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THXTBSDAY,  AUGUST  4,  1931. 

Congress  of  the  United  States, 
Joint  Commission  of  Agricui/tural  Inquiry, 

Washington^  D.  C* 
The  joint  commission  met,  pursuant  to  recess,  in  room  70,  Capitol 
Bmldinff,  Hon.  Sydney  Anderscm  (chairman)  presiding. 

The  Chaik:man.  We  will  now  hear  Mr.  Powell.  I  should  like  to- 
aj  that  Mr.  Powell  did  not  come  here  with  the  expectation  of  ap- 
pairing  before  the  committee.  He  appears  now  at  my  suggestion^ 
and  without  having  ample  opportunify  to  get  the  material  which  I 
think  he  would  like  to  present  at  this  time.  I  make  this  statement 
in  justice  to  him. 

STATEKENT  OF  MB.  0.  HABOLD  POWELL,  GENEBAL  HANAGEB. 
OE  THE  CALIFOBinA  FEUIT  GBOWEBS'  EXCHANGE,  LOS  AN- 
GELES, CALIF. 

Mr.  Powell.  Mr.  Chairman,  I  take  it  that  I  was  asked  to  come 
before  the  committee  because  of  the  fact  that  I  represent  a  co- 
operative organization  of  producers,  the  California  Fruit  Growers^ 
Exchange,  that  has  had  25  years  of  experience,  which  has  gone 
through  all  the  stages  of  childbirth,  learning  to  creep,  and  then  to 
walk :  also  because  of  the  fact  that  the  exchange  handles  a  business 
which  runs  into  very  large  figures,  probably  $100,000,000  in  all 
branches  of  its  business,  and  that  it  may  have  had  some  experience 
that  mav  be  useful  to  the  committee. 

The  California  citrus  industry  has  grown  to  very  large  propor- 
tions. It  now  represents  an  investment  of  about  $250,000,(KK).  Years 
a^o  it  tried  to  sell  its  products  just  as  most  agricultural  products 
are  sold,  either  to  speculative  buyers  at  the  point  of  production,  or 
it  would  consign  them  east  on  commission,  or  in  other  ways  common 
to  the  sale  of  agricultural  produce  generally. 

That  system  broke  down.  The  fruit  was  a  semiluxury.  The 
markets  were  a  long  <iistance  away.  Facilities  for  transportation 
were  not  very  well  developed,  and  for  several  years  the  industrj;  did 
not  receive  the  cost  of  handling  the  business.  It  was  faced  either 
with  giving  up  the  investment  or  improving  its  marketing  system* 
Twenty-five  years  ago  the  growers  in  California  began  U>  get  to- 
gether and  form  local  units  through  which  they  would  assemble  the 
products  of  Quite  a  number  of  growers  in  order  that  they  might 
standardize  tne  product  and  ship  it  in  carlot  quantities.  They 
formed  quite   a  large  number  of  these  local  units  and  attempted 
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-t^ibu^h'^them-to'selPcaTlot  quantities  in  the  same  way  that  the  indi- 
vidual had  done,  but  that  system  broke  down  also. 

Following  that  the  local  organizations  federated  into  a  single 
agency  called  the  California  Fruit  Growers'  Exchange,  which  has 
now  developed  until  its  membership  represents  about  11,500  growers, 
who  are  divided  into  abou1>  200  local  associations,  each  association  of 
growers  being  largely  composed  of  neighbors  who  build  packing 
houses  at  a  cost  of  from  $40,000  to  $500,000  each,  there  assemble  their 
fruit,  grade  it,  standardize  it,  pack  it,  and  put  it  on  the  cars  for 
shipment. 

Representative  Ten  Eyck.  Right  there,  what  is  the  requirement 
of  membership? 

Mr.  Powell.  Any  grower  who  desires  to  join  can  become  a  member 
of  the  association.  Each  member  usually  contributes  to  the  capital 
of  the  association  in  amount  proportionate  to  his  acreage  or  ship- 
ments. These  growers  are  held  to  the  association  by  a  contract,  usu- 
ally a  long-term  contract,  which  has  in  it,  however,  a  cancellation 
clause,  through  which  any  member  can  withdraw  at  the  end  of  a  sea- 
son if  he  is  dissatisfied.  It  may  be  a  lO-year  contract  or  it  may  l>e 
a  25-year  contract,  but  he  has  a  cancellation  privilege  at  the  end  of 
tlie  year. 

Representative  Mills.  How  about  the  grading  of  the  fruit  and 
picking? 

Mr.  Powell.  The  grower  forms  his  local  associations.  The  fruit 
of  the  growers  is  picked  by  the  local  association,  not  by  the  individual 
grower,  delivered  to  the  packing  house,  and  there  packed  by  them 
under  rules  and  regulations  laid  down  by  the  central  organization. 
The  function  of  a  local  association  is  to  assemble  the  fruit  and  prepare 
it  for  shipment. 

Representative  Mills.  And  grade  it  ? 

Mr.  Powell.  And  grade  it  and  prepare  it  for  shipment. 

Representative  Funk.  What  proportion  of  products  of  this  kind 
produced  in  California  does  your  association  handle? 

Mr.  Poa\t:ll.  Seventy-five  per  cent.  Now,  these  200  associations 
for  business  convenience  have  formed  what  they  call  district  ex- 
changes :  that  is,  if  there  are  half  a  dozen  associations  in  a  community 
they  form  a  nonprofit  association,  which  acts  as  an  agent  for  them  in 
handling  their  distributing  problems  at  cost.  The  associations  oper- 
ate at  cost  for  the  members.  '  Some  of  them  are  capital  stock  corpo- 
rations and  some  noncapital  corporations,  but  all  of  them  operate  at 
cost,  without  profit  to  the  capital  invested. 

Representative  Ten  Eyck.  What  interest  have  they  in  your  large 
working  capital  ? 

Mr.  Powell   We  have  no  capital  at  all.    I  will  come  to  that. 

Representative  Ten  Eyck.  very  well. 

Mr.  Powell.  Then,  for  still  further  business  convenience  the  dis- 
trict exchanges  have  formed  a  central  organization,  the  California 
Fruit  Growers'  Exchange,  which  has  no  capital,  is  a  noncapital  stock 
corporation,  formed  under  the  laws  of  California,  and  acts  as  the 
marketing  agent  for  these  different  associations  and  district  exchanges 
at  cost. 

Representative  Mills.  It  does  all  the  selling? 

Mr.  Powell.  It  does  all  the  selling;  that  is  the  local  units  sell  their 
product  through  the  central  organization.    It  is  not  turned  over  to 
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the  central  organization.  The  central  organization  furnishes  facili- 
ties in  all  the  markets  of  the  United  States, "in  charge  of  salaried 
agents,  and  the  local  units  determine  the  conditions  under  which  their 
product  shall  be  sold  through  the  central  agency.  About  33  per  cent 
of  all  the  fruit  is  sold  at  public  auction.  It  is  sold  at  public  auction 
in  practically  all  the  large  eastern  markets.  The  rest  is  sold  at 
private  sale. 

Now,  in  addition  to  the  purpose  I  have  described,  there  are  other 
functions  which  these  agencies  perform.  They  include  the  function 
of  developing  markets  through  their  service  men;  through  their 
agents  to  cooperate  with  the  trade  for  the  purpose  of  developing 
better  merchandising  and  quicker  turnovers  at  lower  margins  per 
turnover;  national  advertising  in  order  to  extend  the  consumption  of 
citrus  fruits ;  furnish  the  di^rent  units  a  daily  news  service  which 
will  dve  the  members  all  the  information  that  is  necessarj^  for  the 
handling  of  their  business ;  the  collecting  of  the  funds  and  returning 
the  fxmSs  to  the  local  units. 

Representative  Mills.  Well,  now,  let  me  ask  you  this :  You  main- 
tain a  selling  agent  in  a  city  like  New  York? 

3Ir.  Powell.  Yes.    That  is  an  auction  market. 

Kepresentative  Mills.  And  you  sell  70  per  cent  of  your  product  by 
private  sale  ? 

Mr.  Powell.  Yes.    Al)out  33  per  cent  of  it  is  sold  at  public  auction* 

Kepresentative  Mills.  On  what  basis  is  your  price  fixed  ? 

Mr.  Powell.  The  law  of  supply  and  demand  wholly  on  a  perish- 
able product.  There  is  no  way  in  which  you  can  fix  any  price  on  a 
product  that  is  to  be  sold  when  it  reaches  the  market  except  what  the 
buyer  is  willing  to  pay  for  it,  and  what  the  seller  is  willing  to  sell  it 
for. 

Bepresentative*  Mills.  That  is  what  I  say — your  agent  does  not 
attempt  to  sell  your  product  before  it  arrives  at  New  York  City  ? 

Mr.  Powell.  No;  all  the  fruit  at  New  York,  Boston,  and  the 
iafj^r  markets  is  sold  at  public  auction,  not  at  private  sale  at  all. 

Kepresentative  Mills.  So  that  your  agent  in  New  York  does  not 
attempt  to  sell  at  private  sale  ? 

ilr.  Powell.  No;  in  all  auction  markets  everything  is  sold  ex- 
clusivelv  at  auction.  In  a  private-sale  market  the  fruit  is  sold  as 
promptly  as  possible  after  arrival  at  a  price  negotiated  between  the 
local  unit  through  the  central  office  and  the  agent  with  the  buyer, 
and  they  negotiate  back  and  forth  imtil  they  arrive  at  a  price  that 
is  mutually  satisf  actor}\ 

Representative  Mills.  We  had  another  gentleman  here  from  some 
California  association  who  said  that  they  attempted  to  sell  their 
product  f.  o.  b. 

Mr.  Powell.  We  do  not  follow  that  system  at  all. 

Representative  Mills.  You  do  not  follow  that  system  at  all  ? 

Mr.  Powell.  We  follow  the  delivered  system  altogether,  except  in 
a  few  pocket  markets  in  the  Northwest,  where  we  do  sell  on  an  f .  o.  b. 
basis.    Probably  95  per  cent  of  the  commodity  is  sold  on  a  delivered 


Representative  Mills.  Now,  you  do  not  attempt  to  sell  directly  to 
wholesalers  or  retailers,  do  you  ? 

Mr.  Powell.  We  sell  entirely  to  wholesalers.  At  public  auction 
tlie  auction  company  sells  to  anyone  who  comes  into  the  auction 
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room  and  buys,  under  the  rules  and  regulations  of  the  auction. 
Usually  20  or  SO  box  lots,  whatever  the  local  conditions  may  be. 

Kepresentative  Mills.  That  may  be  to  a  commission  merchant? 

Mr.  Powell.  It  may  be  a  commission  merchant,  it  may  be  a  jobber, 
it  may  be  a  retail  merchant,  it  may  be  a  peddler,  it  may  be  anybody. 
In  the  private-sale  market  we  sell  exclusively  to  the  wholesale  trade. 

Kepresentative  Mills.  Let  me  ask  one  more  question  with  refer- 
ence to  the  marketing.  You  are  familiar  with  the  New  York  situa- 
tion, Mr.  Powell,  are  you? 

Mr.  Powell.  \^ery  familiar  with  the  New  York  situation ;  yes,  sir. 

Representative  Mills.  Your  fruit  is  sold  for  the  most  part  on  the 
Erie  Pier,  is  it  not  ? 

Mr.  Powell.  All  of  it. 

Representative  Mills.  Do  you  not  have  considerable  difficulty  there 
by  reason  of  congestion  at  times? 

Mr.  PoAVELL.  Yes ;  all  the  New  York  facilities  for  handling  perish- 
able products  are  very  much  congested,  and  there  is  difficulty  m  get- 
ting material  properly  arranged  on  the  piers  and  quickly  off  the 
piers  because  of  the  congestion. 

Representative  Mills.  And  because  of  the  fact  that  frequently  you 
-can  not  get  the  cars  over  from  Jersey  City  ? 

Mr.  Powell.  Not  often.  Only  in  times  of  congestion  do  we  have 
that  difficulty.  But  generally  in  normal  times  there  is  a  very  regular 
movement,  almost  as  regular  as  a  passenger  schedule,  from  California. 

Representative  Milijs.  There  are  no  refrigerator  facilities  there, 
are  there? 

Mr.  Powell.  No;  there  are  no  refrigerator  facilities.  The  fruit 
is  sold  immediately,  within  24  hours  after  unloading. 

Representative  Mills.  Do  you  not  lose  a  good  deal  by  reason  of 
delay  sometimes,  and  througli  exposure? 

Mr.  Powell.  Practically  none.  It  is  unloaded,  Mr.  Congressman, 
during  the  night.  Sales  begin  at  8.30  or  9  o'clock ;  the  sales  are  com- 
pleted between  2  and  3  o'clock  in  the  afternoon  and  delivered  in  the 
afternoon. 

Representative  Mills.  You  are  not  interested,  of  course — ^well,  you 
are;  but  it  does  not  concern  your  association  primarily — as  to  the 
system  of  distribution  after  you  have  sold  the  fruit? 

Mr.  Po^vELL.  We  are  very  much  interested  in  that,  Mr.  Congress- 
man ;  and  T  would  like  to  discuss  that  a  little  bit  later,  if  I  may. 

Representative  Mills.  All  right. 

Mr.  Powell.  I  would  like  to  show  what  we  have  done  in  the  matter 
of  distribution  and  what  the  costs  of  distribution  are.  I  thought 
you  might  be  interested,  possibly,  in  the  margins  of  the  wholesaler 
and  retailer  in  handling  the  California  citrus  products. 

Representative  Ten  Etok.  We  are  interested  in  that.  But  if  we 
could  properly  grade  and  standardize  the  farm  products  in  a  general 
way,  what  is  your  opinion  as  regards  selling  at  the  point  oi  ship- 
ment or  on  consignment  at  the  point  of  delivery?  Which  do  you 
think  would  be  the  better  method? 

Mr.  Powell.  If  I  may,  I  would  like  to  come  to  that  point  just  two 
or  three  moments  later,  after  I  have  covered  one  or  two  costs  here, 
Mr.  Congressman,  and  then  I  will  discuss  the  breakdown  in  agricul- 
tural distribution  this. year  and  the  relation  of  delivered  methods  of 
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:sale  to  that  breakdown  in  agricultural  distribution,  with  your  per- 
mission. 

Bepresentative  Ten  Etck.  That  is  perfectly  satisfactory  to  me. 

Mr.  PowELU  If  I  may,  I  would  just  like  to  follow  this  out  logically 
for  a  moment. 

With  the  sale  of,  say,  40,000  carloads  of  fruit  to  the  wholesale  trade 
annually — and  that  is  about  the  volume  of  our  business — the  cost  of 
selling,  mcluding  the  cost  of  the  California  Fruit  Growers'  Exchange, 
the  central  organization,  and  its  agencies  and  the  district  exchange, 
is  less  than  1^  per  cent  on  the  delivered  value  of  the  product.  Most 
farm  crops  are  sold  delivered  at  10  to  15  per  cent,  say  from  7  to  15 
per  cent,  and  even  up  to  20  per  cent  on  the  delivered  value  of  the 
product  Through  the  cooperation  of  these  11,000  growers  we  have 
been  able  to  effect  economies  in  distribution,  so  that  our  total  cost  of 
delivering  to  the  wholesale  trade,  not  including  national  advertising, 
is  less  than  1^  per  cent  on  the  delivered  value.  The  actual  figure  is 
1.35.  We  spend  from  $600,000  to  $700,000  a  year  in  national  adver- 
tising, and,  adding  that  to  distribution  cost,  the  total  is  approximately 
5  per  cent  on  the  delivered  value,  which  indicates  what  you  can  acconx- 
phsh  through  cooperation  in  large  volume. 

I  might  bring  out  one  other  point  to  the  conunission.  We  have 
heard  a  good  deal  about  the  crooks  in  the  trade,  about  the  middle- 
man, about  the  fact  that  he  does  not  deal  fairlv  with  his  constit- 
uents, with  the  men  that  he  does  business  with.  Tt'e  are  dealing  with 
about  3,000  wholesale  dealers:  all  classes  of  trade;  Americans, 
Greeks,  Jews,  Italians,  all  classes,  all  nationalities.  In  the  last  15 
or  18  years  we  have  returned  to  California  over  $350,000,000  through 
this  organization,  and  dealing  with  3,000  wholesale  dealers  the  actual 
losses  from  uncollected  bills,  losses  in  transit,  losses  through  our 
agents,  have  been  less  than  $10,000.  I  do  not  believe,  Mr.  Chairman, 
jou  can  handle  many  Government  funds  of  $^^50,000,000  and  have 
a  loss  of  less  than  $10,000.  I  was  in  the  Government  service  10  or 
15  years  and  I  think  it  would  be  suprising  to  find  many  funds 
handled  in  Washington  with  less  than  those  losses.  I  think  that 
speaks  fairlv  well  for  the  integrity  of  the  average  man  in  business, 
ii  you  are  dealing  with  him  on  a  fair  basis.  lie  pays  his  bills  if 
you  are  dealing  with  him  on  a  fair  basis.  I  have  forgotten  what 
percentage  that  is,  though  I  figured  it  out  once.  It  is  something 
like  one  three- thousandths  of  1  per  cent  of  the  money  returned  to 
California. 

So  much  for  those  costs.  I  think  you  may  be  interested  now  in 
the  cost  of  distributing  this  product  to  the  wholesale  trade,  the 
average  wholesale  cost  to  the  retail  trade,  and  the  average  retail  cost 
to  the  consumer. 

The  Chairman.  Very  well. 

Mr.  Powell.  In  other  words,  take  a  dollar's  worth  of  oranges  and 
^vide  it  up  into  its  constituent  parts,  and  I  will  give  you  now  the 
records  of  eight  years  of  very  careful  investigation  showing  the  dis- 
tribution of  the  consumer's  dollar  backwards.  We  arrive  at  it  in 
this  way:  We  began  eight  years  ago  to  take  from  the  principal 
cities  of  the  United  States  and  Canada  twice  monthly  the  wholesale 
delivered  price  of  oranges  to  the  jobber,  of  definite  grades  and  sizes. 
Then  we  take  the  same  grades  and  sizes  and  trace  those  through  and 
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^t  the  jobber's  price  to  the  i^tailer,  and  then  we  trace  those  througli 
in  different  classes  of  stores,  like  the  chain  store  and  the  fancy 
grocery  store  and  the  corner  grocery  store,  and  get  the  average  retail 
price  on  the  same  identical  grades  and  sizes,  so  that  for  eight  years 
every  month  we  would  have  from  the  same  cities  on  the  same  sub- 
ject comparable  figures,  and  it  can  be  charted  just  like  an  engineer's 
chart.  1  happen  to  have  in  my  grip  a  few  of  these  charts  which, 
summarize  these  figures  and  which  I  thought  you  might  possibly  like 
to  look  over.  This  chart  shows  a  division  of  the  consumer's  dollar 
for  oranges  for  a  period  of  years  and  is  based  upon  probably  more 
accurate  data  than  has  been  brought  together  in  any  other  agricul- 
tural industry  in  this  country. 

To  summarize  that,  Mr.  Chairman,  it  shows  that  for  a  5-year 
period  the  average  gross  margin  of  the  retailer — that  is,  the  margin 
on  his  selling  cost — has  been  26.4  per  cent;  about  33  per  cent  on  the 
purchase  price.  Di-y  groceries,  I  think,  are  just  a  little  less  than 
20  per  cent. 

When  we  began  this  investigation  the  retail  margin  was  about  33 
per  cent.  The  average  wholesale  jobber's  margin,  so-called  middle- 
man's margin,  during  the  five-year  period  has  been  8.4  per  cent  of 
the  consumer's  dollar. 

Representative  Ten  Eyck.  Is  that  on  the  purchase  price? 

Mr.  Powell.  On  the  sale  price  to  the  consumer. 

Representative  Ten  Eyck.  What  is  it  on  the  purchase  price? 

Mr.  Powell.  About  one-half  more  on  the  jobber's  purchase  price. 
The  part  which  goes  into  transportation,  you  can  see  from  this  chart, 
back  in  1918  was  16.4  per  cent.  A  year  later  it  was  15.8  per  cent, 
and  a  year  later  it  was  18.1  per  cent,  and  now  it  has  jumped  up 
to  24.1  per  cent  with  our  higher  freight  rates.  You  can  not  pass  a 
freight  rate  or- any  additional  cost  on  a  perishable  product  along 
to  ttie  consumer.  Every  cent  added  to  your  overhead,  either  in 
cost  of  production  or  freight  on  a  perishable  commodity  is  stood  by 
the  proaucer,  because  it  must  be  sold  for  what  it  is  worth  at  the  time 
it  reaches  the  market,  and  our  shipments  through  the  canal  and  our 
shipments  by  rail,  each  carrying  an  entirely  different  freight  rate, 
sell  in  New  York  on  the  same  day  at  the  same  identical  price  for 
comparable  lots. 

The  average  cost  of  the  exchange  on  the  consimier's  dollar  basis  for 
this  period  has  been  1  per  cent  of  the  consumer's  dollar. 

The  average  amount  returned  to  California  during  this  period  has 
been  49  per  cent. 

If  you  will  take  this  chart  you  will  see  that  practically  every  year 
the  retail  cost,  the  jobber's  cost,  and  the  transportation  cost,  until 
these  freight  rates  went  up,  was  50  per  cent  of  the  consumer's  dollar* 

The  average  retail  margin  on  oranges  is  25  to  26  per  cent.  The 
jobber's  margin  8  to  10  per  cent.  Transportation  is  from  15  to  25 
per  cent,  depending  on  just  what  freight  rates  are  in  effect,  and  the 
amount  that  returns  to  California  ma^  be  about  50  per  cent,  varying 
up  or  down,  depending  upon  the  retail  price. 

Eepresentative  Ten  Eyck.  Now,  take  this  freight  rate.    It  would  * 
be  the  extreme  freight  rate  due  to  the  fact  that  your  products  are 
carried  the  longest  distance  to  market  and  you  are  using  the  higher 
cost  rate. 

Mr.  Powell.  Highest  classification. 
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Representative  Ten  Etck.  Yours  is  the  highest  classification  ? 

Mr.  Powell.  Yes;  our  rate  on  lemons  at  the  present  time  is  $1.66^ 
a  hundred  pounds,  and  on  oranges  $1.92,  exclusive  of  the  war  tax. 

Representative  Funk.  In  other  words,  as  I  understand  you,  the 
amount  received  by  the  producer  is  reduced  in  proportion  as  the 
freight  rate  is  increased? 

ilr.  Powell.  Yes;  or  any  other  fixed  cost  that  takes  place  after 
you  harvest  your  product,  because  you  can  not  add  to  a  perishable 
commodity  any  of  those  costs.  It  has  got  to  be  sold  for  what  it  is 
worth  on  the  day  it  reaches  the  market,  and  you  can  not  add  any  of 
those  costs  on  the  selling  price.  A  manufacturer  can  simply  reduce 
his  production,  but  in  the  case  of  this  commodity  that  can  not  be 
done.  The  fruit  must  reach  its  full  volume,  and  it  must  be  shipped 
and  sold  for  what  it  is  worth. 

Representative  Funk.  In  which  class  would  you  include  grain? 

Mr.  PowELi..  I  am  not  familiar  enough  with  grain  marketing  to 
draw  a  comparison.  Of  course,  it  is  not  perishable  like  citrus  fruits, 
and  it  is  not  as  stable  as  steel  or  an  entirely  nonperishable  com- 
modity. 

Representative  Ten  Eyck.  Undoubtedly  these  figures  that  you 
iave  given  to  us  set  forth  what  the  farmer  gets  out  of  his  product 
with  the  most  efficient  organization  that  exists  in  the  country  to-day 
for  sales  and  distribution ;  is  that  not  so  ? 

Mr.  PowEi^.  And  on  a  product  grown  or  produced  away  from  the 
average  market. 

Representative  Ten  Eyck.  Yes. 

Mr.  Powell.  I  might  say  that  through  the  cooperation  of  the 
industry  with  the  trade  we  have  been  able  to  reduce  these  margins 
and  we  have  been  able  to  reduce  them  by  showing  the  mercliant  that 
he  can  make  more  money  by  so  doing.  In  other  words,  a  good  many 
systems  of  merchandising  are  based  upon  slow  turnovers  at  high 
margins  per  turnover.  We  have  conducted  an  educational  campaign 
for  several  years  with  the  wholesale  trade  organizations  and  the 
retail  trade  organizations  through  which  we  have  attempted  to  show 
them  that  by  better  displays,  attracting  the  consumer  more,  and 
putting  reasonable  margins  on  their  products  they  will  turn  them 
over  quicker ;  that  there  will  be  less  waste  in  the  product :  that  they 
can  afford  to  sell  them  for  less;  they  can  use  their  capital  more  times 
per  year;  and  the  jobber  or  retailer  will  get  a  higher  net  profit  on 
the  whole  year's  business.  In  other  words,  to  reduce  the  cost  of  a 
perishable  commodity  to  the  consumer,  our  experience  leads  us  to 
believe  that  you  first  must  have  large  volume,  so  that  you  can  ship 
in  carload  quantities ;  you  must  have  a  standardization  of  the  product; 
vou  must  have  an  equitable  distribution ;  you  must  couple  that  up  with 
the  cooperation  of  the  trade ;  you  must  have  national  advertising, 
regular  supplies,  and  when  you  do  that  then  your  wholesale  or  retail 
dealer  can  adopt  a  merchandising  system  that  is  efficient,  and  he 
can  not  adopt  a  merchandising  system  that  is  efficient  with  irregular 
supnlies,  with  fruit  that  rots,  or  where  there  is  a  great  loss  in  it. 

^ow,  our  experience  has  led  us  to  believe  that  the  farmers  ought 
to  cooperate  with  the  men  with  whom  they  do  business,  and  only 
by  cooperating  with  them  and  helping  them  to  understand  your 
problems,  and  by  your  understanding  their  problems,  can  you  get 
the  maximum  of  efficiency. 
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Representative  Ten  Eyck.  The  farmers  should  standardize  the 
grades  of  their  products  before  shipment? 

Mr.  Powell.  That,  Mr.  Congressman,  is  the  first  requisite  of  any 
system  of  modem  merchandising.  No  merchant  can  deal  in  non- 
standardized  commodities  and  charge  reasonable  margins  on  them. 
That  is  the  first  thing  that  must  be  done.  You  must  have  efficient 
merchandising. 

Representative  Mills.  Have  you  made  any  study  of  the  high  cost 
of  retail  distribution  ? 

Mr.  Powell.  Yes,  sir;  I  have  studied  that  subject  a  great  deal. 

Representative  Mills.  WTiat  is  the  answer? 

Mr.  Powell.  The  high  cost  ? 

Representative  Mills.  Yes, 

Mr.  Po^vELL.  It  depends  very  largely  on  the  whims  and  the  de- 
mands of  the  man  who  creates  a  high  cost  of  retail  distribution. 

Representative  Mills.  That  is  the  consumer? 

Mr.  Powell.  The  consumer.  The  cost  of  distribution  in  any  class 
of  store  is  usually,  in  our  commodity  at  least,  in  response  to  the 
demands  of  the  man  who  deals  with  that  store.  If  it  is  a  chain  store, 
and  the  man  is  willing  to  go  to  that  store  and  get  his  stuff  and  take 
it  home,  of  course  the  service  rendered  is  light.  If  he  deals  with  a 
Fifth  Avenue  store  in  New  York,  it  is  a  different  proposition.  There 
is  a  type  of  buyer  who  likes  to  be  seen  coming  out  of  a  stoi^e  on  Fifth 
Avenue,  drive  his  machine  up  to  that  store,  and  have  it  known  that 
he  is  able  to  deal  with  that  store.  If  he  does  that,  then  he  is  paying 
for  the  service.  And  we  have  found  that  the  question  of  retail  cost 
is  largely  a  matter  of  the  whim  of  the  customer,  and  the  only  way  it 
can  be  reduced  is  by  adopting  these  fundamentals  which  I  have 
spoken  of,  which  permits  the  merchants  in  any  class  of  these  stores  to 
eliminate  waste,  to  make  quick  turnovers,  and  to  sell  at  reasonable 
margins  per  turnover,  and  therefore  have  a  large  number  of  turn- 
overs per  year.  I  do  not  think  that  there  is  any  fonnula,  any  patent- 
medicine  formula  by  which  you  can  reduce  these  costs. 

Representative  MilLvS.  There  is  no  short  way  out  ? 

Mr.  Powell.  I  don't  know  of  any  short  way  out. 

Representative  Mills.  In  so  far  as  retail  buying  is  concerned? 

Mr.  Powell.  I  have  never  discovered  any  short  methods  that  can 
be  applied  to  agriculture  or  agricultural  products.  All  of  it  is  a 
matter  of  evolution;  and  if  it  goes  too  fast,  there  is  a  devolution  that 
follows  it  always,  and  you  have  to  start  over  again.  All  of  our  im- 
provements in  purchasing  or  distribution  or  advertising  or  anything 
else  have  had  to  creep  step  by  step,  and  we  have  had  to  get  our  expe- 
rience as  we  went  alonj?.  If  we  go  too  fast,  it  costs  us  money,  and  we 
have  to  start  over  again. 

Now  to  come  to  your  question,  Mr.  Congressman.  You  asked  me 
about  the  relative  merits,  as  I  understand  it,  of  the  delivered 
method  of  sale  versus  the  f.  o  b.  method  of  sale.  As  I  see  it,  the 
agricultural  machinery  of  this  country  very  largely  collapsed  in 
1920  for  a  number  of  reasons.  One  was  because  there  was  not  an 
export  outlet  for  surplus.  We  dumped  back  on  the  farmers'  hands 
an  immense  amount  of  material  which  could  not  be  merchandised. 
It  created  a  surplus  here  which  depressed  the  market. 

Second,  the  financial  conditions  of  the  country  were  such  that  the 
men  who  have  usually  bought  farm  crops  at  the  point  of  production, 
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either  the  local  buyers  or  the  representatives  of  the  distant  buyers, 
could  not  be  financed  because  the  distribution  and  the  future  sale  is 
a  speculative  operation.  Under  financial  conditions  existing  this 
year  no  bank  could  afford  to  finance  an  operator  who  went  into 
Oregon  from  New  York  or  Philadelphia,  or  wno  went  into  California 
or  any  other  distant  market  and  bought  a  year's  supply,  because  it 
was  a  speculative  venture  under  present  financial  conditions. 

Therefore  the  two  chief  reasons  for  the  collapse  in  the  marketing 
of  the  commodities  in  which  I  am  interested  and  with  which  I  am 
familiar,  were:  First,  lack  of  credit  facilities  for  purchase,  and 
second,  a  lack  of  outlet  for  the  surplus. 

Now  the  organization  which  I  represent  learned  this  lesson  25 
years  ago.  It  learned  the  lesson  that  in  bad  years,  whenever 
merchandising  conditions  are  bad,  that  no  merchant  will  attempt 
to  finance  a  crop  for  distribution,  because  he  can  not  afford  to  do  so, 
nor  can  the  baiui  afford  to  finance  him,  and  therefore  we  learned  25 
years  a^  that  the  f.  o.  b.  method  of  sale  must  be  eliminated,  on  a 
perishable  product  at  least.  So  we  established  these  agencies  all 
over  the  United  States  for  the  purpose  of  distributing  this  product 
to  our  own  agents;  in  other  words,  tne  producer  assumes  the  specula- 
tive risk  of  distribution  himself.  He  financed  the  first  distribution. 
The  man  in  the  market  who  buys  then  only  has  to  finance  his  daily 
purchasing,  and  it  is  no  strain  on  anybody. 

This  year  in  California,  at  least,  there  are  only  two  commodities 
that  I  know  of  that  have  moved  out  under  normal  conditions,  in 
normal  quantities,  and  sold  on  a  basis  comparable  with  prewar 
prices.  One  is  walnuts  and  the  other  is  citrus  fruits.  And  the 
reason  for  it  is  the  fact  that  the  industry  itself  has  distributed  these 
commodities  to  the  primary  market,  and  there  has  sold  them  to 
3.000  or  more  dealers  who  have  only  had  to  buy  their  daily 
suppUes.  Xow  that  was  no  financial  strain  on  anybody.  The  man 
can  do  that.  We  have  done  that  in  the  citrus  business  for  25  years. 
Walnuts  have  always  sold  on  an  f.  o.  b.  basis.  This  year  the 
California  Walnut  Growers'  Association,  foreseeing  this  financial 
difficulty,  changed  their  system  of  merchandising.  They  reduced 
their  prices  30  per  cent  at  the  beginning  of  the  vear,  because  they 
knew  prices  had  to  come  down.  Next  they  established  warehouse 
centers  all  over  the  United  States,  shipped  their  product  to  those 
warehouses  and  sold,  where  normally  they  had  sold  15  to  50  carloads 
of  walnuts,  in  10-bag  lots.  The  result  is  they  cleaned  up  their  crop, 
with  the  trade  fighting  for  the  supplies  at  the  end  of  the  year. 

Now,  there  is  the  answer  as  1  see  it,  Mr.  Congressman,  to  your 
question.  The  value  of  the  delivered  method  of  sale  versus  the  f .  o.  b. 
sale  is  a  credit  question  very  largely.  I  do  not  believe  that  any  pro- 
ducers' organization  can  establish  a  national  advertising  system  and 
can  cooperate  with  the  wholesale  and  retail  trade,  unless  it  applies 
delivered  methods,  because  it  can  not  harmonize  and  equalize  dis- 
tribution, which  is  essential  to  a  national  advertising  of  a  product 
or  a  cooperative  method  of  trade. 

Representative  Miu^s.  Do  you  attempt  to  maintain  prices  at  all 
by  retaining  any  of  your  fruit  from  the  market? 

Mr.  Powell.  We  can  not.  On  a  perishable  commodity  we  have 
p)t  to  ship  it.  On  a  perishable  commodity,  if  you  try  to  in  any  way 
uifluence  your  price  situation  by  holding  you  are  likely  to  lose  more 
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by  holding  than  you  would  make  by  any  rise  in  price,  and  we  have 
found  through  years  of  experience  that  the  only  way  to  market  a 
perishable  commodity  is  to  ship  it  when  it  is  ready  to  ship,  to  take 
what  it  is  worth  at  the  time  you  sell  it.  You  may  get  a  low  price  one 
day  and  a  high  price  another  day,  but  they  equalize  and  wash  them- 
selves out.  It  always  sells  under  those  conditions  for  what  it  is  worth. 
Speculation  is  eliminated,  and  you  get  an  average  price  based  upon 
the  value  of  the  product  throughout  the  year.  We  could  not  control 
the  price  if  we  tried  to.  We  could  not  control  the  price  on  a  perish- 
able commodity,  because  you  must  sell  when  it  is  ready  to  be  sold. 
You  can  sometimes  on  a  storage  commodity  influence  price,  but  if 
you  fix  prices  and  influence  them,  then  whether  you  gain  by  it  or 
lose  by  it  depends  entirely  on  whether  you  are  a  successful  or  un- 
successful guesser.  The  principles  which  govern  the  price  in  the 
long  run  are  the  principles  of  supply  and  demand.  If  you  guess 
right  you  have  a  feeling  that  you  are  a  pretty  wise  merchant.  It  you 
guess  wrong  you  forget  about  it  and  don't  tell  anybody  about  it. 

So  much  for  the  delivered  versus  the  f .  o.  b.  method  of  sale.  Are 
there  anv  questions  on  that?  I  am  covering  this,  Mr.  Chairman, 
rapidly,  oecause  I  know  your  time  is  limited,  and  I  am  not  quite  sure 
whether  these  are  things  in  which  you  are  interested. 

The  Chairman.  We  are. 

Mr.  Powell.  But  personally  I  think  that  this  is  very  significant. 
The  breakdown  this  year  was  due  to  a  lack  of  credit  facilities.  And 
yet,  with  the  reduced  buying  power,  there  was  sold  a  volume  of  fruit 
above  the  normal,  a  semiluxury  like  oranges,  under  a  delivered 
method  of  sale,  where  nobody  had  to  take  a  speculative  risk.  The 
largest  volume  of  fruit  in  the  history  of  this  business  was  sold  this 
year. 

The  Chairman.  When  you  speak  of  a  lack  of  credit,  do  you  mean 
by  that  that  the  machinery  could  not  arrange  credit,  or  that  the 
economic  conditions  were  such  that  it  was  not  safe  to  do  it? 

Mr.  Powell.  It  was  unsafe  to  extend  credit  under  the  present 
economic  conditions.  I  might  say  that  in  our  own  industry  we  have 
no  lack  of  credit.  We  have  been  cooperating  so  long  in  southern 
California  that  I  think  tliere  is  no  branch  of  the  economic  structure 
of  the  coimtrv  that  cooperates  more  with  our  industries  than  the 
banks  themselves.  The  banks  have  realized  that  the  cooperative 
movement  is  essential  to  the  stability  of  these  agricultural  industries, 
and  I  think  I  am  safe  in  saying  that  no  cooperative  organization  in 
California  has  ever  been  denied  any  credit  that  its  securities  entitle 
it  to.    I  am  sure  that  is  true  of  the  citrus  industry. 

Representative  Mili.s.  And  that  was  true  in  1920? 

Mr.  Powell.  That  is  true  all  the  time  in  California. 

Representative  Mills.  And  true  to-day? 

Mr.  Powell.  It  is  true  to-day,  and  it  has  been  true  all  the  time 
that  I  have  known  the  industry  in  southern  California. 

Xow,  so  much  for  the  distributing. 

Representative  Sumners.  I  want  to  ask  you  one  question  with 
reference  to  the  distribution.  I>o  you  have  important  competitive 
areas  outside  of  your  section  coming  to  market  at  the  time  when  you 
are  coming  to  market? 

Mr.  Powell.  Yes;  our  orange  business  is  a  year-around  business. 
The  navel  business  begins  in  November  and  extends  to  June.    Our 
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Valencia  busings  begins  in  May  and  extends  to  November.  So  it 
is  a  complete  year  around  business.  Now  during  the  period  of  the 
Florida  crop  we  have  a  very  active  competition  in  all  eastern  parts  of 
the  United  States  with  the  Florida  product.  Then  we  have  a  very 
severe  competition  throughout  the  summer  with  other  perishable 
fruits;  that  is,  competition  between  oranges  and  cantaloupes  and 
peaches  and  other  perishable  products  is  as  severe  as  the  competi- 
tion between  California  and  Florida  oranges  in  the  wintertime. 

Bepresentative  Sumners.  Now,  how  do  you  adjust  the  volume  of 
your  shipment  with  reference  to  the  total  shipments  coming  in  from 
other  sections  ? 

Mr.  Powell.  We  do  not  attempt  to  adjust  it.  What  we  do  is  this : 
At  the  beginning  of  the  year  we  make  an  estimate  of  the  probable 
Tolume  of  fruit  to  be  shipped  out  during  the  year.  Now  we  know 
that  each  district  of  California  ships  its  rruit  within  certain  periods, 
and  that  to  bring  back  the  most  for  that  product  it  must  be  shipped 
during  the  period  when  it  is  in  the  best  condition..  We  know  from 
years  of  experience  that  about  a  certain  percentage  ought  to  come 
forward  every  week,  first  from  the  State,  and  second  from  each 
community.  And  so  the  shipments  automatically  adjust  themselves 
to  the  experience  of  the  past.  Each  association  has  its  complete 
record  for  10,  15,  or  more  years  period.  They  know  in  January 
that  they  have  got  to  ship  a  certain  proportion  of  their  estimated 
crop  in  February,  because  if  they  do  not,  and  try  to  hold  it,  they 
have  got  a  surplus. 

Representative  Sumners.  In  the  absence  of  some  understanding 
between  you  and  other  competing  territories,  how  can  you  avoid 
loss  and  congestion  in  the  market  at  one  place  and  inadequate  supply 
at  the  other? 

Mr.  Powell.  Well,  we  do  not  attempt  to  have  any  understandings 
with  any  other  part  of  the  coimtry  on  distribution.  We  know  that 
in  order  to  handle  our  own  business  it  must  come  forward  at  the 
time  it  is  fit  to  come  forward,  irrespective  of  competition  anywhere 
else. 

Representative  Sumners.  What  I  am  trying  to  find  out  is  this: 
flow  do  you  arrange  to  route  your  shipments  in  to  the  points  that 
are  least  supplied  by  other  shipments? 

Mr.  Powell.  Weft,  we  know  every  day  through  our  agent  what 
the  supply  is  in  every  market  in  the  United  States.  We  loiow  what 
the  cantaloupe  supply  is,  not  in  car  lots,  but  the  general  market 
conditions.  Every  day  we  receive  from  our  agents  telegrams  that 
come  in  to  our  central  office.  At  the  height  of  the  season  we  receive 
three  to  four  hundred  a  day.  Now  that  information  goes  out  every 
night  in  bulletin  form  to  all  the  associations,  so  that  every  associa- 
tion has  every  telegram  that  comes  in,  so  they  know  what  the  con- 
ditions are,  and  they  use  that  information  as  the  basis  for  their 
judgment.  And  each  association  knows,  from  a  period  of  years, 
what  conditions  to  expect.  It  has  its  customers  in  various  markets. 
It  knows  what  proportion  it  shipped  each  year  to  Detroit  or  Cincin- 
nati or  Buffalo  or  Kochester  or  Washington. 

Representative  Sumners.  Yes ;  but  what  I  am  trying  to  find  out  is, 
do  you  have  any  knowledge  with  reference  to  the  movement  into  the 
various  markets  from  the  sections  where  your  organization  does  not 
ojerate! 
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Mr.  Powell.  No;  we  do  not  Do  you  mean  from  Florida,  for 
instance? 

Representative  Sumners.  Well,  from  anywhere.    Yes;  Florida,  for 
instance. 
Mr.  Powell.  No  ;  we  do  not. 

Representative  Sumners.  Then  in  the  absence  of  that  knowledge, 
does  it  result,  in  practical  operation,  that  you  and  the  other  fellow 
arrive  in  a  given  market  in  large  quantities  at  the  same  time? 

Mr.  Powell.  We  might  at  some  timeSj  but  it  could  not  last  very 
long,  because  if  the  Florida  fruit  came  mto  Philadelphia  in  exces- 
sive quantities  and  reduced  the  price,  our  people  would  not  come 
to  Philadelphia.  They  would  ship  to  some  other  part  of  the 
country. 

Representative  Sumners.  Might  it  not  happen  also  that  in  such  a 
case  the  Florida  man  would  do  the, same  thing? 

Mr.  Powell.  It  might,  but  we  would  not  lose,  because  these  prices 
on  perishables  adjust  themselvjes  so  quickly.  They  would  not  both 
do  it,  probably,  at  the  same  time.  They  might  come  head-on  again, 
but  automatically  in  the  handling  of  perishable  products  those 
things  adjust  themselves  without  very  much  diflBcuIty. 

The  Chairman.  If  I  may  refer  back  again  now  to  the  crop  situa- 
tion out  there.  A  suggestion  has  been  made  that  the  banking 
facilities  of  California  have  been  adapted  with  regularity  to  the  co- 
operative situation.    Is  that  true? 

Mr.  Powell.  Well,  I  suppose,  Mr.  Chairman,  that  through  an 
intimate  knowledge  on  the  part  of  the  bankers  of  the  cooperative 
system,  that  they  have  had  more  confidence  in  the  cooperative 
system,  that  they  probably  have  extended  their  facilities  with  better 
understanding  of  the  safety  of  their  loans  than  in  most  sections  of 
the  country.  I  would  not  say  that  there  are  any  peculiarities  in  the 
machinery*  through  which  they  have  adapted  their  credit  to  co- 
operative organizations.  I  think  it  has  been  more  through  a  greater 
understanding  and  better  knowledge  of  the  risks  involved,  which 
has  brought  them  into  closer  contact  and  into  a  more  sympathetic 
contact  with  the  cooperative  system,  than  is  possible  in  the  sections 
of  the  country  where  cooperative  organizations  are  just  starting, 
and  where  their  financial  ability  to  meet  their  credit  has  to  be  de- 
termined in  the  future. 

The  Chairman.  Now  you  refer  to  some  work  that  your  organiza- 
tion has  done  with  the  retail  grocers.  Did  you  get  any  figures  as 
the  result  of  that  work  on  the  average  grocer^s  overhead,  on  the  cost 
of  handling  general  stock  ? 

Mr.  Powell.  No;  except  that,  of  course,  at  Harvard  there  are 
published  a  number  of  bulletins,  as  you  probably  are  aware  of, 
giving  the  overhead  of  handling  different  kinds  of  commodities 
through  retail  stores,  which  is  an  average  of  about  17  or  18  per  cent. 
It  is  a  little  larger  on  perishables,  because  there  is  a  little  more  loss 
than  there  is  on  dry  ^oceries  or  dry  commodities. 

The  Chahiman.  Did  you  find  that  there  was  very  much  overstock- 
ing, carrying  larger  stocks,  having  longer  turnovers  than  desirable? 
Mr.  Powell.  There  was  several  years  ago.  I  do  not  believe  there 
is  very  much  of  that  at  the  present  time,  because  a  man  who  over- 
stocks on  a  perishable  loses  through  having  his  stock  on  hand.  When 
we  first  began  working  with  the  lemon  trade  throughout  the  country 
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they  used  to  refer  frequently  to  the  "  secret  box  "  of  lemons  which  we 
find  frequently  under  the  back  stairs,  never  displayed,  and  the  mer- 
chant would  bring  out  a  half  a  dozen  lemons  or  one  little  dried  up 
hard  thing  when  somebody  would  ask  for  it.  He  would  have  a 
stock  of  lemons  on  hand  hidden  away,  and  as  a  result  the  customers 
would  not  ask  for  lemons^  and  he  always  had  an  oversupply.  We 
have  been  trying  to  get  him  to  put  them  in  the  window,  let  people 
see  them,  because  through  suggestion  they  buy  them,  particularly 
in  hot  weather. 

The  Chairman.  I  had  reference  rather  to  overstocking  general 
stock  rather  than  perishables.  I  thought  perhaps  in  your  investiga- 
tion you  had  run  across  something  on  that. 

Mr.  Powell.  No  ;  Mr.  Chairman ;  we  have  not. 

The  Chairman.  Now,  you  referred  to  the  fact  that  you  got  an 
average  retail  price  in  different  communities  from  chain  stores  and 
comer  stores  and  fancy  grocery  stores,  etc.  Now,  how  wide  a  varia- 
tion would  you  find  charged  at  retail  for  the  same  quality  of  article  ? 

Mr.  Powell.  Oh,  I  would  estimate  40  or  50  per  cent  or  more,  de- 
pending entirely  on  the  class  of  trade.  If  you  have  got  a  very 
high  cla^,  fancy  specialty  grocery  store,  where  you  are  dealing  with 
Terr  wealthy  people,  and  where  price  does  not  cut  much  of  a  consid- 
eration, you  may  ^t,  for  instance,  for  the  same  grade  of  oranges  a 
dollar  a  dozen,  while  the  same  identical  oranges  sell  at  public  auction 
from  the  same  car  of  the  same  grade,  going  into  another  section,  may 
be  sold  for  50  cents  a  dozen,  ana  the  difference  between  the  50  cents  and 
the  $1  representing  largely  the  service  to  the  customer  or  the  pref- 
erence of  the  customer  for  dealing  in  certain  sections  or  on  certain 
streets.  For  instance,  during  the  war  the  highest  grades  of  oranges 
sold  in  New  York  went  on  the  East  Side,  to  the  laboring  people. 
The  laboring  people  would  not  buy  the  medium  grades  or  the  low 
grades,  but  they  constantly  bought  the  very  highest  grade  at  public ' 
auction.  They  paid  the  same  price  for  those  oranges  at  the  public 
auction  that  the  Fifth  Avenue  grocery  store  paid  for  them.  When 
you  went  to  the  little  store  on  the  East  Side  and  bought  those  at 
retail  the  actual  price  that  you  paid,  the  price  to  the  consumer,  may 
hare  been  20,  30,  or  40  cents  a  dozen  less  than  they  were  sold  at  on 
Fifth  Avenue,  depending  on  the  auction  price. 

The  Chairman.  Are  these  auction  sales  conducted  by  auction  com- 
panies or  by  you,  or  how? 

Mr.  Powell.  By  auction  companies.  We  have  no  interest  in  the 
auction  companies.  The  auction  companies  may  be  made  up  of  the 
trade  in  the  community,  or  they  may  be  purely  service  corporations 
not  connected  with  the  trade  or  with  the  shipper. 

Representative  Sumners.  Do  you  sell  through  an  auction  company 
or  does  the  person  to  whom  you  sell  in  carload  lots  sell  to  the  auction 
company? 

Mr.  rowELL.  In  all  the  auction  markets  in  the  east — in  New  York, 
Philadelphia,  Buffalo,  Boston,  St  Louis,  Cleveland,  Cincinnati — 
everything  that  we  sell  goes  direct  through  public  auction.  We  sell 
direct  at  public  auction. 

Representative  Sxtmners.  You  do  not  auction  in  carload  lots,  or 
break  your  cars? 

Mr.  Powell.  They  are  usually  unloaded  on  the  platform,  so  that 
the  buyers  can  inspect  by  sample,  and  then  they  are  offered  in  lots  of 
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a  minirnum  of  usually  20  boxes,  or  10  boxes,  or  30  boxes.  That  is 
purely  a  local  rule  of  the  auction  company.  Now,  he  can  buy  10 
boxes,  or  20  boxes,  or  30  boxes,  depending  on  the  rule  of  the  auction 
company.  Our  agent  represents  us  in  dealing  with  the  auction  com- 
pany. The  auction  company  is  responsible  for  the  collections  from 
the  trade  and  tumingthe money  over  to  us. 
Senator  Lenroot.  Then,  in  no  case  do  you  fix  prices? 

Mr.  Powell.  You  can  not  fix  prices  on  perishable  commodities. 
Senator  Lenroot.  I  say  you  do  not,  as  a  matter  of  fact,  in  any  case  ? 

Mr.  Powell.  We  do  not,  as  a  matter  of  fact,  in  any  case.  Ilie  cen- 
tral organization  does  not  control  the  destinations,  does  not  control 
the  shipments,  does  not  control  the  proportion;  those  are  controlled 
by  the  local  units.  Each  local  organization  reserves  to  itself  the 
right  to  determine  when  it  shall  pick  its  fruit,  the  quantity  it  shall 
pack,  where  it  shall  ship  its  fruit,  the  price  at  whicn  it  will  sell  it, 
except  at  public  auction. 

Representative  Sumners.  How  do  you  avoid,  under  that  arrange- 
ment, having  the  local  units  conflicting  with  each  other  in  a  given 
market? 

Mr.  Powell.  Through  the  daily  bulletin  tTiat  goes  out  every  night 
to  them. 

Representative  Sumners.  In  case  half  a  dozen  local  units  want  to 
ship  at  the  same  time  to  the  best  market,  who  controls  that? 

Mr.  Powell.  Well,  their  experience  has  taught  them  that  they 
would  go  in  head  on  if  they  did  that.  A  large  part  of  this  crop  is 
sold  to  regular  customers  in  the  private-sale  markets.  A  man  has 
his  regular  customers,  and  he  goes  to  that  market  and  supplies  his 
trade.  If  they  are  shipping  too  strong  into  a  market,  the  man  who 
has  not  got  his  trade  does  not  get  any  customers,  and  therefore  he  has 
to  divert.  Automatically  that  adjusts  itself.  Nobody  controls  it, 
but  the  experience  of  the  shippers  over  a  period  of  years  controls  it, 
because  they  know  that  if  a  man  who  has  not  got  a  definite  trade  in 
a  market  attempts  to  compete  in  that  market  with  the  man  who  has 
established  customers,  if  he  oversupplies  that  market  he  can  not  sell 
his  fruit,  and  therefore  he  has  to  divert. 

Representative  Sumners.  So  that  the  shipping  organization  which 
has  a  list  of  definite  customers  in  a  given  market  ships  to  that 
market? 

Mr.  Po^vELL.  He  will  protect  his  customer  and  keep  his  products 
in  the  market. 

Mr.  Chairman,  that  is  all  I  think  of  just  now  that  I  want  to  say  to 
the  committee.  I  could  speak  here  a  long  time  on  different  branches 
of  this  subject.     I  am  not  sure  what  the  committee  is  interested  in. 

The  Chairman.  Mr.  Ten  Eyck  would  like  to  ask  you  a  question, 
Mr.  Powell. 

Representative  Ten  Eyck.  From  your  experience  in  following  your 
products  to  the  consumer,  I.  would  like  your  opinion  as  to  whether 
or  not  you  feel  that  we  have  too  few  or  too  many  retail  men  in  the 
various  communities. 

Mr.  PowEix..  In  a  perishable  commodity,  like  oranges  and  lemons, 
the  more  retail  distributing  agents  we  have  the  better  we  like  it. 

Representative  Ten  Eyck.  From  yo'ir  standpoint? 

Mr.  Powell.  From  our  standpoint,  because  people  buy  a  great 
manv  commodities  through  suggestion.    The}^  do  not  shop  for  per- 
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ishable  commodities.  They  do  not  call  up  on  the  telephone  and  ask 
this  store  what  the  price  of  oranges  or  what  the  price  of  lemons  is, 
and  then  another  store  and  shop.  They  buy  from  their  grocery 
store,  and  they  buy  from  a  near-by  grocery  store.  They  seldom 
go  downtown  to  buy  perishable  commodities.  Therefore  in  the  dis- 
tribution of  these  perishable  commodities  the  more  distributing 
agents  you  have  got  the  larger  your  distribution,  because  more  people 
come  in  contact,  in  intimate  contact  with  the  commodity,  and  it  ia 
only  by  intimate  contact  with  the  commodity  that  they  get  suggestion 
that  impels  them  to  buy. 

Kepresentative  Ten  Etck.  Well,  how  does  the  consumer  come  out 
on  ihtit  as  regards  price  ? 

Mr.  Powell.  Probably  better  than  he  would  otherwise.  He  doesn't 
have  to  travel  and  shop  for  this  stuff.  He  gets  it  near  by,  con- 
veniently. 

Representative  Ten  Etck.  You  feel  that  the  consumer,  then, 
benefits  by  a  greater  amount  of  retail  men  ? 

Mr.  Powell.  I  think  he  does.    On  this  commodity  I  do. 

Representative  Ten  Etck.  Is  it  not  a  fact  that  while  ^rou  may  sell 
more,  due  to  a  larger  number  of  retail  men,  that  you  increase  the 
overhead  on  other  commodities  and  other  things,  and  on  your  own  as 
well,  so  that  the  consumer  has  to  pay  a  larger  price  for  all  his  food 
products  in  proportion  to  the  division  of  the  profits,  on  account  of 
the  increase  m  the  number  of  retail  men  ? 

Mr.  Powell.  You  possibly  do;  but  you  probably  reduce  his  cost 
of  getting  his  commodity.  I  don't  know  which  would  overbalance 
the  other. 

Representative  Ten  Etck.  In  other  words,  you  feel  that  at  the 
point  of  production  you  should  cooperate  and  do  it  on  a  large  scale, 
but  at  the  point  of  distribution  you  should  extend  it  ? 

Mr.  Powell.  Exactly;  so  that  you  can  get  your  commodity  on 
a  large  scale  close  to  the  people  who  buy  it,  just  as  in  the  cooperative 
movement  we  form  our  local  units  close  to  the  man  who  produces, 
and  therefore  on  the  same  principle  I  would  develop  a  retail  business 
close  to  the  man  who  buys.  And  the  closer  you  can  establish  it  to 
the  man  who  buys  the  less  expense  he  has  in  purchasing  his  com- 
modity. 

Representative  Miixs.  You  think  that  is  so,  even  if  you  find  two 
or  three  retail  stores  in  one  block? 

Mr.  Powell.  Our  retail  stores  run  probably  one  to  300  people  or 
400  people. 

Representative  Mills.  I  should  think  they  run  less  than  that — less 
than  400  people  in  New  York  City. 

Mr.  Powell.  Possibly,  in  a  great  city  like  that. 

Representative  Mills.  Of  course,  it  is  a  great  convenience  to  the 
consumer,  but  he  pajs  for  it. 

Mr.  Powell.  He  is  willing  to  pay;  and  he  is  the  king,  and  he  is 
going  to  have  it  the  way  he  wants  it  and  have  it  when  he  wants  it.  I 
do  not  know  of  any  other  way  you  can  lay  down  the  supplies  to  him. 
You  can  not  tell  him  to  go  and  buy  the  stuff,  but  you  must  bring  it 
to  him. 

Representative  Mills.  He  is  not  very  happy  about  it. 
91341— 22— VOL  3 2 
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Mr.  Powell.  No;  but  he  does  not  want  to  go  down  town  to  buy 
his  stuff.    He  wants  it,  even  if  it  is  higher  priced,  he  wants  it  anyway. 

Representative  Ten  Eyck.  Carrying  your  idea  and  plan  into  ef- 
fect, you  would  break  up  the  department  stores  and  distribute  them 
throughout  the  entire  city  of  New  York,  so  as  to  bring  the  distribu- 
tion close  to  the  people. 

Mr.  Powell.  I  do  not  think  in  that  case  you  can  do  it,  but  you  can 
do  it  on  food  products,  and  you  must  bring  the  food  products  close 
to  the  consumer. 

Representative  Ten  Eyck.  I  have  found  that  the  consumer  here 
in  the  East  usually  buys  over  the  telephone. 

Mr.  Powell.  I  would  not  want  to  try  to  apply  that  on  those 
goods;  I  do  not  know  anything  about  dry  goods,  feut  I  would  apply 
it  to  the  articles  that  are  liable  to  be  lost. 

Representative  Sumners.  Do  you  observe  that  the  fluctuations  in 
the  retail  market  correspond  to  tne  fluctuations  in  the  price  which  the 
retailer  pays  for  these  perishable  commodities  ? 

Mr.  Powell.  Yes ;  omy  they  fluctuate  more  slowly  than  the  whole- 
sale prices.  But  take  the  three  sets  of  figures — I  am  not  quite  sure 
whether  you  were  in,  Congressman,  when  I  outlined  the  matter  tJiat 
for  three  years  we  were  making  a  study  of  distribution.  We  take  the 
prices  from  three  places,  the  price  to  the  jobbers,  and  to  the  retailer, 
and  to  the  consumer,  on  the  same  lot  of  fruit.  Now.  you  have  the 
three  sets  of  figures,  and  on  our  chart  I  draw  a  line  oi  the  wholesale 
pi'ice  for  eight  years,  and  that  wholesale  price  will  follow  identically 
our  price  to  the  jobber,  and  you  take  jrour  retail  price  and  that  wiU 
follow  your  wholesale  price  also.  It  will  be  a  little  slow  in  adapting 
itself,  but  it  will  follow.  If  I  had  our  charts  here  I  could  illustrate 
that  to  you.  I  think  it  was  a  most  amazing  thing  to  me,  the  way  these 
prices  followed  each  other  with  the  accuracy  of  an  engineer's  chart, 
based  upon  the  studies  of  these  three  sets  of  figures  which  we  have 
made,  if  you  had  all  this  stuff  centralized  down  town,  it  would  not 
do  it,  but  the  fact  that  you  have  it  distributed  in  a  large  number 
of  stores  it  could  not  be  otherwise.  The  retailer  will  relate  his  price 
to  the  wholesale  price,  because  if  he  does  not  somebody  else  in  the  next 
block  will  vary  his  price  and  follow  the  wholesale  price  and  he  will 
get  the  customer.  Ii  you  take  the  car  lot,  the  wholesale,  and  the  retail 
prices  over  a  period  of  years  and  chart  them,  the  three  lines  will 
follow  each  other  with  almost  mathematical  accuracy. 

Representative  Ten  Eyck.  Have  you  a  chart  of  the  overhead  of 
those  various  stores? 

Mr.  Powell.  You  mean  the  grocery  stores? 

Representative  Ten  Eyck.  The  stores  you  sell  to. 

Mr.  Powell.  The  chain  store,  or  the  corner  grocery  ? 

Representative  Ten  Eyck.  Yes ;  both. 

Mr.  Pow^ELL.  No ;  we  take  the  average 

Representative  Ten  Eyck.  I  know,  but  what  I  am  getting  at  is,  do 
you  have  any  information  as  regards  the  amount  of  the  overhead 
costs  of  these  distributing  stores? 

Mr.  Po\vELL.  No ;  not  from  our  investigation. 

Representative  Ten  Eyck.  You  see,  that  to  a  certain  extent  would 
cover  the  cost  to  the  consumer,  and  while  the  rise  and  fall  of  the 
prices  would  follow  your  wholesale  prices  evenly,  if  the  overhead 
charge  varied  at  different  times,  why  their  percentage  of  profit  would 
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vary,  or  they  would  go  out  of  business.  They  have  to,  in  a  business 
way,  follow  their  overhead  charges,  because  their  profits  would  vary 
in  accordance  with  their  overhead  charges;  is  that  not  so? 

3fr.  Powell.  I  think  so. 

Bepresentative  Funk.  Mr.  Chairman,  I  think  that  exhibit  sub- 
mitted bv  Mr.  Powell  should  go  into  the  record,  if  it  is  not  already 
proTide(f  for. 

The  Chairman.  We  have  that  exhibit  in  another  form  to  put  into 
the  record.  But,  without  objection,  this  exhibit  now  submitted  by 
Mr.  Powell  may  go  into  the  record.  I  presume  in  printing  we  shall 
have  to  omit  these  dollars  at  the  top  of  the  page.  We  have  no  op- 
portunity of  printing  the  chart. 

(The  exhibit  referred  to  is  printed  in  full,  as  follows:) 

Division  of  the  consumer  dollar  paid  for  orangca. 


[C<»npiled  by  the  Calirornia  Fruit  Growers'  Exchange.] 


Dee.  I,  1913-Nov.  15,  1918  (5-ypar 
period,  averaged): 

Fruit  on  tree 

Harvesting 

Paddng 

SclKng 


F.o.b.Califomia. 
Transportation 

F.  0.  b.  market 

J<*ber's  mai^n . . . 


Jobber's  price 

Retailer's  margin. 

Consumer  paid . . . 


j  S2.265 

39.8 

.112 

2.0 

.341 

6.0 

.061 

1.0 

O    TTO 

AQ    Q 

Dec.  1, 1918-NoT.  15, 1919: 

Fmii  on  tree 

Harvesting 

Packing 

Selling 


F.o.b.Califomia. 
.Transportation 

F.  0-  b.  market 

Jobber's  margin... 


Jobber's  price 

Retailer's  margin. 

Consumer  paid. . 


2.779      48.8 
.935  \    16.4 


3.714 
.48 


65.2 

8.4 


4.194       73.6 
1.50        26.4  , 


5.69 


3.277 
.138 
.406 
.066 


100.0 


42.4  ; 
1.8  I 
5.3 


3.887 
L223 


60.4 
15.8 


5.11 
.59 


5.70 
2.02 


7.72 


66.1 
7.6 


73.8  ' 
26.2  I 


100.0 


Dec.  1,  1919-Nov.  15,  1920: 

Fruit  on  tree 

Harvesting 

Packing 

Selling 


Per 
box. 


I  Per 
cent. 


$3,540 
.184  , 
.594  1 
.092  ' 


39.1 
2.0 
6.6 
1.0 


F.  0.  b.  CaUfornia 4.410 

Transportation 1. 640 


F.  o.  b.  market . . 
Jobber's  margin . 


48.7 
18.1 


Jobber's  price 

Retailer's  margin. 

Consumer  paid . . . 


Dec.  1,  1920-May  15,  1921: 

Fruit  on  tree 

Harvesting 

Packing 

Selling 


F.  0.  b.  California . 
Transportation 

F.  o.  b.  market 

Jobber's  margin... 


Jobber's  price 

Retailer's  margin.. 

Consumer  paid... 


6.05 
.75 


66.8 
8.3 


6.80 
2.25 


75.1 
24.9 


9.05       100.0 


1.762 
.186 
.600 
.092  i 


25.9 
2.7 
8.8 
1.4 


2.640 
1.64 


38.8 
24.1 


4.28 
.54 


62.9 
8.0 


4.82 
1.98 


70.9 
29.1 


6.80     100.0 


A  careful  statistical  survey  conducted  by  the  California  Fruit  Growers* 
fjcchange  over  a  period  of  eight  years  in  minimizing  tlie  guess worlc  in  the 
difitributlon  and  marketing  of  California  citrus  fruits. 

Since  December  1,  1913,  thorough  surveys  of  the  factors  entering  into  the 
sellinjr  of  oranges  and  lemons  have  been  compiled  at  intervals  through  infor- 
mation supplied  by  the  eastern  agents,  dealer  service  men,  and  .special  iftvesti- 
gators  with  the  cooperation  of  the  jobbing  and  retail  trade. 

One  of  the  most  interesting  and  Important  phases  of  this  work  has  been 
the  investigation  and  study  of  the  cost  of  oranges  and  lemons  to  the  consumer 
Md  the  distribution  of  the  dollar  the  consumer  pays  for  oranges  between  the 
producer  and  the  various  factors  in  distribution. 

The  method  of  the  research  which  started  In  December,  1913,  has  been 
^rtually  the  same  for  each  succeeding  period.  It  is  as  follows :  Exchange  sales 
agents  check  up  the  retail  prices  on  particular  brands  and  sizes  of  oranges  and 
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lemons;  follow  these  brands  back  to  the  jobber  and  ascertain  his  price  and 
show  the  price  paid  by  the  Jobbers  in  carload  lots. 

An  average  is  taken  of  the  retail,  jobbing,  and  car-lot  prices  shown  on  these 
reports,  and  by  percentages  the  dollar  paid  to  the  retailer  is  distributed  over 
the  factors  that  enter  into  the  harvesting,  packing,  and  distribution,  the 
remainder  showing  what  proportion  of  the  dollar  conies  back  to  the  producer 
for  his  labors. 

The  figures  compiled  in  the  above  charts  cover  Valencias  and  navels  as  well 
as  other  varieties  of  oranges. 

In  the  five-year  period  from  December  1,  1913,  to  November  15.  1918,  the 
dollar  was  divided  up  approximately  into  the  following  elements  when  traced 
back  to  the  producer. 

The  retailer's  gross  margin  averaged  26.4  per  cent  of  the  consumer's  dollar 
during  the  five  years. 

The  jobber's  gross  margin  averaged  8.4  per  cent  of  the  consumer's  dollar. 

The  railroad's  gross  revenue  over  this  period  averagetl  16.4  per  cent  of  the 
consumer's  dollar. 

The  cost  of  distribution  through  the  exchange,  including  advertising,  aver- 
aged 1  per  cent  of  the  consumer's  dollar. 

The  crops  returned  to  California  during  thTS  averaged  five-year  period  ap- 
proximately 49  per  cent  of  the  consumer's  dollar,  of  which  the  fruit  on  the 
tree  received  nearly  40  per  cent. 

TRANSPOBTATION   CHARGES  ADVANCE. 

An  interesting  commentary  brought  out  in  the  compilation  of  the  figures 
Included  in  the  charts  pictured  above  is  the  steady  increase  in  transportation 
charges  which  have  gradually  been  making  larger  and  larger  inroads  on  the 
•consumer's  dollar  spent  for  oranges. 

During  the  5-year  period  from  December  1.  1913,  to  November  15,  1918.  the 
average  transportation  charges  amounted  to  16.4  per  cent  of  the  consumer's 
dollar.  In  the  season  of  1919  the  charges  for  transportation  dropped  slightly 
to  15.8  per  cent  of  the  consumer's  dollar.  In  1920  the  percentage  of  the  con- 
sumer's dollar  paid  to  railroads  for  the  transportation  of  oranges  jumped  to 
18.1  per  cent.  The  greatest  inroads  made  by  transportation  charges  into  the 
consumer's  dollar  are  within  the  past  6-month  period  from  December  1, 
1920,  to  May  15,  1921,  when  a  jump  from  18.1  per  cent  to  24.1  per  cent  was 
registered  by  transportation  charges  against  the  dollar  which  the  consumer 
pays  for  oranges. 

INCBEASED  FIXED  CHARGES  LOWERS  GROWER'S  RETITINS. 

Perhaps  the  most  conclusive  proof  that  an  increase  in  transportat'on  and  the 
Other  so-called  "  fixed  charges  "  is  inevitably  Acconipanied  by  decreased  returns 
to  the  producer  is  shown  in  these  charts. 

During  the  five  .vears  covered  when  tran.sportation  charges  absorbed  16.4  per 
cent  of  the  consumer's  dollar  the  fruit  on  the  tree  returned  on  tm  average  of  39.S 
per  cent  of  the  consumer's  dollar  to  the  grower. 

In  the  season  of  1919,  when  transportation  charges  were  only  15.8  per  cent 
of  the  consumer's  dollar,  an  lncrea.se  of  42.4  per  cent  of  the  consumer's  dollar 
returned  to  the  producer  was  registered. 

The  following  .vear,  1920,  with  transportation  charges  taking  an  average  of 
18.1  per  cent  of  the  consumer's  dollar  the  return  to  the  producer,  or  the  fruit 
on  the  tree,  dropped  to  39.1  per  cent  of  the  consumer's  dollar  paid  for  oranges. 

Within  the  last  6-month  period  from  December  1,  1920,  to  May  15.  1921. 
when  transportation  charges  absorbed  24.1  per  cent  of  the  consumer's  dollar, 
the  fruit  on  the  tree  returned  to  the  producer  only  25.9  per  cent  of  the  total 
the  consumer  expended  for  oranges. 

OPERATING  COSTS  SOMEWHAT  FIXED. 

An  important  item  which  should  be  noticed  in  these  charts  is  the  fact  that 
with  a  lower  price  per  box  a  larger  percentage  of  the  consumer's  dollar  goes 
for  '*  fixed  charges,"  such  as  harvesting,  packing,  and  transportaticm. 

The  operating  costs  of  the  retailer,  the  jobber,  the  railroads,  and  the  producer 
are  largely  fixed.  They  are  Independent  of  the  value  of  the  fruit.  They  repre- 
sent the  cost  of  producing  the  fruit;  of  freight  and  refrigeration  service;  of 


Digiti 


ized  by  Google 


AGRICULTURAL  INQUIRY.  21 

drfivery  by  the  retailer  and  jobber ;  and  the  jobber's  and  retailer's  cost  of  sell- 
ing. Prices  are  determined  by  the  relation  of  supply  to  demand  rather  than  by 
costs  of  production  and  distribution,  and  changes  in  these  costs  are  directly 
reflected  in  the  producer's  net  return. 

Mr.  Powell.  Mr.  Chairman,  I  regret  very  much  that  I  did  not 
know  I  was  to  appear  before  this  commission,  or  I  would  have 
brouffht  very  much  more  detailed  information  to  the  commission^ 
which  I  have  tried  now  to  supply  from  memory. 

The  Chaikman.  We  would  be  very  glad  to  have  you  submit  any 
detailed  figures,  Mr.  Powell,  that  you  think  would  be  valuable  to 
us  in  arriving  at  our  conclusions. 

Mr.  PowELJ^.  I  would  be  very  glad  to  submit  data  to  you,  Mr.  Chair- 
man, if  you  will  indicate  to  me  what  type  of  data  you  would  be 
interested  in. 

The  Chairman.  I  will  be  very  glad  to  do  that.  We  are  very  much 
obliged  to  you  for  your  statement,  Mr.  Powell. 

(And  thereupon  the  commission  proceeded  to  the  consideration  of 
other  business.) 
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WEDNESDAY,  AUGUST  10,  1921. 

Congress  of  the  United  States, 
Joint  Commission  of  Aoriciiltural  Inquiry, 

Washington^  />.  C. 
The  joint  commission  met,  pursuant  to  adjournment  on  yesterday, 
at  10  o'clock  a.  m.,  in  room  70,  Capitol  Building,  Representative 
Sydney  Ajiderson  (chairman)  presiding. 

The  Chairman.  The  commission  this  morning  will  hear  Mr. 
Franklin  N.  Brewer,  general  manager  of  Wanamaker's  store  in 
Philadelphia. 

Before  you  begin,  Mr.  Brewer,  I  would  like  to  outline  the  general 
character  of  the  investigation  that  the  commission  is  making,  parti- 
cularly the  various  phases  of  it  to  which  I  think  you  can  address 
yourself  with  profit  and  advantage  to  the  committee.  The  terms  of 
the  resolution  under  which  the  commission  is  operating  are  very 
broad,  indeed.  The  particular  part  of  which  I  think  you  can  give 
us  some  help  on  is  the  cause  of  the  difference  between  the  prices^  of 
agricultural  products  paid  to  the  producer  and  the  ultimate  cost  to 
the  consumer;  that  is,  the  differences  between  the  prices  which  the 
farmer  receives  and  the  prices  which  the  consumer  pays;  in  other 
^words,  the  spread  between  the  wholesale  and  retail  prices. 

Another  -proposition  we  are  considering  is,  the  relation  of  com- 
modities other  than  aOTicultural  products  to  such  products,  and 
also  the  character  and  efficiency  and  adequacy  of  the  usual  marketing 
system  of  the  country. 

We  will  be  very  glad  to  have  you  discuss  any  phase  of  retail 
merchandising  which  you  think  will  help  the  commission  in  arriving 
at  some  conclusions  with  respect  to  the  problems  that  it  is  considering. 

STATEMENT  OF  MB.  TBASKLDSt  N.  BEEWEE,  OENEEAL  MAHAOEE 
OF  JOHN  WANAMAEEE'S  STOEE,  PHILADELPHIA,  PA. 

Mr.  Brewer.  Mr.  Chairman,  in  considering  the  scope  and  character 
of  the  services  rendered,  I  think,  from  the  point  of  view  of  our 
business,  it  is  fair  to  assume,  in  general,  that  what  the  public  wants 
and  the  order  in  which  it  wants  it  are,  first,  the  exact  article  or 
the  exact  type  of  goods  desired  or  that  will  ultimately  satisfy; 
second,  I  would  put  a  pleasing  environment,  and  a  pleasing,  de- 
pendable quality  of  service;  third,  I  think  I  would  put  quality  of 
merchandise;  and  last  of  all,  price. 

The  Chairman.  Now,  in  that  statement  you  are  giving,  I  assume, 
what  vou  believe  to  be  the  elements  which  the  consumer  stresses? 
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Mr.  Brewer.  Yes;  in  the  order  of  their  demand.  The  pricSy 
perhaps,  being  the  last  in  importance  of  them. 

The  Chairman.  That  is  to  sav,  the  consumer  would  first  consider 
what  store  he  would  trade  in ;  the  various  considerations  which  you 
have  su^i^gested,  substantially  in  the  order  in  which  you  have  sug- 
gested tnem  ? 

Mr.  Brewer.  Not  necessarily  consciously,  but  practically. 

The  Chairman.  And  in  that  order  you  think  the  price  to  be  paid 
would  be  the  least  important? 

Mr.  Brewer.  Say,  rather,  the  last  in  importance. 

Senator  Lenroot.  Any  retailer  who  holds  that  view  would,  you 
think,  not  be  very  particular  about  a  dose  margin  on  prices? 

Mr.  Brewer.  No  ;  that  would  not  follow. 

Senator  Lenroot.  Why  not? 

Mr.  Brewer.  Because  if  he  goes  too  far  in  his  prices,  and  gains 
to  himself  a  reputation  for  extravagance  in  prices,  he  goes  far  to 
counteract  the  effect  of  his  other  three  elements. 

Senator  Lenroot.  That  would  only  go  to  the  extent  of  the  margin  ? 

Mr.  Brewer.  Yes.  I  say  if  he  goes  too  far  in  how  much  he 
charged. 

Senator  Lenroot.  But  a  merchant  holding  that  view  would  natur- 
ally not  feel  inclined  to  hold  his  prices  down  to  what  would  be  a 
reasonable  margin? 

Mr.  Brewer.  Yes;  he  would.  But  in  calculating  his  mar^n 
he  will  take  verv  carefully  into  consideration  the  (jualitv  of  service 
that  he  was  giving  and  the  real  desire  of  the  public  in  his  services. 

Senator  Lenroot.  Why  should  he  if  the  price  is  fourth  in  the 
mind  of  the  purchaser;  why  does  he  consider  these  other  elements 
and  still  make  only  a  reasonable  margin  ? 

Mr.  Brewer,  llie  fact  that  it  comes  fourth  does  not  reduce  its 
significance,  or  its  importance;  it  simply  puts  it  in^  order.  You 
must  take  into  consideration  all  of  these  other  items,  and  to  the 
extent  the  merchant  is  able  to  do  so  and  his  business,  grows  in 
consequence  his  turnover  increases  and  his  ability  to  hold  his 
prices  at  a  margin  which  is  fair  and  a  safe  one  for  comparison  with 
his  competitors  increases.  So  that  his  course  becomes  a  part  of  that 
wisdom  which  gains  the  real  point  by  the  broader,  less  direct  path. 
Not  by  aiming  at  narrow  economy,  but  by  giving  a  broader  return 
for  the  money  spent  with  him.  He  finds  that  this  gives  him  ability 
to  set  his  prices  as  economically,  as  closely,  as  his  neighbor  who 
does  not  aim  for  those  broader  elements  ot  service. 

Senator  Lenroot.  Let  me  put  it  this  way  then:  If  a  merchant 
believed  that  the  purchaser  had  in  mind  price  first  instead  of 
fourth,  would  not  his  margin  be  narrower  than  it  would  be  if  he 
believed  it  were  fourth  in  consideration  ? 

Mr.  Brewer.  No  ;  I  do  not  think  so.  As  a  matter  of  fact,  in  our 
own  experience  it  is  not  so. 

The  Chairman.  Let  me  see  if  I  get  your  idea,  if  I  may  interrupt 
•you.  Senator. 

Senator  Lenroot.  Certainlv. 

The  CHAiR]vfAN.  As  I  understand  you,  the  type  of  goods  which 
you  handle,  and  the  type  of  merchandise,  and  the  quality  of  serv- 
ice which  you  render  determines  to  a  large  extent  the  extent  of 
the  business  which  vou  do? 
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Mr.  Brewer.  Yes;  and  add  to  that  the  environment  of  the  sei^v- 
ice  in  the  selling. 

The  CHAIR3IAN.  And  that  environment  makes  it  possible  for  joii 
to  reduce  your  price  ? 

Mr.  Breweb.  Exactly.  I  think,  as  a  matter  of  fact,  our  turnover 
is  distinctly  larger  than  that  of  the,  average  store,  and  our  cost  of 
doing  business  is  less;  certainly  no  greater. 

The  Chairman.  What  is  the  turnover  in  your  store,  if  I  may  ask? 

Mr.  Brewer.  About  four. 

The  Chairman.  Four  times  a  year? 

Mr.  Brewer.  Yes,  sir. 

The  Chairman.  You  carry  nearly  everything? 

Mr.  Brewer.  I  am  not  on  my  own  ground  there.  I  do  not  give  that 
as  absolute,  but  that  is  my  impression. 

The  Chairman.  Your  turnover  means,  of  course,  the  average  turn- 
over, averaging  a  great  variety  of  goods,  some  of  which  have  a  very 
raoid  turnover  and  some  less  rapid  ? 

Mr.  Brewer.    Yes,  sir. 

The  Chairman.  In  other  words,  your  grocery  stock  may  have  a 
tumoFer 

Mr.  Brewter  (interposing).  We  do  not  carry  groceries. 

The  Chairman.  You  do  not  carry  groceries? 

Mr.  Brewer.  No,  sir. 

The  Chairman.  nTiat  do  you  get  the  most  rapid  turnover  on? 

Mr.  Brewer.  Wearing  apparel. 

The  Chairman.  Do  you  cany  furniture? 

Mr.  Brewer.  We  have  to  have  a  rapid  turnover  on  wearing  apparel 
because  the  styles  change  so  often.  Yes;  we  carry  a  large  stock  of 
fnmiture. 

The  Chairsian.  The  turnover  on  furniture  is  rather  slower? 

Mr.  Brewer.  Yes,  sir. 

The  Chairman.  The  statistical  tabulations  which  we  have  made 
indicate  that  retail  prices  generally,  during  this  more  or  less  of  a 
slnnip  that  has  occurred  during  the  last  8  or  12  months,  have  lagged 
behind  the  wholesale  prices ;  can  you  give  us  the  reason  for  that  f 

Mr.  Brewer.  I  douT  know  that  I  can.  Of  course,  that  would  be  the 
natural  order.  You  hold  goods  as  a  wholesaler,  and  I  hold  them  as  a 
retailer,  and  the  start  in  the  movement  of  goods  comes  in  that  way.  I 
still  have  the,goods  for  which  I  paid  the  higher  prices.  That  would 
be  the  perfectly  natural  order. 

Senator  Lenroot.  To  what  extent  is  that  true  of  the  wholesaler? 

Mr.  Brewt:r.  I  suppose  it  is  equally  true  of  the  wholesaler,  although 
the  wholesaler  starts  at  the  beginning  of  the  line ;  the  retailer  is  far- 
ther down. 

The  CHAiR3rAN.  I  assume  the  sequence  of  events  would  be  this,  that 
as  soon  as  the  wholesaler  gets  his  goods  and  the  prices  come  down 
from  the  manufacturer,  and  he  sells  those  goods  to  the  wholesaler, 
and  the  wholesaler  sells  to  the  retailer,  but  the  goods  come  down 
faster,  perhaps,  to  the  retailer  than  to  any  other  person.  He  has  to 
dispose  of  his  stock  that  he  bought  at  the  old  price ;  the  new  stock 
comes  in  and  comes  in  competition  with  the  old  stock  which  remains 
still  on  his  hands? 

Mr.  Brewer,*  Yes,  sir. 
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The  Chairman.  I  wish  you  would  discuss  a  little  bit,  if  you  will,  the 
relation  of  turnover  to  the  cost  of  doing  business. 

Mr.  Brewer.  You  mean  that,  given  the  same  plant  and  the  same 
expense,  the  more  rapid  the  turnover,  the  less  your  cost  or  percentage 
on  the  volume  of  business;  in  other  words,  the  larger  volume  of 
business  you  do  with  the  same  expense  of  handling  the  business,  the 
less  it  costs — the  less  per  cent  it  costs  you  to  do  that  business — is  that 
your  idea  ? 

The  Chairman.  Yes ;  I  want  to  get  at  the  relation  between  turn- 
over and  cost  of  doing  business. 

Senator  Lenroot.  In  your  statement  you  are  making  an  assump- 
tion that  is  not  quite  correct,  is  it?  You  say  the  same  expense.  Of 
course,  the  volume  of  turnover  does  have  a  bearing,  to  some  extent, 
on  the  plant  of  a^iven  size. 

Mr.  Breaver.  1  es ;  but  given  a  plant  such  as  ours — a  building  and 
equipment  and  a  force  of  people  which  is  capable  of  expanding  or 

contracting  a  great  deal  in  the  amount  of  business  done  in 

Senator  Lenroot  (interposing).  Without  additional  expense? 

Mr.  Brewer.  With  practically  no  additional  expense.  The  Christ- 
mas business  is  an  illuHtration  of  that.  We  do  have  to  increase  the 
rank  and  file  of  employees  very  largely,  but  otherwise  we  do  not 
increase ;  otherwise  there  is  very  little  increase  of  expense. 

Senator  Lenroot.  Could  jou  give  us  some  estimate  of  this  matter: 
Supposing  your  turnover,  instead  of  four  times,  was  six,  what  in- 
crease would  that  involve  ?  I  do  not  expect  you  to  be  accurate,  of 
course,  but  give  us  some  idea. 

Mr.  Brewer.  Suppose  the  expense  of  doing  business  were  20  to 
25,  and  I  should  suppose  we  could  add  another  time's  turnover  with- 
out raising  it ;  and  yet  I  would  like  to  have  the  commission  take  this 
as  guesswork.  As  1  explained,  that  is  not  the  side  of  the  business 
that  I  have  charge  of.  If  you  desire  a  more  accurate  calculation  on 
that  line,  I  would  be  very  glad  to  forward  to  the  chairman  of  the 
commission  such  information. 

The  Chairman.  We  would  be  very  glad  to  have  a  chart  or  table 
showing  the  relation  of  turnover  to  the  volume  of  business. 

Mr.  Brewer.  If  Mr.  Paull  will  let  me  know  what  points  you  would 
like  to  have  covered,  I  will  be  glad  to  furnish  it. 

Senator  Lenroot.  What  we  are  leading  up  to  is  this :  Take  your 
own  business.  If  your  turnover,  instead  of  four,  would  be  only  twice, 
would  there  be  any  substantial  increase  in  expense  ? 

Mr.  Brewer.  Increase  in  expense? 

Senator  Lenroot.  No  ;  reduction  in  expense. 

Mr.  Brewer.  A  reduction  of  direct  expense,  but  increase  in  ex- 
pense of  doing  business. 

Senator  Lenroot.  Yes ;  of  course. 

Mr.  Brewer.  Yes ;  a  fall  like  that  would  make  a  good  deal  of  dif- 
ference in  the  ratio  of  expense. 

Senator  Lenroot.  That  is,  in  gross ;  I  do  not  mean  percentage.  If 
you  could  give  us  some  data  on  that,  I  think  it  would  be  verj'  valuable. 

Representative  Ten  Eyck.  Your  department  store  is  like  a  number 
of  stores,  all  in  one,  is  it  not? 

Mr.  Brewer.  Yes,  sir. 

Representative  Ten  Eyck.  Each  department  runs  separately  and 
with  its  own  cost  of  overhead  and  all  that,  does  it  not? 
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Mr.  Brewer.  Charged  to  it ;  ves,  sir. 

Bepresentative  Ten  Eyck.  Charged  to  that  particular  store? 

Mr.  Brewer.  Yes,  sir. 

Kepresentative  Ten  Etck.  Now,  what  is  the  largest  cost  that  is 
chargeable  to  the  overhead  in  these  diflFerent  departments? 

Mr.  Brewer.  Wages^hen  supplies,  then  advertising. 

Representative  Ten  Eyck.  The  largest  item  chargeable  is  wages? 

Mr.  Brewer.  Yes,  sir. 

Representative  Ten  Eyck.  What  is  the  next? 

Mr.  BreweiT.  Well,  there  is  only  one  other. 

Representative  Ten  Eyck.  What  is  that? 

Mr.  Brewer.  That  is  the  rent,  light,  heat,  and  insurance,  and  gen- 
eral charges,  which  are  divided  up 

Representative  Ten  Eyck  (interposing).  I  see. 

Mr.  Brewer.  Delivery  is  included  in  that,  too. 

Representative  Ten  Eyck.  What  position  does  delivery  take  in 
proportion  to  the  other  costs? 

Mr.  Brewer.  I  think  our  delivery  would  cost  between  1  and  1^  per 
cent,  probably. 

Representative  Ten  Eyck.  Between  1  and  1^  per  cent? 

Mr.  Brewer.  Yes ;  certainly  not  2. 

Senator  Lenroot.  Have  you  given  the  percentage  of  cost  of  over- 
head? 

Representative  Ten  Eyck.  No;  he  has  not.  I  was  leading  up  to 
that.    Now,  what  is  your  percentage  of  wages  ? 

Mr.  Brewer.  It  would  run  from  18  to  20  per  cent,  I  would  think, 
offhand. 

Representative  Ten  Eyck.  And  the  total  of  the  others  that  you 
referred  to,  other  than  wages? 

Mr.  Brewer.  The  whole  direct  cost,  including  wages,  would  be 
between  20  and  30  per  cent ;  I  should  say  about  25  per  cent. 

Representative  Ten  Eyck.  What  would  be  the  total  of  the  whole? 

Mr.  BREWTai.  Perhaps  28  per  cent. 

Senator  Lenroot.  That  would  not  be  right,  would  it  ?  You  gave 
dehrery  at  1^  per  cent  and  wages  at  18  per  cent  and  the  other  at  25 
per  cent. 

Mr.  Brewer.  We  are  not  separating  them.  Delivery  is  in  there 
with  the  other  items. 

Senator  Lenroot.  Then,  the  other  would  be  7  per  cent? 

Mr.  Brewer.  Yes,  sir. 

Senator  Lenroot.  Delivery  l-J  per  cent;  wages  would  be  included 
in  the  delivery? 

Mf .  Brewek.  Yes,  sir. 

Representative  Ten  Eyck.  He  has  not  segregated  it. 

Mr.  Brewer.  Suppose  we  put  it  this  way:  About  25  per  cent  for 
general  expenses  of  doing  business,  and  that  would  include  ad- 
vertising and  the  delivery  and  all  that,  and  2^  to  3  per  cent  for  rent, 
light,  and  heat. 

Senator  Lenroot.  What  are  the  items  that  go  into  the  25  per 
cent? 

Mr.  Bre^t:r.  Wages  and  delivery  and  advertising ;  what  we  would 
call  the  direct  work  of  selling  goods ;  and  the  other  item  would  be  the 
plant— the  building,  and  so  on. 
Senator  Lenroot.  That  is,  taxes  and  insurance? 
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Mr.  Brewer.  Yes,  sir. 

Senator  Lenroot.  That  is  included  in  the  25  per  cent  ? 

Mr.  Brewer.  No  ;  that  would  be  included  in,  perhaps,  3  per  cent. 

Senator  Lenroot.  You  add  3  per  cent  to  the  25  per  cent  ? 

Mr.  Brewer.  You  see,  I  am  separating  the  actual  selling  of  the 
goods,  the  business  that  goes  on  in  the  building,  from  the  building 
itself — the  maintenance  and  operation  of  the  building  itself.  That 
would  be  insurance,  and  light  and  heat,  and  all  that  I  think  I  am 
about  right  to  set  25  per  cent  for  the  actual  doing  o^  the  business 
and  3  per  cent  for  the  other. 

Representative  Ten  Eyck.  What  you  might  call  the  rental  of 
space? 

Mr.  Brewer.  Yes,  sir. 

Senator  Lenroot.  It  would  be  more  than  that ;  you  say  insurance 
and  taxes 

Representative  Ten  Eyck  (interposing).  The  insurance  and  taxes 
are  included? 

Mr.  Brewer.  Yes,  sir. 

Representative  Ten  Eyck.  That  would  be  in  the  rental? 

Mr.  Brewer.  Yes,  sir. 

Senator  Lenroox.  The  rent,  but  not  the  insurance. 

Representative  Ten  Eyck.  If  a  man  owned  the  property  and 
insured  it,  it  would  be  included. 

Senator  Lenroot.  But  the  insurance  on  the  stock. 

Representative  Ten  ii-YCK.  The  insurance  on  the  stock  is  also  in- 
cluded. 

Mr.  Brewer.  No;  I  took  the  insurance  on  the  stock  in  the  25  per 
cent. 

Representative  Ten  Eyck.  So  this  3  per  cent  would  be  known  as 
the  rental  ? 

Mr.  Brewer.  Yes,  sir. 

The  Chairman,  Does  this  25  per  cent  include  profit  on  the  turn- 
over ? 

Mr.  Brewer.  You  mean  the  net  profit,  after  everything  is  paid  ? 

The  Chairman.  Yes. 

Mr.  Brewer.  No  ;  that  would  not  be  included  in  the  25  per  cent. 

Senator  Lenroot.  Now,  what  would  ordinarily  be  added  to  the  25 
per  cent  for  profit? 

Mr.  Brewer.  I  do  not  know  what  the  business  nets,  but  I  imagine 
around  fi'om  3  to  4  per  cent. 

The  Chairman.  On  the  gross  sales? 

Mr.  Brewer.  That  would  be  the  net  profit. 

The  Chairmjvn.  Net  profit  on  the  business? 

Mr.  Brewer.  Yes,  sir. 

Senator  Lenroot.  What  would  be  the  net  profit  added  to  that  28 
per  cent ;  you  have  25  per  cent  and  3  per  cent ;  what  would  be  added 
for  the  profit? 

Mr.  Brewer.  The  net  profit  would  be  added. 

Senator  Lenroot.  That  would  mean  a  margin  between  the  whole- 
saler and  the  jobber's  price  and  the  price  the  consumer  paid  of  31 
per  cent? 

Mr.  Brewer.  If  I  am  correct  in  my  figures.  I  may  be  a  little  too 
strong  in  that.  My  impression  is  that  the  merchandise  represents 
a  little  more  than  70  per  cent. 
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Senator  Lenroot.  That  is,  you  think  this  percentage  is  probably 
hiffhf 

Mr.  Brewer.  I  say,  if  it  is  off  the  line  at  all,  it  is  in  the  direction 
of  being  a  little  high. 

Senator  Lenroot.  A  little  high,  you  think? 

Mr.  Brewer.  Yes,  sir. 

Senator  Lenroot.  So  that  with  a  turnover  of  four  times  we  ought 
not  to  expect  a  greater  increase  over  wholesale  prices  than  30  or  31 
per  cent;  is  that  correct? 

Mr.  Brewer.  If  I  am  right  about  it. 

Representative  Ten  Etck.  In  other  words,  your  gross  profits  on 
your  sales  would  be  how  much  ? 

Mr,  Brewer.  Around  30  per  cent. 

Senator  Lenroot.  Now,  of  course,  that  would  not  run  right 
through— that  average? 

Mr.  Brewer.  No,  sir. 

Senator  Lenroot.  Can  you  tell  us  something  about  the  minimum 
of  percentage  upon  the  gross  sales,  and  the  maximum,  that  goes  to 
makeup  that  average? 

Mt.  Brewer.  Not  very  well.  I  made  clear  to  your  chairman,  or  to 
your  secretary,  before  I  came  down  that  that  was  the  side  of  the 
business  that  was  not  my  side. 

Senator  Lenroot.  That  would  be  true  ? 

Mr.  Brewer.  Oh,  ves;  absolutely  true.  Jeweliy,  for  instance,  car- 
ries a  larger  profit!  Coming  down  to  notions,  and  things  of  that  kind, 
they  are  very  much  less.  And  between  the  two  the  margin  would 
varjr  with  each  class  of  goods. 

Senator  Lenroot.  Take  a  business  like  your  own,  is  there  any  con- 
siderable volume  of  goods  that  are  sold  at  cost ;  sometimes  there  are 
sales  at  cost,  I  take  it  ? 

Mr.  Brewer.  It  has  never  been  Mr.  Wanamaker's  policy  to  sell 
itans  at  cost,  or  below  cost,  as  a  method  of  advertising,  but  only  in 
the  ordinanr  run  of  business  when  goods  have  to  be  gotten  rid  of. 

Senator  Lenroot.  To  get  rid  of  the  goods? 

Mr.  Brewer.  Yes,  sir. 

The  Chairman.  Mr.  Brewer,  what  was  the  effect  of  the  so-called 
prosperity  of  1919  in  the  movement  of  retail  goods;  did  they  move 
faster  during  that  f>eriod  with  a  tendency  to  get  rid  of  stocks  in 
anticipation  of  a  drop  in  price,  or  what  was  the  situation  in  1919  ? 

Mr.  Brewer.  Nineteen  hundred  and  nineteen  was  a  strikingly  good 
year.  The  business  and  demand  for  goods  held  on  beyond  expecta- 
tion. And,  of  course,  it  resulted  in  getting  stocks  down  in  a  very 
healthy  degree.  It  was  an  advantageous  thing  from  the  view- 
point of  the  retailer. 

The  Chairman.  Do  you  think  that  retailers  and  wholesalers  dis- 
counted in  advance  the  probable  drop  in  prices? 

Mr.  Brewer.  Of  course,  everybody  knew  it  was  bound  to  come. 
As  soon  as  the  armistice  was  declared  everybody  knew  it  was  bound 
to  oome.  The  whole  thought  then  was,  How  are  we  going  to  get  back 
to  normal  again?  Just  as  before  the  armistice,  the  thought  was. 
How  are  we  going  to  get  the  merchandise  the  people  want  ?  So,  as 
*  general  thing,  the  drop  was  anticipated.  But  as  a  direct  forecast, 
or  exact  forecast,  I  thnik  very  few  people  had  their  minds  clear  as  to 
'fhen  it  would  happen. 
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The  Chairman.  You  would  think,  then,  your  inventories  on  Janu- 
ary 1,  1920,  were  at  a  relatively  lower  point  than  they  were  pre- 
viously during  the  year. 

Mr.  Brewer.  The  eflFort  was  made  all  during  1919  to  reduce  the 
inventory,  and  I  should  have  supposed  that  general  figures  would 
show  a  distinct  reduction  at  the  beginning  of  1920.  And  yet  not  a 
very  great  reduction  either,  because  the  demand  was  strong  in  1919 
ana  prices  were  rising  and  the  volume  of  merchandise  womd  not  be 
accurately  represented  by  the  inventory  in  dollars.  So  that  prob- 
ably thete  was  comparatively  very  little  fall,  although  the  effort 
was  constantly  on  to  get  rid  of  ^ods  that  were  previously  on  hand, 
and  to  live  from  hand  to  mouth  in  supplying  daily  needs. 

The  Chairman.  You  think,  then,  during  1919  merchants  gener- 
ally, both  wholesale  and  retail,  were  anticipating  a  drop  in  prices 
in  1920  or  perhaps  earlier? 

Mr.  Brewer.  Undoubtedly. 

The  Chairman.  Now,  I  think  Wanamaker's  was  the  first  to  make 
a  considerable  reduction  in  prices  in  recognition  of  the  imminence 
of  falling  prices. 

Mr.  Brewer.  Yes. 

The  Chairman.  Now,  if  you  are  willing  to  do  it,  I  would  like  to 
have  you  explain  the  reasons  which  moved  you  in  adopting  that 
policy;  the  economic  and  financial  reasons. 

Mr.  Brewer.  I  will  be  very  glad  to  give  you  our  whole  mind  on 
the  subject.  In  the  first  place,  as  I  said,  it  was  manifest  to  every- 
one that  the  break  would  have  to  come. 

In  the  next  place,  Mr.  Wanamaker,  personally,  is  a  very  unusual 
man.  He  is  a  far-seeing  man;  has  a  vision  ot  things  in  advance 
which  carries  him  ahead  of  the  average  person. 

In  the  next  place,  he  is  more  than  a  merchant ;  he  is  a  statesman. 
He  thinks  in  terms  of  the  life  of  the  country,  and  he  knew  perfectly 
well  that  the  time  had  come — that  prices  were  abnormally  high — 
that  the  break  must  come,  and  to  precipitate  that  break  at  a  time 
when  it  would  be  most  beneficial,  was  a  thing  that  a  man  who  was 
as  preeminently  a  leader  and  as  sincerely  devoted  to  the  good  of  the 
people  as  he,  would  regard  his  duty. 

And  so  when  he  did  come  to  that  conclusion,  and  it  was  after  a 
great  deal  of  consideration  and  many  conferences  with  his  chiefs 
of  the  New  York  .store  and  the  Philadelphia  store,  he  came  to  it 
from  both  of  those  Doints  of  view. 

The  Chairman.  Can  you  state  when  the  conclusion  was  arrived  at? 

Mr.  Brewer.  The  final  conclusion  was  arrived  at  on  the  day  be- 
fore the  publication  of  it  in  our  advertisements. 

The  Chairman.  There  was  no  considerable  interval,  then,  between 
the  time  when  you  arrived  at  the  conclusion  as  to  what  was  going  to 
happen  and  what  he  was  going  to  do  and  the  time  when-  he  did  it? 

Mr.  Brewer.  No;  there  were  a  number  of  days  of  study  and 
thought,  but  when  the  final  conclusion  was  arrived  at  the  statement 
was  dictated  and  published  the  next  day. 

Representative  Ten  Etck.  Do  you  remember  what  day  that  was, 
approximately? 

Mr.  Brewer.  I  think  Mr.  King  would  know.  I  know  we  finished 
on  the  4th  of  July. 
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Mr.  King.  About  the  first  week  in  May. 

Mr.  Brewer.  We  had  the  full  months  of  May  and  June.  It  was 
very  early  in  May,  I  think. 

Sepresentative  Ten  Etck^  What  year? 

Mr.  Brewer.  1920. 

Mr.  Kino.  It  was  the  first  month  of  the  market  break. 

The  Chairman.  Had  there  been  any  general  reductions  in  whole- 
sale prices  before  this  policy  was  adopted  by  you  ? 

Mr.  Brewer.  As  I  remember,  very  few ;  and  in  a  great  many  in- 
stances the  tendency  was  still  up  rather  than  down  in  wholesale 
prices.  One  of  the  things  that  our  action  took  into  consideration 
was  the  fact  that  many  lines  of  wholesalers  were  showing  a  tendency 
to  stiffen  instead  of  lowering. 

Senator  Lbnroot.  Was  that  a  25  per  cent  reduction  ? 

Mr.  Brewer.  Twenty  per  cent. 

Senator  Lgbnroot.  Then  during  that  time  you  actually  sustained  a 
loss  in  money  in  making  that  r^uction! 

Mr.  Brewer.  Yes,  sir.  When  I  say  a  loss  I  would  have  to  analyze 
exactly  what  was  meant  by  that.  Certainly  a  loss  oh  the  great 
mass  of  individual  articles  and  lines  directly  affected. 

Senator  Lenroot.  No;  I  do  not  mean  that.  If  your  cost  of  doing 
business  was  28  per  cent  and  your  profit  on  gross  sales  was  3  per 
cent  and  you  made  a  reduction  of  20  per  cent,  you  must  have  sus- 
tained an  actual  loss. 

Representative  Ten  Etck.  Was  not  your  reduction  in  those  goods 
in  which  you  had  over  33  per  cent  profit  ? 

Mr.  Brewer.  You  can  not.  pick  out  a  month's  business  and  apply 
fi^ires  to  it  that  way.  It  is  a  question  of  what  you  replace  the  goods 
with  that  you  sell ;  how  they,  the  latter,  sell  then,  and  so  on. 

Representative  Ten  Etck.  There  were  lots  of  things  that  you  did 
not  reduce  at  all  at  that  time  ? 

Mr.  Brewer.  We  took  20  per  cent  flat  off  of  everything. 

Senator  Lenroot.  I  was  just  coming  to  that,  Mr.  Brewer.  Surely 
in  dollars  there  was  a  loss,  but  if  you  could  replace  those  goods 
ai  the  same  reduction,  there  would  be  no  loss  ? 

Mr.  Brewer.  That  would  average  down  the  loss.  It  is  all  a  ques- 
tion of  the  conditions  existing  and  the  conditions  to  follow. 

The  CiiAUtMAN.  How  long  did  the  20  per  cent  reduction  continue? 

Mr.  Brewer.  During  the  two  months  of  Mav  and  June,  ending 
the  3d  of  July. 

Senator  Lenroot.  Were  prices  then  restored  ? 

Mr.  Brewer.  The  20  per  cent  was.  A  good  many  ffoods  were  re- 
priced. Some  went  up  to  former  prices  again ;  not  all,  but  many  of 
them. 

Senator  Lenroot.  That  led  to  very  largely  increased  sales? 

Mr.  Brewer-  Yes,  sir. 

Senator  Lenroot.  Was  thei-e  an  almost  complete  turnover  in  those 
60  days? 

Mr.  Brewer.  I  do  not  believe  I  know.    It  was  large. 

Senator  Lenroot.  If  it  was  four  times  during  the  year,  probably 
it  would  be  almost  a  complete  turnover  with  the  added  sales,  would 
it  not? 

Mr.  Brewer.  Yes,  sir. 
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Senator  Lekroot.  So  that  you  were  restocking  your  store  then  at 
a  lower  price  level  ? 

Mr.  Brewer.  Yes,  sir. 

Senator  Lenroot.  At  the  end  of  the  period  ? 

Mr.  Brewer.  Yes,  sir. 

The  Chairman.  In  order  to  get  some  idea  of  the  volume  of  this 
business,  how  did  this  sale  compare,  for  instance,  with  your  Christ- 
mas business? 

Mr.  Bre\st:r.  Well,  we  say  among  ourselves,  it  gave  us  a  Christ- 
mas business.  I  am  not  able  to  say  from  memory  how  exactly  that 
is  true.  I  do  not  think,  as  a  matter  of  fact,  it  did.  But  it  gave  us  so 
abnormally  large  a  business  that  we  compare  it  in  that  way  when 
we  speak  of  it. 

The  Chairman.  Are  there  any  figures,  or  is  there  any  sound 
opinion  as  to  the  extent  to  which  a  business  which  is  increased  over 
a  short  period  holds  that  increase;  I  mean,  did  you  make  any  new 
customers  who  continue  to  do  business  with  vou  m  the  store? 

Mr.  Brewer.  Yes;  I  think  we  did.  I  think  we  made  new  friends, 
decidedly. 

The  Chairman.  Is  there  any  way  of  estimating  the  percentage  of 
your  business  which  represents  customers  who  trade  with  you  regu- 
larly, and  who  are  transient  people  who  come  in  from  time  to  time, 
or  only  occasionally  ? 

Mr.  Brewer.  Xo;  there  is  not.  Of  course,  customers  who  carry 
<?harge  accounts  with  us  we  regard  as  regulars,  and  the  cash  pur- 
chasers include  the  transients,  though  they  are  not  by  any  means 
all  transient.  But  I  do  not  know  of  any  way  by  which  we  could 
judge  how  much  was  transient  and  how  much  was  regular.  Phila- 
delphia is  not  a  place  where  a  large  transient  business  is  done.  It  is 
much  more  in  New  York  and  Chicago  than  Philadelphia.  ; 

The  Chairman.  What  I  am  trying  to  get  at  is  the  extent  to  which 
the  consumer  is  influenced  by  his  own  habits  in  trading  with  certain 
people  as  compared  with  how  he  is  influenced  by  consideration  of 
prices  which  may  exist  temporarily,  perhaps,  in  other  stores. 

Mr.  Brewer.  The  interest  and  eagerness  for  "bargains,"  for  spe- 
cially priced  goods,  is  always  great,  and  there  is  always  a  large 
response  when  special  lines  of  goods  at  particularly  low  prices  are 
advertised.'  I  suppose  that  always  breaks  into  the  habits  of  a  pur- 
chaser a  good  deal.  Aside  from  that,  each  store  has  a  fairly  regular 
clientele  of  its  own. 

Representative  Ten  Eyck.  Did  you  do  this  in  all  your  stores? 

Mr.  Brewer.  Both  stores:  we  have  but  the  two — New  York  and 
Philadelphia. 

Representative  Ten  Eyck.  You  spoke  of  Chicago ;  I  did  not  know 
what  you  meant  by  that. 

Mr.  Brewer.  Xo;  I  said  there  was  not  as  large  an  element  of 
transient  customers  in  Philadelphia  as  there  is  in  New  York  and 
Chicago. 

Representative  Ten  Eyck.  Did  any  other  of  the  department  stores 
do  likewise? 

Mr.  Brewer.  No;  they  had  their  various  ways  of  advertising  price 
reductions  on  this,  that,  and  the  other  lot.  They  advertised  large 
reductions,  but,  aside  from  a  few  of  the  smaller  stores,  I  think  we 
were  the  only  one. 
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Bepresentative  Ten  Etck.  The  reason,  then,  that  you  really  made 
this  clean-up  was  on  account  of  Mr.  Wanamaker's  foresightedness, 
and  it  was  like  the  early  bird  catching  the  worm ;  he  sold  his  stock 
before  there  was  a  general  sale  of  that  kind  of  goods  over  the  two 
cities;  is  that  true? 

Mr.  Brewer.  I  think  it  helped  to  make  his  action  more  of  a  success. 

Bepresentative  Ten  Etck.  To  stand  out? 

Mr.  Brewer.  Yes ;  the  fact  that  the  others  did  not  follow. 

Representative  Ten  Etck.  Now,  in  relation  to  the  20  per  cent  dis- 
count, that  was  on  what  price — the  selling  price  or  the  purchase 
price? 

Mr.  Brewer.  The  goods  remained  priced  as  they  were,  and  the 
salesmen  simply  took  20  per  cent  off  of  the  sales  slip. 

Bepresentative  Ten  Etck.  Was  this  20  per  cent  below  the  actual 
cost  price  of  the  goods  in  any  instance? 

Mr.  Brewer.  Yes ;  in  a  great  many. 

Bepresentative  Ten  Etck.  Do  you  know  whether  or  not  at  the 
end  of  the  two  months  you  had  a  deficit  in  the  store  for  each  month 
or  » small  profit  ? 

Mr.  Brewer.  We  do  not  figure  it  out  month  by  month.  I  do  not 
think  I  could  answer  that  question. 

Bepresentative  Ten  Etck.  I  thought  that  your  departments  made 
a  report  to  the  general  manager  or  superintendent  each  month  of 
ales  and  purchases  and  profits. 

Mr.  Brewer.  That  is  going  on  all  the  time.  Sales  are  reported 
every  night,  and  purchases  are  reported  when  they  are  made.  The 
incoming  goods  are  reported  as  they  come  into  the  invoice  depart- 
ment; the  price  reductions  are  reported;  and  so  month  by  month  the 
general-merchandise  manager  is  able  to  keep  the  individual  depart- 
ment chiefs  pK)sted  as  to  what  margin  they  have  to  make  purchases 
for  the  next  month. 

Bepresentative  Ten  Etck.  Not  only  posted,  but  he  tells  him  what 
he  has  got  to  do  if  the  business  is  falling  off. 

Mr.  Brew^er.  Yes ;  to  keep  him  under  control. 

Senator  Lenroot.  What  determines  the  actual  fixing  of  the  acfual 
sale  price? 

Mr.  Brewer.  They  go  by  a  factor  that  has  grown  out  of  the  ex- 
perience of  the  store.  If  you  were  the  head  of  the  furniture  depart- 
ment, the  factor  of  profit  would  be  higher  than  mine,  if  I  were  the 
bead  of  the  clothing  department. 

Senator  Lenroot.  I  understand  that. 

Mr.  Brewer.  That  has  grown  out  of  the  experience  of  the  store. 

Senator  Lenroot.  But  take  a  rising  market;  I  take  it  the  stocks 
evidently  are  adjusted  to  a  rising  market,  are  they  not  ? 

Mr.  Brewer.  Yes,  sir. 

Senator  Lenroot.  So  that  upon  a  rising  market 

Mr.  Brewer  (interposing).  But  adjusted  more  automatically  than 
directly.   The  factor  would  be  the  same. 

Senator  Lenroot.  Let  us  see.  Supposing  here  is  a  commodity  that 
IS  bought  60  days  ago  at  a  low  price,  and  to-day  comes  on  a  rising 
market,  we  will  say,  which  has  increased  50  per  cent.  Now,  in  fix- 
ing the  price  of  a  commodity  bought  to-day,  would  you  not  adjust 
your  price  of  the  same  commodity  on  hand? 
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Mr.  Brewer.  That  would  depend  entirely  upon  the  circumstances. 
The  policy  of  the  store  is  to  sell  goods  they  have  on  the  basis  of  the 
actual  purchase  price.  If  you  were  a  department  chief  and  you 
had  a  small  lot  left  of  goods  that  you  bought  at  one  figure,  and  you 
had  to  buy  that  same  line  of  goods  at  a  higher  figure,  naturally  your 
small  lot  would  be  priced  up  with  the  new  lot  when  it  came  in.  But 
if  you  have  a  large  lot  of  goods,  and  the  price  goes  up,  until  you 
have  to  buy  again,  while  your  stock  lastSj  you  sell  at  the  old  rate. 

Senator  Lenroot.  Do  you  think  that  is  a  general  rule,  or  the  rule 
of  your  store? 

Mr.  Brewer.  There  is  no  general  rule.  As  I  say,  it  must  depend 
upon  circumstances.  I  know  that  we  were  very  conservative  in  that 
line.  Mr.  Wanamaker  is  not  one  to  join  in  the  profiteering  rush  to 
raise  prices.  I  know  that  there  was  strong  pressure  brought  to  bear 
upon  our  various  department  chiefs  to  prevent  their  raising  the 
prices  of  their  goods,  although  they  would  have  to  pay  more  when 
they  came  to  replace  them. 

The  Chairman.  Generally  speaking,  then,  the  goods  were  not  sold 
during  this  period  of  rising  prices  in  the  retail  trade  on  the  basis  of 
replacement  only  ? 

Mr.  Brewer.  No,  sir. 

The  Chairman.  You  think  they  were  sold  rather  on  the  basis  of 
what  they  cost  ? 

Mr.  Brewer.  I  think  so,  and  the  prices  went  up  as  the  purchase 
price  went  up,  on  the  actual  goods  purchased  at  the  new  prices. 

Representative  Ten  Etck.  Ana  is  it  not  a  fact  that  Mr.  Wana- 
maker's  store  sells  its  wares  for  less  gross  profit  than  most  of  the 
similar  stores  in  the  city  of  New  York? 

Mr.  Brewer.  I  think  it  is. 

Representative  Ten  Etck.  Is  that  due  to  the  economic  way  in 
which  he  handles  the  operation  of  his  store,  or  a  policy  of  his  ? 

Mr.  Brewer.  Both.  His  policy  throughout  has  been  to  hold  prices 
down,  so  that  if  you  deal  with  him  you  can  feel  that  in  the  long 
run,  in  general  purchasing,  you  are  protected  against  overcharge. 
Then,  in  addition  to  that,  there  is  the  other  policy  that  I  spoke  of 
at  the  beginning,  of  giving  a  generous,  pleasing,  dependable  quality 
of  service  and  environment.  While  those  factors  add  a  direct  ex- 
pense they  also  increase  the  turnover,  and  therefore,  I  believe,  our 
general  expense  of  doing  business  is  less  than  that  of  the  average 
store. 

Representative  Ten  Eyck.  Do  I  understand  you  to  say  that  you 
did  not  increase  your  prices  abnormally  during  the  war  on  articles 
purchased  previously? 

Mr.  Brewer.  Yes;  on  goods  we  already  held. 

Representative  Ten  Etck.  On  goods  you  already  held  ? 

Mr.  Brewter.  Yes,  dr. 

Representative  Ten  Eyck.  Now,  how  did  you  prevent — in  case  of 
silk,  we  will  say — ^how  did  you  prevent  other  stores  from  coming  in 
and  buying  over  your  counter  silks  and  things  of  that  sort  where  your 
normal  I'etail  price  was  actually  below  the  new  wholesale  prices? 

Mr.  Brewer.  That  does  not  often  happen. 

Representative  Ten  Etck.  It  did  happen,  though  ? 

Mr.  Brewer.  Yes,  sir. 
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Representative  Ten  Eyck.  What  did  you  do  in  that  instance? 
Mr.  Brewer.  In  some  instances  we  had  to  regulate  the  amount  we 
wouJdsell  to  any  one  purchaser,  and  in  some  instances  we  just  let  it  go. 

Bepresentative  Ten  Eyck.  Now,  in  relation  to  the  concentration 
of  wares  of  this  sort  in  large  department  stores.  The  other  day  we 
had  a  gentleman  here  who  spoke  of  the  retailing  of  food  products, 
and  he  made  the  suggestion  that  it  was  better  for  a  community  if  it 
had  a  large  population  to  increase  the  number  of  grocery  stores  and 
fruit  stands  throughout  the  entire  city,  as  he  felt  that  it  was  better 
for  the  trade  to  have  many  stores  distributed  throughout  the  entire 
city  for  the  ease  of  purchase  of  goods,  AVhat  is  your  idea  in  relation 
to  that? 

Mr.  Brewer.  I  think  there  is,  perhaps,  an  increasing  line  of  dis- 
tinction between  these  smaller  businesses  that  are  locally  close  to  the 
people  and  must  necessarily  deal  largely  in  staples  and  the  larger 
Dusinesses  that  can  afford  to  do  as  we  do — bring  in  the  unusual  and 
extraordinary  things  and  offer  a  range  of  merchandise  and  variety 
of  new  things  to  hem  lift  the  choice  oithe  neople. 

Bepr^entative  Ten  Eyck.  Does  not  Mr.  Wanamaker  deal  in 
canned  goods  and  goods  of  that  sort? 

Mr.  mEWER.  We  do  not  deal  in  groceries'  at  all. 

Bepresentative  Ten  Eyck.  I  thought  you  did  at  one  time. 

Mr.  Brewter.  No;  at  no  time. 

Bepresentative  Ten  Eyck.  I  was  mistaken.  Are  there  any  depart- 
ment stores  who  deal  in  them  ? 

Mr.  Brewer.  Yes:  a  great  many  of  them  do.  In  Philadelphia. 
Gimbel  Bros.  do.  In  New  York  Macey's  do,  and  several  do  in 
Chicago. 

Bepresentative  Ten  Eyck.  What  effect  has  the  increase  of  local 
stor^  throughout  the  community  on  prices  ? 

Mr,  Brewer.  It  is  a  hard  question  to  answer.  Generally  speaking, 
you  have  got  to  consider  that  there  is  something  besides  the  merchan- 
di^  itself  that  you  buy.  As  a  purchaser  you  buy  convenience,  and 
you  buy  pleasurable  surroundings,  and  so  on.  Now,  the  small  store 
pves  you  an  ability  to  run  in  and  get  what  you  want  on  the  spur 
of  the  moment ;  that  is  a  convenience.  It  is  very  much,  I  suppose^ 
as  the  competition  that  seems  to  be  coming  between  deliverv  of  freight 
by  truck  and  delivery  by  the  railroads.  The  railroads,  1  guess,  are 
finding  it  necessary  to  study  how  they  can  make  their  freight  deliv- 
eries more  convenient  and  make  it  less  necessary  for  the  man  who  is 
receiving  by  freight  to  go  a  long  distance  and  fetch  his  goods,  because 
the  automooile  truck  is  bringing  the  goods  closer  to  him. 

Bepresentative  Ten  Eyck.  That  was  your  original  slogan  of 
service,  was  it  not — one  of  them,  when  you  started  ? 

Mr.  Brewer.  Yes,  decidedly.  But  service  is  of  a  good  many  dif- 
ferent types.  Now,  these  smaller  stores  unquestionably  are  grow- 
ing, and  1  think  the  type  of  service  between  tlie  two  is  differentiat- 
ing more  and  more,  but  whether  with  a  distinct  effect  in  raising  or 
in  lowering  prices.  I  am  not  in  position  to  tell.  Certainly,  the  big 
chain  stores,  like  the  American  stores,  do  claim,  and  seem  on  tlie 
fare  of  it,  to  sell  lots  of  things  at  lower  prices.  The  big  mail-order 
^ablishments,  like  Sears.  Roebuck  &  Co.,  with  conservative,  staple 
lines  of  goods,  unquestionably  can  sell  at  low  prices. 
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Representative  Ten  Etck.  The  Williams  store  in  New  York,  now 
in  Brooklyn,  or  Williams  &  Sons;  that  is  a  mail-order  store  which 
sells  cheaper? 

Mr.  Brea\t:r.  I  am  not  familiar  with  it. 

Representative  Ten  Eyck.  There  is  quite  a  big  store  there.  What 
do  you  think  the  bearing  will  be  of  the  continual  growth  of  these 
small  stores  on  the  economic  condition  of  the  country? 

Mr.  Brewer.  Speaking  very  generally,  it  seems  to  me  that  we  are 
not  going  to  find  much  change  one  way  or  the  other.  The  small 
store  will  continue  to  develop  to  the  extent  the  public  finds  itself 
satisfactorily  served  by  it.  and  the  large  store  will  continue  to  de- 
velop to  the  extent  it  is  able  to  offer  what  the  public  wants.  It  is 
not  m  a  margin  of  greater  or  lesser  economj^  between  these  two 
that  we  are  going  to  find  very  much  difference  in  the  cost  of  living. 
We  must  get  back  to  the  question  of  production,  we  must  find  a  way 
to  stimulate  that :  we  must  find  a  way  to  protect  the  producer  so 
that  his  effort  and  his  life  in  producmg  are  satisfactory  to  him; 
so  that  he  is  attracted  to  it.  We  must  find  a  way  to  control  things, 
so  that  the  power  to  step  in  between  the  producer  and  the  consumer 
and  hold  up  the  line  of  flow  of  ^oods  and  levv  a  profit  without 
adequate  return — that  that  power  is  checked.  S^o  that  in  the  pro- 
duction end  will  be  the  attraction  to  the  man  who  wants  to  mate  a 
living;  the  attraction  be  at  the  producing  end  rather  than  in  the 
middleman's  position.  As  to  the  retailer,  as  I  said,  I  think  you 
will  always  find  it  will  not  be  narrow  economies  that  will  mean 
very  much  in  the  long  run.  In  proportion  as  producing  brings 
the  return  that  it  ought  to,  to  that  extent  the  number  of  pKjopIe 
attracted  to  the  middleman's  positions  will  grow  less,  automatically 
less;  and  the  retailer  will  find,  iust  as  he  finds  now,  that  as  he 
pleases  his  public,  his  public  will  buy  from  him,  and  that  the  prices 
of  his  goods  are  one  element  in  the  pleasing  always,  and  he  must 
keep  his  prices  normally  down. 

Representative  Ten  Etck.  Have  you  anything  to  suggest  that  can 
be  done  along  that  line,  for  undoubtedly  in  running  such  a  large 
mercantile  establishment  as  you  are  operating  you  have  had  a  great 
deal  to  do  with  the  purchases  of  goods  and  have  endeavored — I  im- 
agine you  are  continually  endeavoring — to  get  as  close  to  the  pro- 
ducer as  you  possibly  can  to  buy  cheaply.  I  understand  that  the 
proper  purchases  at  proper  prices  of  proper  materials  has  really  to  a 
great  extent  to  do  with  either  success  or  lailure  in  the  business? 

Mr.  Brewer.  Yes ;  of  proper  purchases  in  two  regards — to  get  the 
goods  that  the  public  will  want  and  to  get  them  so  that  you  can  give 
the  public  a  right  price  on  them. 

Representative  Ten  Etck.  Now,  give  us  a  little  experience  along 
that  line,  and  what  your  suggestions  would  be  as  regards  who  to 
eliminate  or  what  to  eliminate;  put  yourself  in  the  place  of  this  com- 
mission. 

Mr.  Brewer.  You  have  got  me  on  ground  where  I  feel  very  hesi- 
tant. I  will  say  what  I  have  in  mind,  but  I  do  not  feel  equal  to  the 
problem.    However,  this  may  have  a  bearing.    One  of  our  men  has 

Iust  returned — one  of  our  buyers — from  abroad.    He  found  the  mar- 
:et  abroad  high,  not  breaking,  and  with  not  too  much  goods  in  sight 
in  his  line,  and  yet  he  told  me  that  he  had  bought  freely,  more  so  than 


Digiti 


ized  by  Google 


AGRICULTURAL  INQU1R\.  37 

some  of  our  other  buyers.  The  others  were  more  conservative.  As  he 
put  it,  "  I  feel  confident  that  I  can  sell  my  goods  and  I  am  getting 
them  at  a  better  price  abroad  than  I  can  get  them  from  the  importers 
in  this  country,  and  so  I  am  taking  the  risk  that  some  of  the  other 
buyers  have  not  taken;  they  have  bought  more  conservatively  abroad, 
and  will  take  the  chance  of  having  to  pay  higher  prices  to  the  im- 
porter here."  Now,  that  element  of  risk  always  enters  in.  I  know  I 
am  not  answering  your  question  now ;  I  am  simply  making  this  state- 
ment for  what,  if  any,  value  it  may  have.  Now,  I  take  it  you  are 
asking  if  I  have  any  thought 

Representative  Ten  Eyck  (interposing).  That  will  cut  down  the 
cost  of  distribution. 

Mr.  Brewer.  That  will  cut  down  the  cost  of  distribution;  yes.  Of 
course,  the  biggest  element  of  abnormal  cost  is  the  waste  of  idleness, 
whether  it  be  idleness  of  people,  of  plant,  of  merchandise,  of  freight 

Representative  Ten  Eyck.  Or  capital? 

Mr.  Brewer.  Yes;  or  idleness  of  capital.  Now,  if  I  am  a  manu- 
facturer or  farmer,  anything  that  would  enable  me  to  have  guaran- 
teed for  myself  such  a  return  for  my  goods  as  would,  under  any  fore- 
castable  circumstances,  keep  me  from  breaking,  would  encourage  me 
to  keep  goin^  and  keep  my  employees  at  work,  keep  my  organization 
unbroken.  I  have  wondered  whether  the  time  would  not  come  when 
we  would  find  that  an  insurance  element  must  enter  in  to  assure  a 
return  on  the  output  up  to  a  certain  point.  This  .would  include,  of 
course,  the  question  of  how,  as  a  country,  we  could  take  the  goods 
that  are  idle  at  one  point  and  instead  of  leaving  them  idle  and  a  waste 
all  up  and  down  the  line,  put  them  out  where  they  are  needed  and 
at  a  price  that  would  at  least  keep  the  wheels  moving.  The  same 
question  is  up  constantly  with  regard  to  labor- — how  to  shift  from 
where  it  is  not  wanted  and  is  not  serving  to  the  place  where  it  is 
wanted  and  can  serve.  Always,  if  done,  thus  artificially — we  will 
call  it  artificially — al\^ays  at  a  price  which  would  not  put  the  move- 
ment into  competition  with  the  natural  flow  of  merchandise  or  of 
labor. 

Representative  Sumners.  May  I  ask  a  question  right  at  that  point : 
Bo  you  regard  that  it  would  be  more  economical  to  assist  the  ma- 
chinery for  the  shifting  of  merchandise  and  labor,  both  with  re- 
gard to  vocation  and  locality,  than  it  would  be  to  attempt  to  suffi- 
ciently stabilize  the  production  so  that  this  shift  will  not  be  necessary? 

Mr.  Brewer.  You  are  asking  a  question  that  only  experience  and 
the  actual  circumstances  could  answer.  In  actual  experience  neither 
of  those  processes  would  prevail  over  the  other.  Both  would  enter 
in.  If  we  were  living  in  a  smaU  community  and  there  was  more 
produced  than  the  normal  living  of  the  people  of  one  part  of  that  com- 
munity required,  while  scarcity  prevailed  in  another  part,  I  take  it 
we  would  find  a  way  to  take  the  surplus  here  and  use  it  over  there. 

Representative  Sumners.  Well,  there  is  an  irresistible  economic 
drift,  is  there  not,  toward  vocations  and  locations  of  greatest  profit? 

Mr.  Brewer.  Yes ;  that  irresistible  economic  drift,  of  course,  is  one 
of  the  forces,  buj  it  is  only  one. 

Representative  Sumners.  Do  you  think  anything  could  be  done  by 
legislation  or  by  arbitrary  methods  which  would  he  more  efficacious, 
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anything  more  than  merely  to  provide  an  open  way,  an  unobstructed 
way  through  which  this  shift  may  take  place? 

Mr.  Brewer.  I  am  hopeful  that  something  can  be  done  and  feel  that 
something  will  have  to  be  done.  If,  for  instance,  there  were  no  fire 
insurance,  there  would  be,  I  think,  nothing  like  the  same  normal  pos- 
session and  building  of  homes  there  is  to-day. 

Representative  Sumkers.  Do  you  mean  that  people  would  not  have 
houses? 

Mr.  Brewer.  Oh,  yes ;  they  would  have  houses,  but  they  would  be 
struggling  with  difficulties  with  regard  to  their  houses,  just  as  the 
farmer  is  now  with  his  crops  and  the  manufacturer  with  his  stocks 
from  time  to  time.  But  my  ability  to  build  a  house  and  insure  it  gives 
me  a  confidence,  and  I  go  on.  Now,  it  does  not  seem  reasonable  that 
we  should  go  on  living  with  such  conditions  unmet  as  do  exist.  The 
manufacturer  scents  his  dull  time  coming  and  he  stops  manufac- 
turing. He  says, "  I  will  produce  nothing  excepting  I  have  the  order 
for  it";  and,  of  course,  that  presses  back  and  back  as  people  are  out 
of  work,  and  the  comer  grocery  does  not  sell  as  much  goods,  and  so 
on.  You  know  the  whole  story.  The  farmer  produces  his  stuff,  and 
it  is  needed — ^needed  tremendously — in  New  York  or  somewhere  else, 
but  he  can  not  get  enough  to  pay  him  for  harvesting  and  shipping  it 
That  was  true  of  apples  in  New  York  State  last  year  or  the  year 
before.    And  you  know  better  than  I  do  how  often  it  is  true. 

Representative  Sumners.  What  would  you  do;  would  you  have  a 
fixed  price,  or  a  price-fixing  board  which  would  say  to  the  farmer 
that  for  his  different  products  he  shall  receive  a  certain  price? 

Mr.  Brewer.  I  have  looked  forward,  gentlemen,  to  the  time  when 
there  will  be  a  sort  of  insurance  principle  in  these  matters,  worked 
out  in  private  business  but  governmentally  directed,  that  would  mean 
this :  If  I  can  insure  myself  and  therefore  go  forward  with  confi- 
dence that  if  I  produce  I  can  at  least  get  a  price  out  of  my  goods 
that  will  keep  me  from  breaking;  and  that  ip  so  far  as  the  normal 
flow  of  business  does  not  give  me  that,  there  will  be'  an  agency 
which  will  direct  the  disposition  of  my  stuff,  and  will  recover  for 
itself  what  is  represented  by  its  insurance  of  me  in  the  best  way 
that  it  can. 

Kepresentative  Sumners.  But  in  order  to  do  that,  would  you  not 
have  to  establish  standards  for  manufactured  articles  to  which  they 
would  be  compelled  to  conform,  especially  with  respect  to  qualitv? 

Mr.  Brewer.  You  never  find  standards  established  very  rigidlv 
about  anything  of  this  kind.  It  would  be  a  question  where  the  stun 
could  be  disposed  of  to  the  best  advantage,  and  how.  You  certainly 
would  have  to  establish  agencies  for  taking  over  and  disposing  of 
the  surplus  goods,  or  an  organization  to  control  the  sending  and 
disposal  of  it. 

The  Chairman.  Let  me  see  if  I  get  your  idea :  A  low  price  of  a 
commodity  is  usually  the  result  of  a  relatively  small  overplus  of  the 
commodity  in  a  riven  locality  ? 

Mr.  Brewer.  In  a  given  locality,  jes;  but  not  in  the  world. 

The  Chairman.  Now,  your  idea  is  some  form  of  insurance  which, 
I  think,  you  do  not  use  at  all  in  a  technical  sense?  ' 

Mr.  Brewer.  No. 
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The  Chairman.  Which  will  provide  a  means  whereby  that  over- 
plus can  be  removed  from  the  coimnimity  where  it  is,  thus  relieving 
the  pressure  which  compelled  the  sale  below  the  cost  of  production! 

Mr.  Brewer.  Yes.  sir. 

The  Chairman.  To  some  other  place  where  it  can  be  consumed  at 
a  price,  even  if  that  price  may  be  abnormally  low  in  the  other  place? 

Mr.  Brewer.  Yes,  sir. 

The  CHAiRaiAN.  The  relative  increase  in  price  in  the  community 
where  it  was  a  weight  upon  the  market  will  oe  large  enough  to  take 
up  the  slack  occasioned  by  your  having  to  sell  at  some  omer  place 
at  a  lower  price  ? 

Mr.  Brewer.  Yes;  and  with  that  would  be  my  ability  to  insure 
myself  up  to  a  certain  point — bjr  paying  more  I  could  insure  myself 
higher,  of  course — up  to  the  point  where  I  felt  I  could  assume  the 
risk  of  going  ahead  with  my  production.  And  if  I  did  that,  I  would 
be  removed  from  the  temptation  of  deliberately  underproducing, 
whether  I  was  a  manufacturer  or  farmer,  and  my  employees  and  my 
communitv  would,  to  that  extent,  continue  as  normal  consumers, 
instead  of  dropping  into  abnormal  underproduction.  I  could  get 
rid  of  my  surplus  and  it  would  go  to  where  it  was  needed,  and  tne 
amount  of  surplus  would 

Representative  Sumners  (interposing).  What  is  to  prevent  it 
now,  without  the  operation  of  law,  from  going  to  the  place  where 
the  greatest  price  is  offered? 

Mp.  Brewer.  Oh,  so  many  things.  Of  course,  I  realize  when  the 
farmers  in  a  community  unite 

BeprQsentatiye  Sumners  (interposing).  You  are  speaking  agricul- 
turally, I  take  it — of  farmers  especially? 

Mr.  Brewer.  I  am  speaking  generally. 

Kepresentative  Sumners.  It  is  interesting  to  have  you  get  into 
that. 

Mr.  Brewer.  I  feel  that  where  farmers  are  uniting  and  creating 
cooperative  markets  they  are  accomplishing  this  very  process  we 
are  talking  about,  although  not  fully.  And  I  realize  that  the  manu- 
facturers can  get  along  in  the  same  way,  but  we  all  know  that  we 
have  not  got  past  the  times  when  you,  as  a  manufacturer,  hesitate  to 
teep  your  mill  running  unless  you  have  got  the  actual  orders  in  hand, 
nor  have  we  got  past  the  time  when  I,  as  a  farmer,  raise  my  wheat 
^ith  high  hopes  of  a  good  price  and  when  the  time  comes  get  less 
than  it  cost  me  to  raise  it. 

Now,  the  thought  I  have,  am  reaching  out  for,  is  to  change  those 
conditions.  We  would  do  it  if  we  were  a  little  community  among 
ourselves.  I  thing  our  whole  salvation  rests  in  learning  to  do  it  on 
such  a  big  scale  that  the  country  can  do  it  as  a  whole. 

Kepresentative  Sumners.  Under  such  an  arrangement  of  guar- 
anteed profits,  how  would  you  permit  the  economic  law  to  operate 
^hich  would  shift  the  surplus  from  the  place  where  it  was  not 
needed  to  some  place  where,  through  some  necessity,  the  public  re- 
<iuired  the  emplovment  of  the  products. 

^T,  Brewer.  C)f  course,  I  can  not  answer  you  that  any  more  than 
^hcn  fire  insurance  was  first  conceived  they  could  tell  you  of  the 
enormous  companies  and  their  methods  that  are  operating  to-day. 
1  only  know  that  it  seems  to  me  to  be  a  reasonable  thing,    i  do  not 
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know  about  insuring  a  profit.  I  do  not  know  that  you  could  go  to 
that  extent.  When  your  house  bums  you  do  not  get  a  profit  out  of 
your  insurance ;  it  simply  keeps  you  from  breaking,  and  you  go  on. 
But  I  do  feel,  with  a  principle  like  that  established,  we  would  find 
«  way  to  create  the  machinery. 

Representative  Sumners.  If  agricultural  producers  could  stand- 
ardize the  items  of  their  production,  the  various  crops,  and  there 
could  be  established  an  exchange  system  in  places  where  the  stand- 
ordized  products  should  be  listed  for  sale  and  buyers  could  resort 
there,  in  person,  or  by  agents,  and  have  a  financial  machinery  pro- 
vided to  make  the  orderly  marketing  of  agricultural  producte  pos- 
sible, might  it  not  be  possible  to  provide  machinery  under  which  the 
economic  laws — the  laws  of  Almighty  God — ^would  help  this  thing 
out,  rather  than  for  Congress  to  try  to  enact  mandatory  legislation? 

Mr.  Brewer.  Well,  I  have  three  thoughts  on  that:  In  the  first 
place,  to  the  extent  this  thing  you  are  talking  about  is  or  shall  be 
done,  our  problem  will  be  reduced.  There  is  much  to  be  gained  along 
that  line. 

In  the  next  place,  it  is  not  my  thought  that  the  Congress  would 
work  this  out  to  any  great  extent,  any  more  than  it  works  out  fire 
insurance.    I  think  that  is  for  the  business  men  to  do. 

Eepresentative  Sumners.  Fire  insurance  is  for  physical  loss. 

Mr.  Bre\\T5R.  No;  it  is  insurance  against  loss  of  the  amount  of 
your  financial  ability  that  your  house  represents. 

Representative  Sumners.  I  Imow,  but  what  you  are  trying  to  pro- 
tect against 

Mr.  Brewer  (interposing).  What  we  are  trying  to  protect  against 
is  my  going  broke  if  my  house  burns  down  and  I  have  not  the  money 
to  buy  another. 

Eepresentative  Sumners.  Of  course,  that  is  the  incentive  which 
causes  the  person  to  undertake  to  protect  himself  against  loss; 
to  protect  himself  against  the  loss  from  the  physical  destruction 
of  his  house. 

Mr.  Brewer.  It  prevents  the  man  who  is  insured  from  being  in  the 
position  of  the  farmer  who  can  not  market  his  crop;  it  is  the  same 
principle  in  the  end,  as  I  look  at  it.  But  we  would  look  to  Congress 
only  for  regulating  measures.  The  thing  itself  must  be  worked  out 
by  the  people  themselves. 

Now,  the  third  point:  I  think  we  all  believe  in  the  uniting  of 
fruit  producers  and  farmers,  and  so  on,  and  the  standardizing  of 
prices  and  placing  of  agencies  to  handle  their  goods.  There  will 
always  be  the  ups  and  downs  of  market  conditions.  You  can  not 
meet  the  whole  problem  that  way,  though  you  can  go  a  long  way 
toward  it. 

Eepresentative  Sumnt^rs.  You  can  not  control  the  volume  of  pro- 
duction. 

Mr.  Brewer.  No  ;  nor  a  good  many  other  factors. 

Eepresentative  Sumners.  The  hazards  of  production  for  instance. 

Mr.  Brewer.  So,  as  I  see  it,  there  is  always  going  to  be  some 
necessity  for  some  such  insurance  system.  Sooner  or  later,  I  be^J^ve 
the  country  will  come  to  it.  ^ 

Senator  Lenroot.  I  would  like  to  ask  you,  Mr.  Brewer,  whether 
the  spread  in  costs — speaking  of  percentages,  and  speaking  of  what 
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the  consumer  pays  and  the  producer  receives — ^if  the  spread  is  not 
very  much  greater  to-day  than  it  was  formerly  ? 

Mr.  Brewer.  You  ought  to  ask  an  economist  that  question.  I 
think  the  g:eneral  assumption  is  that  it  is,  that  the  middleman  is 
getting  a  bigger  slice  than  he  is  entitled  to,  under  right  manage- 
ment of  things.  It  would  be  wise  that  he  should  not  have  it ;  that 
he  be  a  producer  or  distributor,  and  not  an  intermediate  with  arbi- 
trary power  to  control  the  flow  of  things. 

Senator  Lenroot.  If  some  remedy  could  be  found  to  remove  that 
cost,  at  least  in  part,  is  not  that  the  greatest  single  thing  that  can 
be  done  for  the  relief  of  the  general  situation  ? 

Mr.  Brewer.  Yes;  and  it  is  just  that  that  I  feel  this- that  I  have 
been  talking  about  would  go  far  to  accomplish.  The  sooner  you 
can  guarantee  me  as  a  farmer  or  manufacturer  a  reasonable  safety 
and  a  reasonable  return  for  my  investment  and  labors  the  more  you 
will  encourage  me  to  remain  as  a  producer  and  become  a  greater  pro- 
ducer. And  the  more  you  can  make  the  business  of  producing  safe 
and  profitable  the  more  you  will  automatically  take  away  from  the 
midcfleman.  There  may  have  to  be  laws  to  regulate  the  per  cent  of 
profit  the  middleman  can  make,  and  so  on.  lean  not  go  into  that 
with  you  at  all.  But  I  believe  our  big  question  is  how  to  make  the 
producer  safe  and  make  his  business  stable  and  attractive  and  give 
him  confidence,  so  that  he  can  go  into  production  strong  and  hopeful 
for  his  life's  career. 

Senator  Lenroot.  You  stated,  did  you  not,  Mr.  Brewer — or  there 
was  some  testimony  here — that  the  cost  of  the  article  has  a  very 
material  bearing  upon  the  price  that  is  charged  for  that  article,  did 
you  not? 

Mr.  Brewer.  Oh,  absolutely. 

Senator  Lenroot.  If  there  are  three  grocery  stores  in  a  block,  or 
four  we  will  say,  where  one  or  two  could  render  the  service,  could 
not  the  cost  of  distribution  be  very  greatly  decreased,  at  the  same 
time  paying  as  great  a  profit  to  the  one  store  as  each  of  the  four 
now  receives? 

Mr.  Brewer.  I  think  you  are  feeling  for  an  artificial  control  there 
that  will  never  be  successfully  worked  out.  I  think  the  three  men 
will  say  they  are  entitled  to  do  business  there  if  they  want  to,  and 
if  they  can  each  make  a  living  under  the  conditions  prevailing  it  is 
leritimate  that  they  should.  If  the  conditions  prevailing  enable  them 
all  three  to  make  a  living  when  only  two  are  necessary,  then  the 
trouble  is  with  the  conditions  and  not  with  the  three  stores,  and 
you  will  not  change  it  very  much  by  lopping  off  any  of  the  stores. 

Senator  Lenroot.  Assuming — and  you  will  assume  for  the  pur- 
pose of  my  question — that  10  years  ago  there  was  not  anything  like 
the  number  of  retail  establishments  there  are  to-day,  and  10  years 
ago  there  was  a  very  much  less  spread  between  what  the  producer 
received  and  what  the  consumer  paid,  would  not  a  limitation — I  am 
not  speaking  of  congressional  action — but  a  limitation  upon  the 
number  of  the  retail  stores  in  a  given  territory  have  a  beneficial 
result? 

Mr.  Brewer.  Yes ;  but  it  will  have  to  be  done  indirectly.  If  there 
is  an  overamount  of  water  flowing  in  this  channel  and  it  is  depleting 
this  important  i>ond,  you  must  deepen  the  other  channel  and  the 
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•waters  will  automatically  adjust  themselves.  Now,  if  we  can  find 
a  way  to  make  production  the  adequate  and  confident  assurance  of  a 
living  for  a  man,  vou  wilji  deepen  that  channel  and  there  will  be  a 
falling  off  from  the  other  and  a  larger  flow  into  the  old  pond  of 
normal  life.  It  will  have  to  be  by  some  such  process  as  that,  and 
not  by  arbitrarily  saving  you  can  not  fish  in  this  stream  because 
there  are  too  many  fishing  here  already.  Stock  the  other  stream  and 
make  it  attractive  to  the  fishermen  and  he  will  go  to  it  of  his  own 
will. 

Bepresentative  Ten  Etck.  Theoretically  speaking,  or  practically 
speaking,  do  you  not  lay  a  map  before  yourself  or  the  purchasing 
agent  and  ascertain  at  various  times  from  the  people  who  handle 
the  goods  that  you  are  purchasing  the  profits  that  are  made  by  each, 
with  the  ultimate  idea  of  getting  close  to  the  producer,  so  that  you 
may  buy  your  wares  cheaper;  is  it  not  a  fact  that  Mr.  Wanamaker 
now  goes  to  the  fountain  of  production  on  account  of  his  ability  to 
buy  in  large  quantities? 

Mr.  Brewer.  Yes,  sir. 

Representative  Ten  Eyck.  And  thereby  under  buy  a  great  many 
other  people  who  have  to  pay  tribute  to  a  number  of  commission 
men? 

Mr.  Brewer.  That  is  one  of  the  elements  in  good  merchandising; 
yes.  sir. 

Representative  Ten  Eyck.  Does  not  that  hold  good  in  the  same 
way  with  the  consumer,  if  he  could  get  closer  to  the  producer  and 
eliminate  the  go-betweens  and  the  commission  men  ? 

Mr.  Brewer.  Yes ;  but  in  saying  that  you  are  not  indicating  any 
method  by  which  you  can  eliminate  the  go-betweens. 

Representative  Ten  Eyck.  No;  and  that  was  my  original  ques- 
tion to  you,  whether  or  not  you  could  give  us,  from  your  vast  expe- 
rience, what  the  people  of  to-day  can  do  to  accomplish  what  you  are 
doing  in  Mr.  Wanamaker's  store. 

Mr.  Brewer.  I  have  tried  to  say  what  I  have  in  my  mind  on  the 
subject.  There  is  unquestionably  existing  the  power  to-day  to  con- 
trol goods  and  prices  oetween  the  producer  and  the  consumer ;  peo- 
ple who  have  the  power  of  large  means,  and  people  who  have  the 
power  of  legislation ;  people  who  have  control  of  transportation  and 
commodity  exchanges,  credits,  and  so  on.  There  exists  to-day,  I 
believe,  hurtful  abUity  to  hold  up,  so  to  speak,  the  flow  of  produce 
from  the  producer  to  the  consumer  and  levy  tribute  upon  it ;  that  is 
true  and  the  way  to  check  it  must  be  found.  But  that  is  only  one  of 
the  difficulties.  To  my  mind  that  would  disappear  almost  if  vou 
could  find  the  way  to  make  the  producer  the  strong  and  confident 
man,  and  the  worK  of  the  producer  the  attractive  calling  in  life.  If 
you  could  do  that,  you  would  automatically  draw  away  from  the  at- 
tractiveness of  the  middleman's  station. 

Representative  Ten  Eyck.  Of  course,  if  you  do  that  you  will 
make  the  farmer — I  am  talkinof  now  of  the  farmer  particularly 

Mr.  Brewer  (interposing).  Yes;  of  the  manufacturer,  either  way. 

Representative  Ten  Eyck.  To  make  the  farmer's  life  easier  and 
more  attractive  you  would  not  actually  increase  the  cost  of  produc- 
*  tion  materially  ? 

Mr.  Brewer.  No;  not  necessarily. 
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Representative  Ten  Eyck.  Well,  you  would  have  to  increase  the 
cost  of  his  living? 

Mr.  Ten  Eyck.  Yes;  but  not  necessarily  the  cost  of  his  produc- 
tion; not  by  any  means,  necessarily.  In  the  first  place,  I  am  not  lay- 
ing stress  on  ease.  I  am  laying  stress  on  his  ability  to  feel  that  his 
fann  is  an  economic  foundation  under  his  feet  on  which  he  can  stand 
solidly  and  build  a  good  living  upon  it,  commensurate  with  his  apti- 
tude and  work. 

Kepresentative  Ten  Eyck.  Th^t  is  a  fact,  but  he  does  not  do  that 
to-day. 

Mr.  Brewer.  No. 

Sepresentative  Ten  Eyck.  He  has  not  the  conveniences  of  all  the 
rest  of  his  brothers  in  industry. 

Mr.  Brewer.  No;  but  they  will  come. 

Kepresentative  Ten  Eyck.  And,  therefore,  it  will  increase  his  cost 
of  production,  which  it  should  not  do. 

Mr.  Brewer.  No  ;  it  will  increase  his  volume  of  production,  and 
he  will  have  a  larger  turnover.  He  will  be  a  stronger  producer  and 
a  larger  producer,  and  he  can  draw  to  himself  the  things- 

Kepresentative  Ten  Eyck  (interposing).  He  can  not  increase  the 
amount  of  his  turnover 

Mr.  Brewer.  I  speak  of  his  "  turnover^"  because  his  output  corre- 
sponds to  the  turnover  of  a  merchant.  He  can  draw  to  himself  these 
thinp  of  better  living  without  increasing  his  cost  of  production.  I 
think  that  would  work  out  inevitably. 

Kepresentative  Sumners.  Mr.  Brewer,  in  response  to  the  inquiry 
made  by  Mr.  Ten  Eyck  a  moment  ago,  you  stated  that  you  were 
able  to  get  nearer  to  the  sources  of  supply  tnan  perhaps  the  man  with 
a  small  business,  and  you  are  able  to  reach  the  sources  of  supply  be- 
cause you  have  a  large  business  organization  which  includes,  1  as- 
sume, a  competent  and  comprehensive  purchasing  organization  in 
connection  with  the  business. 

Mr.  Brewer.  Yes,  sir. 

Kepresentative  Ten  Eyck.  Of  course,  the  little  men  can  not  do 
that,  because  it  takes  a  big  business  to  support  the  business  organiza- 
tion which  can  reach  from  the  sources  of  supply  to  the  areas  of  dis- 
tribution. It  seems  to  me  that  the  tendency  would  be  to  crowd  the 
little  men  out  and  to  develop  instead  big  business  and  toll-making 
power;  it  would  seem  to  me  that  perhaps  the  only  way  in  which 
that  could  be  avoided,  short  of  licenses  and  fixing  of  prices,  would 
be  to  attempt  to  establish,  so  far  as  possible,  a  route  around  privately 
controlled  distribution;  a  route  around  available  distributors  and 

Eroducers,  in  order  that,  automatically,  the  economical  value  would 
e  held  to  be  the  basis  of  the  service  rendered.  It  seems  to  me  the 
basis  of  such  a  law  would  be  to  throw  back  into  the  avenues  of  pro- 
duction the  unnecessary  accumulation  in  the  channels  of  distribu- 
tion. I  do  not  see  how  it  can  be  accomplished,  except,  in  a  few 
words,  arbitrarily  fixing  the  profit,  or  giving  the  economic  law  a 
chance  to  regulate  it.  Perhaps,  to  make  myself  a  little  clearer,  and 
bring  it  down  to  your  particular  business,  if  this  route  around  the 
privately  controlled  avenues  of  distribution  could  be  established, 
then  your  concern  could  only  charge  the  economic  value  of  service. 
In  other  words,  you  would  nave  to  render  your  distribution  service 
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at  a  price  which  would  be  more  attractive  to  the  public  generally  to 
avail  itself  of  it  than  for  it  to  undertake  to  effect  the  change  itself. 
Have  you  considered  the  possibility  of  being  able  to  regulate  matters 
of  the  spread  and  that  sort  of  thing  ? 

Mr.  Brewer.  You  can  not  make  wie  handling  of  small  purchases  as 
economical  in  proportion  to  value  as  the  handling  of  large  purchases. 
When  you  say  a  "  rout«,"  do  you  mean  ar  transportation  matter? 

Representative  Sumners.  No,  sir;  I  do  not.  I  mean  this,  and  I 
want  to  illustrate  it :  In  the  old  days,  when  the  community  was  the 
industrial  organization  and  the  public  markets  obtained — brought 
down  from  the  very  ancient  times — there  was  the  possibility  of  direct 
trade  between  the  people  who  produced  the  commodities  and  the 
people  in  those  communities  who  consumed  the  major  part  of  the 
surplus  which  the  farmers  of  those  communities  produced.  Under 
such  a  condition  as  that  I  do  not  believe  it  would  have  been  possible 
for  the  small  merchants  in  the  little  county-seat  towns,  for  instance, 
to  have  charged  an  exorbitant  profit ;  nor  would  it  have  been  possible 
for  an  unnecessar}^  number  of  merchants  to  have  made  a  living  out 
of  merchandising  in  those  communities.  If  they  undertook  to  charge 
too  piuch  for  the  hams  which  Mr.  Brown  produced  on  his  farm  when 
sold  to  Judge  Smith,  Mr.  Brown  would  go  to  Judge  Smith's  house 
and  deliver  his  hams  in  person. 

Mr.  Brewer.  I  think  that  would  cover  only  a  part  of  our  require- 
ment. I  do  not  think,  historically,  it  has  been  shown  to  have  much 
effect.  The  small  shops  that  you  find  in  the  cities  abroad,  especially 
as  you  go  farther  east,  have  all  grown  up  under  such  primitive  con- 
ditions, and  they  multiply  and  multiply.  I  think  that  public  markets 
unquestionably  have  a  part  to  play  and  are  bound  to  come  into  what- 
ever plan  develops,  as  we  live  on.  They  are  bound  to  come  in  more 
and  more.  But  they  are  not  going  to  cover  the  whole  question  any 
more  than  the  cooperative  stores  in  England,  which  do  millions  of 
pounds  of  business — regulate  the  general  business — which  is  the  ques- 
tion we  are  after. 

You  are  assuming  that  there  is  a  tendency  to  drive  out  the  small 
store.  I  think  you  are  wrong  there.  I  think  perhaps  the  small 
store  is  prospering  more  than  it  ever  did.  There  is  always  this  ele- 
ment to  come  in,  Mr.  Chairman.  Say,  I  have  a  peculiar  ability  in  the 
matter  of  ladies'  tailoring,  and  I  open  a  store  of  my  own.  ily  per- 
sonality goes  into  my  work.  I  create  my  own  conditions.  I  would 
be  out  of  place  in  the  harness  of  a  big  store ;  I  would  not  be  happy 
there ;  I  would  not  succeed  there.  But  to  the  extent  that  I  produce 
something  that  the  public  wants  I  make  a  success  out  of  my  little 
store,  and  always  will. 

Kepresentative  Sumners.  But  the  volume  of  business  is  more  and 
more  being  done  by  the  big  stores. 

Mr.  Brewer.  I  do  not  think  so. 

Representative  Sumners.  Let  us  see.  Belatively  and  compara- 
tively, a  short  time  ago  there  were  no  department  stores 

Mr.  Brewer  (interposing).  The  population  has  developed  tremen- 
dously, and  business,  the  variety  and  volume  of  demand,  has  de- 
veloped tremendously. 

Representative  Sumners.  That  is  why  I  used  the  term  "  relatively." 
They  are  doing  the  business  which  was  done  by  a  number  of  stores. 
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Mr.  Bbewer.  One  of  the  big  questions  is  whether  a  store*  with  a 
central  manag^nent  can  continue  to  compete  with  the  smaller  store 
in  which  the  personality  and  the  effort  oi  the  proprietor  enter  most 
directly,  and  he  gives  a  personal  hand-to-hand  service  that  the  more 
impersonal  large  store  finds  hard  to  give.  It  is  one  of  the  questions 
for  the  future. 

Bepresentative  Sumners.  You  think  the  smaller  store 

Mr.  BREWER  (interposing.)  I  say,  that  is  one  of  the  questions 
time  mast  answer.  No  doubt  the  big  store  has  a  bigger  opportunity 
to  sell  cheaper  in  large  quantity ;  and  it  does.  It  has  its  own  field. 
The  small  store  has  its  own  field.  The  small  store  has  an  opportu- 
nity and  a  power  of  direct  personal  service  that  the  large  store  has 
not  as  yet  developed  as  fully.  And  whether  the  one  is  to  give  way 
to  the  other,  or  both  go  on  equally  strong  is  a  distinct  question  for 
the  future. 

Bepresentative  Sumners.  Now,  Mr.  Brewer,  because  of  your  large 
eiperience  in  distribution,  I  would  like  to  ask  you  a  few  questions 
drawn  from  your  judgment  and  experience,  in  regard  to  the  diffi- 
cukies  of  agriculture.  Of  course,  the  hazards  of  agricultural  pro 
(faction,  in  so  far  as  they  result  from  the  uncertainties  of  seasons 
and  insect  pests,  and  thin^  of  that  sort,  are  inherent  in  the  business. 
Those  hazards,  at  least  in  some  countries,  I  understand,  and  to 
some  degree  in  this  country,  may  be  protected  against  by  ordinary 
insurance.  Perhaps  "  ordinary  '^  is  not  the  right  word,  but  by  in- 
airance. 

Mr.  Brewer.  They  are  not,  to  any  general  extent,  are  they? 

Representative  Sumners.  There  are  some  insurance  companies 
that  write  insurance  against  those  hazards. 

Mr.  Brewer,  But  it  is  by  no  means  general. 

Representative  Sumners.  Anyhow,  that  is  a  difficulty  that  I  be- 
lieve we  conceive  there  is  some  possibility  of  meeting.  Now,  the 
farmer's  great  difficulty  comes  in  marketing  and  in  finance.  I  think 
his  difficulty  in  marketing  is  perhaps  his  lundamental  difficulty,  be- 
cause no  business  can  be  more  unstable  than  the  market  in  which  it 
sells 

Mr.  Brewer  (interposing).  But  that  does  not  mean  that  he  can  not 
leam  to  make  his  markets  more  stable. 

Representative  Sumners.  That  is  the  difficulty,  exactly.  I  am 
indicating  the  difficulty. 

Mr.  Brewer.  Yes,  sir. 

Representative  Sumners.  The  difficulty  of  marketing  itself,  aside 
from  the  element  of  instability  which  is  thrown  in  by  the  uncer- 
tainty of  supply  and  uncertainty  of  volume  of  production  arises  out 
of  two  causes — perhaps  three  causes :  One  is  tnat  there  is  no  con- 
certed action  among  agricultural  producers  with  reference  to  the 
volume  of  their  commodities  which  go  on  the  market  at  a  given 
time;  and  that,  perhaps  underlying  that,  is  the  fact  that  their  com- 
modities go  to  market  under  the  influence  of  pressure  exerted  at  the 
points  of  production,  which  arises  out  of  the  fact  that  the  commodity 
IS  there  ready  to  market,  or  through  financial  pressure. 
Mr.  Brewer.  In  other  words,  you  have  to  remove  the  element  of 

competition  to  a  large  extent. 

Representative  Sumners.  You  have  got  to  make  possible  some  uni- 
formity in  the  flow  of  commodities  to  the  markets. 
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Mr.  Breweh.  Yes,  sir. 

Representative  Sumners.  Now,  there  is  no  method — no  system 
under  which  it  is  now  possible  for  the  farmer  to  send  his  commodity 
to  market  in  an  orderly  manner  when  it  is  ready  for  market,  or  to 
resist  when  there  is  pressure  upon  him  to  compel  him  to  put  it  upon 
the  market;  that  is,  perhap,  a  fundamental  difficulty. 

Mr.  Brewer.  Yes,  sir. 

Representative  Sumners.  Now,  when  you  sell  it  is  to  n^eet  a  dis- 
covered demand  to  buy ;  your  commodities  move  from  your  possession 
to  the  buyer,  of  course. 

Mr.  Brewer.  There  is  that  same  uncertainty.  If  you  were  a  buyer 
for  a  store  like  ours  there  would  always  be  that  uncertainty  as  to 
whether  your  purchases  would  go  out  as  you  hoped  they  would. 

Representative  Sumners.  Your  uncertainty  as  to  whether  or  not 
you  are  buying  in  quantities  too  large  is  an  uncertainty  similar  to  the 
uncertainty  of  the  farmer  as  to  what  the  volume  of  his  crops  will  be. 

Mr.  Brewer.  With  the  added  element  of  character  of  goods.  You 
may  find  that  you  have  bought  stuff  that  the  retail  market  is  going 
to  drift  entirely  away  from. 

Representative  Sumners.  And  the  farmer  may  find  that  he  has  too 
much  volume? 

Mr.  Brewer.  Precisely. 

Representative  Sumners.  By  reason  of  a  favorable  harvest  in  one 
section  or  another  section  ? 

Mr.  Brewer.  They  are  both  in  yery  much  the  same  boat. 

Representative  Sumners.  By  different  causes,  they  are  about  in  the 
same  boat? 

Mr.  Brewer.  Yes ;  very  much. 

Representative  Sumners.  Now,  when  they  are  in  the  same  boat, 
however^  this  fundamental  difference  seems  to  obtain.  When  your 
commodit}'^  leaves  your  possession  it  leaves  in  response  to  an  estab- 
lished want. 

Mr.  Bre^ver.  Yes,  sir. 

Representative  Sumners.  And  goes  from  your  possession  under 
prior  sale. 

Mr.  Brewer.  It  goes  from  my  possession 

Representative  Sumners  (interposing).  Under  prior  sale? 

Mr.  Brewer.  Yes,  sir. 

Representative  Sumners.  In  other  words,  you  do  not  send  your 
stuff  around  to  see  whether  you  can  find  somebody  to  buy  it? 

Mr.  Brewer.  Yes;  in  other  words,  we  sell  direct  to  the  consumer. 

Representative  Sumners.  Yes;  and  the  farmers'  commodities  go 
on  the  market  to  seek  a  buyer. 

Mr.  Brewer.  Yes,  sir. 

Representative  Sumners.  It  may  happen  to  go  into  a  congested 
market. 

Mr.  Brewer.  Yes,  sir. 

Representative  Sumners.  It  goes  out  of  his  possession,  if  it  is  live 
stock,  and  goes  into  a  stockyard,  with  a  high  expense  for  maintenance, 
and  with  shrinkage,  and  is  sold  when  he  is  at  that  relative  disad- 
vantage. 

Mr.  Brewer.  The  manufacturer  is  in  about  the  same  position,  too. 

Representative  Sumners.  Does  the  manufacturer  sWp  his  cow 
modity  away  from  his  warehouse  before  he  has  a  buyer? 
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Mr.  Brewer.  He  manufactures  in  advance  on  a  risk,  to  a  very 
large  extent ;  that  is,  when  he  is  running  normally. 

Representative  Sumners.  With  reference  to  the  demand? 

Mr.  Brewer.  Yes,  sir. 

Representative  Sumners.  I  do  not  believe  that  obtains  in  this  stage 
of  oar  development. 

Mr.  Brewer.  Perhaps  not. 

Representative  Sumners.  It  is  not,  in  that  p<)sition,  subject  to 
attack,  if  I  may  use  the  expression,  from  that  particular  point. 

Mr.  Brewer.  Perhaps  not ;  I  was  using  it  as  an  illustration. 

Representative  Sumners.  But  what  I  am  getting  at  is  this — that 
we  ought  to  be  able  to  establish  some  sort  of  machinery  under  which, 
to  a  large  extent,  agricultural  commodities  can  move  from  the  point 
df  production  to  the  point  of  use  and  move  in  quality  and  quantity 
18  required,  instead  of  this  blind,  haphazard  method  by  which  these 
commodities  are  shipped  out  all  over  the  country,  with  the  hope 
tW.  they  may  find  somebody  who  wants  to  buy  them  at  the  point 
to  winch  they  are  shipped. 

Mr.  Brewer.  Now,  you"  are  getting  exactlv  at  the  same  thought  I 
fried  to  express.  I  expressed  it  a  little  differently ;  I  put  it  in  the 
form  of  insurance.  But  we  must  find  some  way  to  give  the  farmer  a 
safe  return,  so  that  he  can  operate.  And,  consequently,  we  must  find 
»  way  to  take  the  stuff  to  the  place  where  it  is  needed  and  where  it 
can  1^  used  to  the  best  economical  advantage  and  to  the  best  advan- 
tage of  the  people. 

Representative  Sumners.  Have  you  considered  this,  that  the  farm- 
er's commodity  is  going  to  market  in  this  unsystematic  way  and 
to  be  sold  to  the  higHest  bidder — because  that  is  the  way  it  is  sold — 
makes  it  impossible  for  him  to  look  to  the  future,  to  maintain  the 
necessary  surplus  of  agricultural  commodities? 

Mr.  Brewer.  Yes :  I  think  so. 

Representative  'Sdmners  In  order  to  protect  the  public  against 
the  hazards  and  uncertainties  of  the  next  year's  production,  because 
nobody  knows  when  a  drought  or  insects  are  going  to  come. 

Mr.  Brewer.  I  sa*^  that  it  puts  the  advantage  all  into  the  hands 
of  the  middleman. 

Representative  Sumners.  Does  not  that  uncertainty  also  carry  a 
peril  to  the  fellow  who  must  eat  ? 

Mr.  Brewer.  That,  too,  is  what  I  meant.  It  puts  the  advantage 
into  the  hands  of  tb-^  man  who  can  store  to-day.  If  he  can  dictate 
the  price  at  which  he  buys,  and  if  he  can  dictate  the  price  at  which 
he  sells,  he  has  a  tremendous  advantage. 

Representative  Sumners.  Here  is  the  difficulty,  even  about  trust- 
ing that  the  middleman  will  hold  the  surplus — to  illustrate :  Suppos- 
ing that  this  year  $2  a  bushel  is  a  price  which  we  would  pay  the 

farmer;  with  ifuU  energy  he  would  go  to  the  production  of  another 

crop.    Now,  the  speculator  can  hardly  afford  to  pay  that  price, 

assuming  that  this  particular  year  we  have  a  two  months'  surplus 

above  demand  for  consimiption  during  the  year.     The  speculator 

could  hardly  afford  to  pay  that  $2,  because  if  he  should  pay  that  $2 

he  knows  that  he  will  have  to  meet  the  competition  of  the  next  crop, 

^hen  the  farmer  raises  another  crop.    In  this  year,  say,  we  produce 

H  months'  supply 


Digiti 


ized  by  Google 


48  AGRICULTURAL  INQUIRY. 

Mr.  Brewer  (interposing).  I  think  it  all  comes  back  to  the  same 
thing,  that  we  shall  have  to  find  a  way  to  insure  or  guarantee  a  safe 
return  to  the  producer,  and  the  same  must  hold  true  for  the  specu- 
lator, the  middleman,  who  should  have  the  same  opportunity  to  in- 
sure. -You  would  reach  a  time  when  the  producer  was  the  man  most 
encouraged  to  go  on,  and  that  would  mean  the  encouragement  of 
consumption.  It  would  mean  that  the  middleman,  I  think,  auto- 
matically would  find  himself  in  a  less  advantageous  position.  In  any 
case  this  element  of  safety  and  confidence  applied  to  the  producer— 
and  applied  to  the  handler,  the  middleman,  if  the  handler  remains, 
as  he  undoubtedly  would,  in  some  form  or  another,  behind  the  pro- 
ducer— would  do  away  with  a  vast  amount  of  discouragement  and 
hesitation  that  now  exists  and  would  steadily  increase  production  and 
lift  the  normal  of  consumption. 

Representative  Sumners  (presiding).  If  that  is  all,  Mr.  Brewer, 
we  are  very  much  obliged  to  you  for  your  statement. 

Mr.  Brewer.  You  are  welcome,  indeed.  I  have  taken  up  a  great 
deal  of  your  time. 

Representative  Sumners  (presiding).  We  have  taken  a  great  deal 
of  your  time. 

Mr.  Brewer.  Not  at  all.  I  came  here  to  put  myself  at  the  disposal 
of  the  commission. 

Representative  Sumners  (presiding).  The  commission  will  stand 
in  recess  until  1.30  o'clock  this  afternoon. 

(Whereupon,  at  12  o'clock  and  20  minutes  p.  m.,  the  commission 
stood  in  recess  until  1.30  o'clock  p.  m.  of  the  same  day.) 

AFTER  recess. 

The  commission  resumed  its  session  at  1.30  o'clock  p.  m.,  pursuant 
to  taking  of  recess. 

STATEMENT  OF  MBS.  H.  C.  BODEH,  PHILADELPHIA,  PA. 

Representative  Sumners  (presiding).  Mrs.  Boden,  some  other 
members  of  the  commission  will  be  here  in  a  short  time ;  and  in  view 
of  the  fact  that  we  are  running  behind  our  schedule,  I  think  you  might 
begin  now  by  giving  us  an  introductory  statement  as  to  who  you  are 
and  in  what  capacity  you  appear  here. 

Will  you  state  your  name,  please  ? 

Mrs.  Boden.  Mrs.  H.  C.  Boden. 

Representative  Sumners.  Whom  do  you  represent,  Mrs.  Boden? 

Mrs.  Boden.  I  have  been  asked  by  Dr.  King  to  represent  the  con- 
simiers'  interests. 

Representative  Sumners.  Do  you  sustain  any  official  relationship 
to  any  consumers'  organization  ? 

Mrs.  Boden.  I  am  very  active  in  the  women's  club  movement  in 
Philadelphia. 

Representative  Sumners.  You  live  in  Philadelphia  ? 

Mrs.  Boden.  I  live  in  Philadelphia ;  yes,  sir. 

Representative  Sumners.  How  long  have  you  been  interested  in 
the  matters  concerning  which  you  propose  to  testify  now? 
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Mrs.  BoDEN.  Since  about  November,  1917,  when  I  took  charge  of 
the  woman's  division  of  food  conservation  for  Philadelphia  County 
for  the  United  States  Food  Administration. 

Sepresentative  Sumners.  About  how  long  did  you  hold  that  po- 
sition? 

Mrs.  BoDEN.  I  held  that  until  we  closed  the  Food  Administra- 
tion, about  February,  1919, 1  think  we  finally  closed  out. 

Representative  oumners.  What  were  your  duties  in  connection 
with  the  service  which  you  then  rendered  f 

Mrs.  BoDEN.  My  duties  there  were  connected  with  educating  the 
vomen  of  Philadelphia  County  to  conserve  food.  In  the  early  part 
of  the  work  it  was  the  use  of  substitutes,  other  materials  than  nour, 
for  war  bread.  We  established  a  number  of  war  kitchens  all  through 
the  city  where  we  held  demonstrations  to  show  the  people  how  to  use 
substitutes  in  place  of  flour.  That  was  my  first  experience.  I  went 
in  as  they  were  beginning  that  campaign  and  subsequently  enlisted 
the  support  of  all  women^  organizations  to  cooperate  with  the  Food 
Administration.  We  furnished  Pennsylvania  State  College  with 
headquarters  and  organization  for  an  intensive  campaign  of  their 
home  extension  department.  We  also  organized  the  Pniladelphia 
food  army. 

Kepresentative  Sumners.  Have  you  had  occasion  to  study  the  ques- 
tions involved  in  the  distribution  of  food  commodities  or  any  other 
phase  of  distribution  within  the  city? 

Mrs.  BoDEN.  During  the  Food  Administration  my  work  was  wholly 
vith  the  consumer.  Later,  in  1919, 1  organized  a  woman's  committee 
on  prices,  composed  of  representatives  of  women's  clubs  and  operat- 
ing with  the  advice  and  approval  of  the  United  States  district  attor- 
ney, Mr.  Kane.  Shortly  after  our  work  began,  Mr.  Palmer,  United 
States  Attorney  General,  appointed  a  fair-price  commission  for 
Pennsylvania  under  Lieut.  Gov.  McLain.  I  had  charge  of  the  food 
vork  during  the  existence  of  that  commission. 

My  duties  then  were  not  at  all  connected  with  the  consumers ;  they 
were  all  connected  with  conferences  among  retailers  as  to  the  cost 
of  food  and  the  spread  they  were  getting,  and  the  probable  chance  of 
bringing  prices  down  for  the  benefit  of  the  consumers.  That  was  the 
fair-price  work. 

After  that  was  over,  I  was  interested  last  winter  in  the  work  of  one 
of  the  women's  clubs  of  the  city,  by  which  we  were  trying  to  get 
through  a  series  of  investigations  to  find  out  why  there  was  such  an 
enormous  difference  between  the  wholesale  and  retail  prices  of  food 
in  Philadelphia.  We  started  an  investigation  through  the  commis- 
sion men  as  to  the  prices  of  certain  commodities,  like  potatoes, 
apples,  onions,  oranges,  and  lettuce,  and  we  unearthed  some  very 
interesting  details. 

One  of  the  large  Philadelphia  papers  had  promised  us  to  print 
everything  that  we  could  gather  together,  and  they  did  print  for 
several  weeks  the  results  of  our  work.  *  We  had  discovered  that  the 
shippers  were  getting  about  $1.25  to  $1.50  per  hundred  head  of 
lettuce,  and  at  the  same  time  in  the  open  market  they  were  selling 
for  from  25  to  30  cents  a  head.  We  just  mentioned  the  fact  of  the 
wholesale  prices  in  this  little  box  that  we  were  allowed  in  the  paper, 
and  in  the  next  few  days  there  was  a  remarkable  drop.  We  had  in- 
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structed  our  club  people  to  go  to  every  market  and  ask  whj^  they 
had  made  these  enormous  prices  for  lettuce.  We  began  to  think  we 
were  getting  somewhere 

Eepresentative  Sumners.  Pardon  me  just  a  minute.  I  see  you 
have  sufficiently  introduced  yourself."  You  had  a  conference  with 
Dr.  King,  I  assume,  and  have  in  your  mind  the  order  in  which  you 
desire  to  present  whatever  you  purpose  to  present  to  the  commission. 
Now,  you  may  proceed  in  your  own  way. 

Mrs.  BoDEN.  It  seemed  necessary,  Mr.  Chairman,  to  give  a  brief 
summary  of  the  foundation  that  has  been  laid  in  Philadelphia  for 
food  work,  and  the  same  is  true  all  over  the  country.  The  general 
consuming  public  is  the  largest  unorganized  body  in  the  world. 
But  we  have  as  a  nucleus  for  organization  the  Women's  Clubs  in 
the  United  States,  with  over  2,000,000  members  trained  to  work,  and 
with  departments  committed  to  the  study  of  food,  its  production, 
distribution,  and  consumption.  Two  million  women  are  being  or- 
ganized by  the  Catholic  Church  into  a  national  council,  and  all  over 
the  country  women  are  being  organized  politically  with  the  definite 
policy  that  they  will  stand  for  the  things  that  are  necessary  to  make 
their  homes  better. 

And  one  of  the  greatest  things  is  to  have  better  food  at  lower 
prices.  That  is  what  we  need  all  through  the  country,  and  I  am 
sure  that  this  commission  can  go  a  long  way  toward  giving  that  to  us. 

Representative  Sumners.  Just  tell  us  how  we  can  do  it. 

Mrs.  BoDEN.  I  would  not  attempt  to  do  that.  However,  I  have 
thought  for  a  long  time  that  if  the  food  supply  of  the  country  were 
offered  to  the  consumers  with  one  iota  of  the  principles  on  which 
any  great  business  is  conducted,  neither  the  producer  nor  the  con- 
sumer would  suffer  so  constantly  from  overproduction  with  its  sub- 
sequent loss,  nor  underproduction  with  its  following  of  high  prices. 
The  merchant  creates  his  market  by  advertising,  and  thus  sells  the 
goods  he  must  move  for  profit.  If  the  producers  of  foodj  especially 
those  dealing  in  perishable  foods,  would  pursue  this  policy  toward 
their  consuming  public  I  believe  there  be  would  immediate  relief 
in  markets  and  prices. 

Or,  if  the  Department  of  Agriculture  would  cooperate  with  the 
marketing  bureaus  of  the  different  States  of  the  Union,  and  adver- 
tise when  they  have  a  quantity  of  goods  on  the  market,  I  believe  we 
could  move  those  goods  better  than  we  do. 

Last  year  the  apple  crop  was  tremendous,  but  what  did  those 
growers  and  shippers  get?  They  lost  heavily  on  it,  because  by  the 
time  they  paid  the  transportation  charges  they  had  to  put  their 
apples  in  storage  because  there  were  too  many  to  move,  and  after 
they  paid  the  storage  charges  they  were  a  dead  loss.  But  if  there 
had  been  a  concerted  movement  all  through  the  country  to  put  be- 
fore the  people  the  fact  that  there  were  millions  of  apples  and  that 
barrels  ox  apples  could  be  purchased  at  a  certain  price  and  stored 
for  the  winter  I  believe  those  apples  could  have  been  moved.  But 
nobody  knew  about  that.  We  knew  about  it,  because  we  were  in- 
vestigating through  the  commission  merchants.  Don't  you  think 
there  is  reason  in  that  ? 

Representative  Sumners.  You  ask  me  a  question.  My  own 
notion  has  been  all  the  time,  with  regard  to  the  economical  distribu- 
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tion  of  agricultural  commodities,  that  we  must  first  standardize  so 
that  the  people  who  live  in  Philadelphia,  for  instance,  when  they 
read  about  apples  of  a  certain  grade  for  sale  they  will  know  what 
is  meant.  Then  after  we  have  standardized  them  it  is  necessary  to 
establish  a  place  where  there  can  be  acquired  information  as  to 
where  apples  may  be  bought,  and  get  in  trading  contact  with  them 
and  be  assured  that  there  will  be  integrity  in  the  transaction  and 
that  exactly  what  is  purchased  will  be  received. 

Mrs.  BoDEN.  I  understand  that  exactly.  But  now  the  Department 
of  Agriculture  stands  back  of  a,  great  deal  of  home  work.  They 
have  a  big  home  extension  department.  Our  State  college  has  a  big 
home  extension  department.  Now,  why  in  the  world  can  they  not 
bring  the  farmer  and  consumer  together  ? 

Representative  Sumnebs.  I  agree  with  you  abs-olutelv.  That  is 
the  thing  I  have  been  trying  to  accomplish  ever  since  1  have  been 
in  Congress. 

Mrs.  BoDEN.  That  is  a  thing  I  have  been  working  on  in  Phila- 
delphia. But  you  can  not  do  it  single  handed.  We  have  had  the 
cooperation  of  the  New  Jersey  Bureau  of  Markets  and  the  Pennsyl- 
rama  Bureau  of  Markets,  but  vou  see  we  have  not  the  money  to 
carry  it  on,  and  we  do  not  have  tlie  prestige. 

Representative  Ten  Eyck.  Is  not  this  about  what  you  would  like 
to  have  done :  In  the  various  large  markets,  in  the  thickly  populated 
districts,  have  an  understanding,  through  the  chambers  of  commerce 
or  the  boards  of  trade,  with  the  daily  newspapers  that  they  will 
call  to  the  attention  of  the  public  at  large  that  at  certain  times, 
when  the  peak  of  production  has  been  reached  in  relation  to  the 
various  food  products,  when  tomatoes  are  at  the  peak  of  production 
and  coming  on  to  the  market  in  great  quantities,  notice  should  be 
pven  the  public  that  such  is  the  case  in  relation  to  tomatoes  and  that 
then  is  the  time  to  buy  tomatoes  to  can  ? 

Mrs.  BoDEN.  I  certainly  do. 

Representative  Ten  Eyck.  And  the  same  way  with  peas,  the  same 
way  with  beans,  the  same  way  with  all  classes  of  food  products ;  bring 
that  to  the  attention  of  the  public  at  that  particular  time,  when 
things  are  produced  abundantly,  so  that  they  would  not  only  take 
care  of  the  overload  but  would  get  their  produce  at  a  lowerprice? 

Mrs.  BoDEN.  Exactly.  Now,  here  is  another  thing.  When  Mr. 
Wanamaker  has  too  many  shoes,  what  does  he  do  ?  He  does  not  send 
them  to  the  manufacturers^  and  he  does  not  dump  them  into  the 
Delaware  River;  he  advertises  a  big  sale  of  shoes.  Why  does  not 
the  Department  of  Agriculture  do  that  ? 

Representative  Ten  Eyck.  Let  me  say  with  regard  to  the  Depart- 
ment of  Agriculture  that  it  would  be  rather  hard — and  yet  it  could 
be  done — for  the  Department  of  Agriculture  to  watch  out  and  keep 
in  mind  the  various  communities  and  the  peak  of  production  in  those 

E articular  localities  at  the  different  times  of  the  year.  But  that  could 
e  done  through  the  chambers  of  commerce  and  the  organizations 
that  represent  the  people  locally,  and  in  cooperation  with  them, 
through  the  medium  of  the  daily  papers,  call 'to  the  people's  atten- 
tion whenever  there  is  an  oversupply  oi  any  particular  article,  so 
that  the  consumer  could  take  advantage  of  it  and  at  the  same  time 
relieve  the  fanner  of  his  overload. 
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Mrs.  BoDEN.  That  is  what  I  mean. 

It  is  not  only  a  case  of  overproduction ;  it  is  a  case  of  underproduc- 
tion. For  instance,  when  we  have  a  shortage  of  potatoes,  bring  that 
to  the  public's  notice  and  say,  '*  Please  buy  and  use  substitutes.  Do 
not  buy  potatoes;  there  are  very  few  in  the  market,  and  you  will 
only  force  the  price  up  if  you  buy  them."  Don't  you  see  there  ought 
to  be  cooperation  between  the  producer  and  the  consumer?  The  rea- 
son I  brought  in  the  food  work  of  the  Food  Administration  is  to 
show  that  there  has  been  a  wonderful  foundation  laid  for  cooperation 
along  that  line. 

Bepresentative  Sumners.  You  have  made  some  study  of  conditions 
in  Philadelphia  and  the  terminal  markets  and  the  questions  of 
spread  in  distribution.  I  imagine  if  you  will  give  us  the  result  of 
that  study  it  would,  perhaps,  be  as  valuable  to  the  commission  as 
anvthing  else  you  could  tell  us. 

Mrs.  BoDEN.  Of  course^  I  am  very  proud  of  Philadelphia,  but  I  am 
not  proud  of  its  terminal  markets;  and  we  ought  to  have  the  very 
best  food  in  the  world.  We  are  at  the  gatewjay.  We  have  New- 
Jersey,  Delaware,  and  Pennsylvania  all  at  our  front  door.  And  do 
vou  know  what  they  do  ?  They  ship  their  goods  to  Baltimore  or 
Kew  York,  and  we  do  not  get  them,  and  yet  we  ought  to  have  the 
garden  products  of  the  most  fertile  part  of  the  country.  But  we 
can  not  take  them  in;  we  have  not  the  accommodations  for  them. 
We  have  a  terminal  market  in  Philadelphia  which  is  very  antiquated 
and  very  insanitary. 

Mind  you,  we  have  1,800,000  population  in  Philadelphia.  This 
market  handles  from  80  to  95  per  cent  of  all  the  package  goods  that 
come  into  that  city,  and  it  has  one  entrance  for  trucks.  Conse- 
quently, the  trucks  have  to  line  up  there  all  night,  all  around  the 
square,  and  they  charge  so  much  an  hour;  and  by  the  time  the  last 
truck  gets  into  that  market  and  loads  you  can  imagine  what  the 
costs  are  for  that  produce  that  is  put  on  that  truck. 

They  can  unload  from  75  to  200  cars  there  daily,  but  they  are  all 
unloaded  out  in  the  open  and  all  that  stuff  is  put  on  the  trucks,  and 
then  it  is  carted  down  to  the  wharves  and  commission  houses  from 
Thirty-second  Street — ^the  wharf  is  beyond  Front  Street.  Then  our 
hucksters  and  food  dealers  go  down  to  the  wharves  and  stock  up 
there,  and  they  bring  that  stuff  back  and  sell  it  out  to  the  people. 
By  that  time,  as  you  can  imagine,  there  is  a  good  deal  added  to 
the  original  wholesale  cost. 

The  citrus  fruits  are  brought  into  the  Pennsylvania  docks  and 
the  B.  &  O.  docks  at  Pier  12,  along  the  river.  We  have  a  belt  line, 
but  the  belt  line  is  never  operated.  There  is  some  imdercurrent 
that,  of  course,  we  do  not  ffo  into  very  much.  Consequently,  when 
a  carload  comes  in  at  the  Pennsylvania  Railroad  and  they  want  to 
get  it  up  to  the  B.  &  O.,  which  is  about  six  blocks,  they  send  it  out 
of  the  city  and  switch  it  onto  the  other  tracks  and  brinp  it  in  again^ 
and  that  adds  about  20  per  cent  to  the  cost  of  the  origmal  product. 
But,  of  course,  it  saves  using  the  belt  line. 

Representative  Tex  Eyck.  Have  you  ever  explained  this  to  Mr.  J. 
Hampton  Moore? 

Mrs.  BoDEX.  Yes;  Mr.  Moore  has  had  this  brought  before  him 
several  times.     But  we  had  a  little  diflSculty  before  TAr.  Moore's 
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incumbency  with  the  marketing;  situation  in  Philadelphia,  and  it 
did  not  pan  out  lust  as  we  hoped  it  would  do.  I  shall  not  go  into 
that  story,  but  Mr.  Moore  is  apparently  afraid  to  touch  the  market- 
ing situation.  He  is  like  the  hoy  with  the  hornet,  you  know ;  he  does 
not  know  whether  to  take  it  or  not. 

What  we  really  want  in  Philadelphia  is  sufficient  terminals  for 
our  food  to  do  away  with  the  middleman.  If  we  could  have  a 
big  terminal  somewhere  on  the  water  front  where  we  could  have  a 
capacity  of  500  cars  a  day  and  have  big  refrigerating  plants  of  our 
own,  where  goods  could  be  stored  without  charge,  and  have  a  market 
»)  that  the  i>eople  could  come  and  buy  right  there,  we  would  have 
the  finest  food  supply  in  the  country,  and  at  the  lowest  prices. 

Bepresentative  Ten  Eyck.  Are  you  recommending  community- 
storehouse? 

Mrs.  BoDEN.  WelL  I  have  not  quite  gotten  to  that  point.  I  do  not 
quite  know  whether  1  am  or  not.  We  wanted  to  do  that,  and  several 
communities  in  the  city — blocks — have  gotten  together  and  gone 

down  and  bought,  say,  a  whole  side  of  meat,  or  a  whole  carload  of 
tbiim  They  have  tried  that  in  the  university,  through  the  Frank- 
lin uwperative  Society,  but,  of  course,  they  have  to  have  a  member- 
ship to  do  it. 

representative  Ten  Eyck.  I  do  not  mean  in  that  sense  of  small 
communities  in  the  city.  My  question  related  to  a  large  municipal 
warehouse  where  these  things  could  be  placed  and  thereby  held  in 
good  condition  for  a  small  charge. 

ilrs.  BoDEN.  Yes;  that  is  what  we  want.  But  such  storehouses 
would  open  up  the  subject  of  the  food  supply  of  the  city,  and  we 
feel  that  Mayor  Moore  has  his  own  reasons  for  keeping  that  quiet. 

We  are  talking  about  entertaining  the  world  in  1926.  How  can 
we  do  it?  We  have  not  enough  food  for  our  own  people.  We  can 
Dot  possibly  supply  food  even  for  what  we  have. 

Representative  Ten  Eyck.  It  would  be  very  interesting  if  you 
would  tell  us  about  some  of  the  differences  in  prices  that  you  found 
at  the  time  you  made  your  investigation. 

Mrs.  BoDEN.  We  investigated  the  California  products.  We  in- 
vesti^ted  the  California  lettuce,  which  is  a  great  luxury  and  which 
we  all  like  very  much,  and  we  found  that  California  lettuce  was 
selling  for  anywhere  from  $2.50  to  $3.50  a  crate.  Now,  a  crate  has 
100  heads  in  it,  and  that  would  make  the  price  anywhere  from  2^  to 
U  cents  a  head.  It  was  selling  in  the  open  market  at  that  time  at 
30  cents  a  head.  On  investigation  we  found  that  those  California 
shippers  had  to  pay  $2.65  freight  charges  on  that  lettuce,  and  they 
were  losing  money ;  they  were  not  making  a  cent  on  it. 

Representative  Ten  Eyck.  They  were  paying  just  about  as  much  as 
they  got  for  it? 

firs.  Boden.  Just  about  as  much  in  some  instances,  and  in  some 
instances  a  little  less  than  what  they  got  for  a  whole  crate.  When 
we  asked  the  newspapers  to  give  publicity  to  these  rates  they  politely 
said  to  us.  "  We  have  no  more  space  in  the  paper." 

Bepresentative  Ten  Eyck.  What  did  the  consumer  have  to  pay 
for  that? 

Mrs.  Boden.  The  consumer  had  to  pay  from  25  to  30  cents  a 
head  for  that  same  lettuce. 
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Representative  Ten  Etck.  Then  the  big  spread  was  not  in  the 
freight? 

Mrs.  BoDEN.  Not  at  all. 

Eepresentative  Ten  Eyck.  It  was  in  the  case  of  the  retailer  or 
the  distributor  after  it  had  reached  the  city  of  Philadelphia? 

Mrs.  BoDEN.  Exactly  so.  What  I  want  to  make  very  clear  is 
the  fact  that  after  our  trucks  reach  Philadelphia  they  go  through 
so  many  hands  and  they  make  so  many  trips  back  and  forth  there 
across  the  city,  and  they  are  loaded  and  unloaded,  and  everybody 
takes  a  turn  at  adding  a  little  bit  here  and  adding  a  little  there,  so 
that  by  the  time  it  gets  to  the  retailer  it  is  not  the  fact  that  the 
retailer  has  taken  out  so  much,  but  every  middleman  has  taken  his 
profit.    Reallj^,  the  retailer  is  not  getting  an  exorbitant  price. 

Representative  Sumners.  Did  you  trace  that  shipment  of  lettuce 
through  all  of  its  movements  to  the  consumer? 

Mrs.  BoDEN.  No ;  we  traced  it  to  the  conmiission  houses. 

Representative  Sumners.  And  you  do  not  know  what  the  com- 
mission houses  sold  it  for? 

Mrs.  Borden.  No  ;  we  only  know  what  the  commission  houses  paid 
for  it.  They  paid  the  wholesale  price  for  it.  It  is  the  same  way 
with  oranges ;  we  traced  those  to  the  commission  houses. 

Representative  Sumners.  How  many  different  hands  do  these 
commodities  pass  through  before  they  get  to  the  retailer? 

Mrs.  BoDEN.  They  should  not  pass  through  a  jgreat  many  differ- 
ent hands.    Of  course,  they  come  to  the  commission  houses 

Representative  Sumners.  Let  us  take  this  lettuce.  That  comes 
to  the  commission  houses? 

Mrs.  BoDEN.  That  comes  to  the  commission  houses.  Then  some- 
body buys  that  lettuce. 

Representative  Sumners.  At  what  price? 

Mrs.  Bodex.  They  buy  that  lettuce  for  about  $1.50  a  hundred— 
not  of  the  California,  but  of  the  home  grown. 

Representative  Sumners.  I  know,  but  let  us  trace  this  particulai 
shipment.    How  much  do  they  pay  for  that? 

Mrs.  Boden.  $3.50  a  hundred. 

Representative  Sumners.  That  is  3J  cents  a  head.  That  is  whai 
the  California  growers  got? 

Mrs.  BoDEN.  That  is  what  the  California  grower  got. 

Representative  Sumners.  And  the  consumer  paid  from  25  to  3( 
cents? 

Mrs.  BoDEN.  From  25  to  30  cents  a  head.  The  commission  met 
are  supposed  to  get  10  per  cent  on  their  sales.  That  is  what  thej 
claim  they  get^  and  I  do  not  believe  they  get  any  more  than  that. 

Representative  Sumners.  Did  that  high  price  for  lettuce  tend  t< 
deny  the  use  of  lettuce  to  the  average  family  and  to  reduce  ih 
consumption  ? 

Mrs.  BoDEN.  Yes,  I  think  it  did.  But,  you  know,  there  are  lotJ 
of  people  that  will  pay  any  price,  and  like  to  tell  how  much  the] 
pay. 

We  had  a  very  interesting  experience  during  the  Food  Adminis 
tration  that  I  wanted  to  speak  about,  because  it  shows  how  we  cat 
educate  our  women  in  Philadelphia.  We  undertook  to  raise  a  fooc 
army.    We  used  the  city  wards  and  put  a  so-called  woman  lieutenan 
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At  the  head  of  each  ward.  Then  we  used  the  voting  divisions  of  the 
city  and  put  the  women  sergeants  at  the  head  of  them.  Then  we 
had  every  block  organized,  and  one  woman  on  each  block  was  made 
a  corporal,  and  she  was  responsible  for  all  the  information  dis- 
seminated to  that  block.  Oi^  a  week  we  would  have  this  matter 
printed  and  handed  to  the  block  corporal,  and  she  would  go  to  every 
house  and  distribute  it.  In  that  way  we  kept  in  touch  with  almo^ 
every  family  as  to  the  foods  that  were  available,  the  foods  that 
should  be  served,  the  foods  that  should  be  substituted,  and  the 
different  requirements  of  the  occasion.  And  they  responded,  because 
every  woman  is  of  the  firm  conviction  that  she  practicalljr  helped  to 
win  that  war  bv  conserving  food.  It  was  a  splendid  tning,  and  I 
know  they  could  do  it  again. 

The  Chairman.  Do  you  think  it  could  be  done  in  the  absence  of 
the  patriotic  impulse  that  we  had  at  that  time? 

Mrs.  BcH>BN.  I  do  not  think  it  could  be  done  with  the  same  snap, 
bat  I  think  that  an  educational  campaign  could  be  carried  on  among 
dte  housewives.  I  think  they  have  had  a  demonstration,  and  they 
would  respond  if  the  Government  would  put  its  seal  on  it.  You  see 
they  have  gotten  in  the  habit  of  looking  for  advice,  and  they  are 
concerned  all  the  time  with  the  facts  that  they  must  buy  for  their 
families. 

The  Chatbman.  I  am  afraid,  as  far  as  I  am  concerned,  that  we 
have  not  discovered  anything  we  could  advise  them  to  do,  except  to 
quit  buying. 

Mrs.  BoDSN.  That  would  not  be  a  very  good  thing,  would  it?  That 
would  be  hard  on  the  farmers. 

The  Chaibmak.  It  would  be  eventually. 

Mrs.  BoDEN.  We  are  afraid  we  would  have  to  advise  them  to  put  a 
little  truck  patch  in  their  back  yards  after  we  heard  of  the  trans- 
portation difficulties. 

The  Chaibman.  Has  any  effort  ever  been  made  in  Philadelphia  to 
<liscuss  through  vour  organizations  the  retail  marketing  question? 

Mrs.  BoDEN.  Oh,  yes ;  indeed.  We  have  had  a  number  of  meetings. 
We  have  had  retailers,  and  retailers  are  most  willing  to  cooperate 
with  us^  with  only  one  or  two  exceptions.  We  have  had  the  meat 
men  come,  and  they  have  given  us  full  information  on  the  meat  and 
the  different  kinds  of  meat.  We  had  a  campaign  on  that  to  show 
the  different  kinds  of  cattle,  large  and  small  cattle,  and  differences 
between  the  two,  and  how  some  stores  could  sell  meat  at  a  relatively 
lower  price — naturaUy  it  was  not  the  same  class  of  meat.  We  had 
that  explained  very  thoroughly. 

The  Chairmax.  You  can  get  information  enough,  but  did  you  get 
any  results  in  the  way  of  getting  retail  prices  somewhat  nearer  the 
wholesale  prices? 

Mrs.  BoDEN.  When  we  investigated  the  retail  meat  prices,  we 
found  the  retail  meat  butchers  were  practically,  in  some  instances, 
making  less  than  lOjer  cent  on  their  prices. 

The  Chairmax.  Well,  who  is  making  it? 

Mrs.  BoDEN.  I  do  not  know.  I  guess  the  packers  are  getting  the 
money,  are  they  not  ? 

The  Chairman.  Well,  they  say  they  are  not.  Everybody  is  pass- 
ing the  buck  around  here.  We  are  trying  to  find  somebody  who 
knows  where  it  is  right  now. 
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Bepresentative  Ten  Eyck.  Do  you  know  the  packers  are  doing 
business  on  from  1  to  2  cents  turnover?  That  was  brought  out  be- 
fore another  committee. 

Mrs.  BoDEN.  I  should  not  wonder  at  all. 

Representative  Ten  Eyck.  Of  course  they  make  14  turnovers,  but 
that  IS  only  28  cents.  They  are  only  making  from  80  cents  to  a  ^1.50 
on  a  steer,  but  they  sell  a  great  many  steers.  But  if  the  individual 
takes  the  profit  on  a  steer  he  would  get  very  little  in  a  steak.  It 
would  be  so  small  that  absolutely  you  could  not  find  it  in  the  steak, 

Mrs.  BoDEN.  The  trouble  is  that  if  the  steer  was  all  made  of  steaks 
that  would  be  a  very  different  matter,  but  meat  demands  are  for  the 
quick  iQeats,  for  the  chops  and  steaks,  and  the  butchers  have  to 
charge  enough  for  the  steak  to  pay  for  all  the  waste  that  is  in  the 
rest  of  the  carcass.  They  have  gone  over  that  with  us  over  and  over 
again,  and  I  really  believe  that  if  the  public  would  only  buy  the 
lower  grade  and  use  the  cheaper  cuts  it  would  bring  down  these 
high  prices. 

Representative  Ten  Eyck.  I  am  not  taking  the  side  of  the  packers 
or  anyone  else,  except  that  we  want  to  find  out  where  the  greatest 
spread  is,  because  you  can  always  save  the  most  out  of  the  greatest 
pile. 

Mrs.  BoDEN.  That  is  right. 

Representative  Ten  Eyck.  Did  you  inquire  as  regards  the  price 
that  the  packer  sells  his  meat  to  tne  retail  man,  and  then  compare 
that  with  the  price  that  he  purchased  it  at? 

Mrs.  BoDEN.  Yes ;  we  did.  I  can  not  give  you  the  figures  on  Ihat, 
but  I  know  we  did. 

The  way  those  meat  men  sell  meat  in  the  city  is  this.  The  small 
corner  grocer  only  buys  part  of  the  animal ;  he  will  buy  the  quarter 
that  is  most  called  for,  and  he  has  to  pay  apparently  for  the  whole 
steer,  and  in  order  to  cover  his  loss  he  has  to  sell  those  popular  cuts 
at  an  abnormal  price,  because  the  other  cuts  are  not  called  for  at  all. 

But  there  is  another  matter,  as  I  say,  about  educating  the  con- 
miming  public;  if  they  would  only  be  taught  to  buy  the  cheaper  cuts 
of  meat  it  would  bring  down  the' whole  price  of  the  meat  You  can 
see  that. 

Representative  Ten  Eyck.  I  appreciate  that.  And  what  I  am 
endeavoring  to  ascertain  is  where  this  great  spread  lies,  and  the 
cause. 

Mrs.  BoDEN.  I  believe  the  cause  is  the  demand  for  just  certain  cuts 
out  of  the  animal,  and  that  forces  the  whole  price  up. 

Representative  Ten  Eyck.  What  the  committee  wants  to  know  is 
how  to  take  care  of  that.  You  must  remember  we  are  legislating 
from  a  national  standpoint,  and  the  States,  under  our  Constitution, 
would  object  to  our  coming  in  and  regulating  local  industries. 

Mrs-  BoDEN.  You  could  not,  really. 

Representative  Ten  Eyck.  Now,  that  is  a  question  that  the  bureaus 
of  markets  in  the  States  would  have  to  take  up,  and  I  believe  that 
they,  in  turn,  would  have  to  appeal  to  the  cities  and  the  communities 
to  cooperate  with  them  to  accomplish  what  you  desire. 

Mrs.  BoDEN.  I  think  so. 

The  Chairman.  Did  you  go  into  the  relative  price  of  hind-quarter 
meat  and  fore-quarter  meat?  Was  there  really  any  difference  in  the 
price  ? 
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Mrs.  BoDEN.  Yes :  there  was  a  difference  in  price. 

The  Chaikman.  Considering  the  quantity  oi  meat  and  the  amount 
of  bones  and  all  that? 

Mrs.  BoDEN.  Yes ;  there  was  a  difference  in  price. 

The  Chairman,  x  ou  really  think  there  was  a  difference  in  price 
in  favor  of  front-quarter  meat? 

Mrs.  BoDEK.  Oh,  yes ;  a  great  difference  in  favor  of  front-quarter 
meat. 

The  Chairman.  I  had  the  impression  that  there  was  a  great  deal 
of  bunk  about  that. 

Mrs.  B(»)EN.  That  is  perfectly  true.    We  investigated  that. 

You  see,  we  have  different  grades  of  meat ;  that  is  another  thing.  I 
do  not  see  how  you  could  standardize,  food  in  a  city,  because  there  are 
those  differences.  We  have  city-dressed  meat — that  is  absolutely  the 
best  We  have  the  small  cattle  that  are  cheaper.  That  is  very  good, 
but  not  as  good  as  our  city-dressed  meat.  Then  we  have  the  big  meat 
butchers  in  the  terminal  market,  each  selling  the  very  best  prime 
beef,  and  people  go  there  and  they  know  what  they  are  getting.  The 
price  ranges  all  the  way  from  the  little  meat  diop  out  in  West  Phila- 
delphia that  advertises  sales  of  meat  at  15  and  18  cents  a  pound — ^but 
they  are  selling  an  inferior  grade  of  cattle.  Yet  the  meat  is  good, 
and  they  are  really  making  the  same  profit  as  the  big  men  who  charge 
the  bigger  prices,  because  they  pay  a  great  deal  less  for  their  meat. 
You  can  not  set  a  standard  for  anything  like  that,  but  you  have  got 
to  educate  the  people  to  know  what  they  are  getting.  That  is  why  I 
am  in  favor  of  gettinjj  right  in  touch  with  the  consumer  to  give  them 
an  educational  campaign. 

The  Chairman.  1  was  unfortunate  in  not  hearing  the  first  part  of 
Tour  statement,  so  I  do  not  know  whether  you  have  covered  what  I 
have  in  mind  or  not  Is  it  your  judgment  that  the  way  to  get  at  the 
question  of  retail  prices  is  through  organizations  of  the  consumers? 

Mrs.  BoDEN.  Yes;  that  is  my  judgment.  I  do  not  think  you  could 
get  at  it  any  other  way.  How  could  you?  How  can  you  go  to  the 
retailer  and  try  to  standardize  their  products  and  try  to  fix  the  prices 
of  what  they  sell?  Of  course  I  would  like  to  see  the  public  educated 
np  to  read  the  market  reports,  but  they  do  not.  They  do  not  know 
what  it  means.  But  if  there  was  a  small  article  in  the  paper  every 
Friday,  the  day  before  marketing  day,  saying  that  tomatoes  are  sell- 
ing at  so  much  a  basket  wholesale,  and  butter  is  ranging  so  and  so, 
and  ^rgs  can  be  bought  for  so  and  so,  and  then  they  will  go  to  their 
^ocers  and  say,  "How  dare  you  charge  me  60  cents  a  dozen  for 
ejrgs  when  they  are  selling  for  25  cents  wholesale  "  ?  That  is  a  matter 
of  education,  and  you  can  not -get  food  prices  down  to  any  sort 
of  sensible  level  until  you  educate  the  people  how  to  buy  food. 

Now,  in  department  stores  you  do  not  see  the  women  getting  fooled, 
because  they  have  plenty  of  chance  to  go  shopping,  and  they  know 
the  grade  of  goods,  and  they  go  from  one  store  to  another  and  ex- 
amine things  and  learn  prices.  Women  are  the  very  best  shoppers  in 
the  country,  but  you  see  they  have  not  any  chance  to  do  that  in  food. 
They  have  no  way  of  finding  out  what  they  are  getting,  or  anything 
about  it 

The  Chairman.  I  imagine  as  far  as  food  is  concerned,  most  of 
them  buy  what  they  want  without  any  reference  to  what  is  in  the 
market. 
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Mrs.  BoDEN.  You  would  be  surprised  to  learn  the  facts.  We 
thought  that  too.  Our  picture  of  the  situation  was  that  most  of 
the  women  sit  in  a  comfortable  sitting  room  and  take  the  receiver 
off  the  hook  and  phone  to  the  butcher  to  send  around  so  and  so. 
When  we  investigated  that  during  the  war  we  found  that  onW  15 
per  cent  of  all  the  housewives  in  Philadelphia  had  telephones.  There 
you  have  an  enormous  army  of  people  that  have  to  go  out  with  their 
own  market  baskets  and  buy  the  food. 

The  Chairman.  Did  you  get  any  information  about  what  propor- 
tion of  those  people  buy  at  the  corner  grocery  ? 

Mrs.  BoDEN.  Almost  all  of  them ;  a  Targe  percentage  of  them. 

The  Chairman.  Do  you  have  large  retail  markets  in  Philadelphia, 
such  as  we  have  in  Washington  j 

Mrs.  BoDEN.  Yes — I  won't  say  large  ones.  Our  market  at  the 
Reading  Terminal  is  our  big  market 

The  Chairman.  And  that  is  wholesale? 

Mrs.  BoDEX.  Retail  and  wholesale,  but  mostly  retail.  People  come 
from  all  around  the  surrounding  country  to  that  market.  They  have 
the  very  best  food  there,  and  the  very  highest  prices. 

The  Chairman.  The  prices  there  are  higher  than  in  other  places? 

Mrs.  BoDEN.  Higher  than  in  other  places. 

The  Chairman.  And  that,  you  think,  is  due  to  the  better  qualitv 
of  the  food? 

Mrs.  BoDEN.  The  better  qualitv  of  the  food.  There  are  certain 
stalls  where  meats  are  sold  at  lower  prices  during  certain  times 
of  the  day,  and  you  can  go  to  them  and  procure  your  food  cheaper, 
after  the  rush  is  over,  say,  betweeen  2  ana  5  o'clock,  and  you  will  see 
women  coming  in  there  and  getting  their  food  at  lower  prices. 

We  had  the  old  Second  Street  Market  in  the  southern  part  of  the 
city,  and  we  have  a  fairly  good  farmers'  market  in  West  Philadel- 
phia. 

The  Chairman.  That  is  a  vegetable  market? 

Mrs.  BoDEN.  A  vegetable  and  meat  market,  and  chickens  and  dairy 
produce. 

The  Chairman.  But  the  relative  proportion  of  the  purchases  that 
are  made  on  these  markets  is  quite  small,  I  take  it? 

Mrs.  BoDEN.  Yes.  Most  of  our  food  purchases,  I  would  say,  would 
be  made  at  what  are  sometimes  called  specialty  shops,  shops  that 
sell  meat  alone,  or  vegetables  alone.  In  North  Philadelphia  they  have 
very  fine  shops  with  good  food  and  low  prices.  That  almost  amounts 
to  a  community  section,  because  the  Logan  people  have  recently  ac- 
quired their  homes,  and  they  demand  good  food  at  low  prices,  and 
are  getting  it. 

The  Chairman.  One  of  the  difficulties  of  the  situation  seems  to  be 
that  there  is  no  uniformity  about  it,  not  even  in  the  same  city  or  next 
door.  You  have  one  section  of  the  city  where  there  is  a  comer 
grocery  stock,  and  that  is  all  there  is,  and  you  have  another  city 
where  they  have  community  stores  of  all  kinds,  grocery  stores,  drug 
-stores,  hardware  stores,  and  the  complete  community  outfit. 

Mrs.  BoDEN.  The  stores  size  up  the  community.  For  instance,  I 
live  in  West  Philadelphia,  and  1  do  my  marketing  at  Fortieth  and 
Market  Streets.  I  go  there,  and  I  say,  "  How  is  it  you  are  selling 
chickens  so  high  ?  "    And  they  will  say,  "  Well,  if  you  want  a  cheaper 
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grade  you  will  have  to  go  on  out  to  Fifty-second  Street :  they  have 
a  demand  for  them  out  there,  but  we  keep  the  best  here."  You  see, 
it  is  the  law  of  demand  and  supply. 

Eepresentative  Ten  Eyck.  Is  that  really  a  fact,  that  the  other 
community  does  not  get  just  as  good  food?  We  had  a  gentleman 
from  California  here  the  other  daj  that  sells  a  great  deal  of  the 
citrus  fruit  in  the  entire  countrv,  m  New  York  City,  and  gave  us 
a  demonstration,  that  oranges  that  sold  for  a  certain  price  in  the 
terminal  market  at  auction  were  sold  in  some  stores  in  New  York 
Gty  at  a  dollar  a  dozen,  and  sold  for  60  cents  per  dozen  over  on 
the  East  Side.  The  people  who  live  over  there  demanded  the  best 
fruit  that  can  be  obtained,  and  know  what  they  are  buying,  because 
they  are  composed  of  people  who  eat  a  great  deal  of  fruit 

Srs.  BoDEN.  And  they  came  from  Italy. 

Representative  Ten  Eyck.  They  came  from  Italy — they  have  the 
same  oranges,  the  same  class  and  the  same  grade,  all  out  of  the  same 
car©),  and  they  only  pay  60  cents  a  dozen. 

Mrs.  Boden.  Of  course,  that  is  perfectly  true.  I>on't  you  see,  it 
is  because  those  people  are  educated  in  oranges,  and  that  is  what  I 
say.  If  our  consumers  were  educated  and  knew  what  they  were 
getting  they  would  fix  their  own  prices ;  and  they  would  get  it,  too, 
because  they  get  what  they  ask  for. 

Another  thmg  about  Ualifomia.  Here  is  California  with  her 
"  Sun  Kist "  oranges.  They  are  known  all  over  the  world,  and  why  ? 
Because  they  spend  money  on  publicity.  If  our  farmers  would  do 
the  same  with  their  apples  and  potatoes  and  tomatoes  and  water- 
melons, they  would  not  have  a  bit  of  trouble  in  disposing  of  them. 

Representative  Ten  Eyck.  Why  can  not  the  women  in  Philadel- 
phia start  a  good  campaign  on  that? 

Mrs.  Boden.  The  Philadelphia  club  women  have  had  food  cam- 
paigns and  food  demonstrations,  but  they  are  necessarily  limited  to 
groups  and  localities.  They  will  indorse  to  their  utmost  a  publicity 
and  educational  campaign  through  the  newspapers  authorized  by 
the  Department  of  Agriculture  through  its  State  Bureaus  of  Mar- 
kets. 

The  Chairman.  Did  you  make  any  investigation  of  the  actual 
machinery  of  distribution  in  Philadelphia? 

Mrs.  Boden.  Well,  no ;  I  can  not  say  that  I  did.  The  commission 
men  mainly  come  into  the  terminal  markets  out  there  at  Thirtieth 
and  Chestnut  and  gather  up  the  food  as  best  they  can  and  take  it 
down  to  the  wharves  and  sell  to  the  retail  trade.  Small  hucksters 
come  down  there  and  buy  and  hawk  it  through  the  city  streets ;  that 
is,  the  perishable  foods.  And,  of  course,  we  have  the  curb  markets. 
We  thought  that  was  going  to  be  wonderful.  We  thought  at  last 
we  were  getting  the  farmer  and  consumer  in  touch  with  each  other. 
We  estaWishea  these  curb  markets  and  farmers  came  in,  and  we 
found  they  were  just  the  old  hucksters  of  the  city  dressed  up.  They 
came  in  there  with  a  nice  farm  price  for  their  products,  and  they 
carted  them  all  the  way  from  the  receiving  terminal  and  back  again 
and  hawked  them  all  through  the  city. 

The  Chairman.  Why  did  not  the  farmers  come  in? 

Mrs,  Boden.  The  farmers  could  not  spare  the  time- 
Representative  Ten  Eyck.  Don't  you  license  your  hucksters  in 
Philadelphia? 
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Mrs.  BoDEN.  Indeed  we  do. 

Bepresentative  Ten  Eyck.  Under  the  law  they  ought  to  have  a 
sign  on  their  wagons  that  they  are  hucksters. 

Mrs.  BoDEN.  I  know,  but  they  did  not  display  them. 

Representative  Ten  Eyck.  Well,  I  would  suggest  that  you  take 
that  up  with  Mayor  Moore  again. 

Mrs.  BoDEN.  We  gave  that  up  in  despair. 

Bepresentative  Sumners.  Do  you  find  any  indisposition  on  the 
part  of  the  newspapers  to  advertise  these  markets  of  yours  which 
compete  with  their  regular  advertisers? 

Mrs.  Boden.  Yes;  the  newspapers  were  not  interested. 

Representative  Sumners.  You  do  not  have  many  people  up  there 
in  Philadelphia,  except  yourselves,  who  are  enthusiastic  about  this 
movement? 

Mrs.  BoDEN.  Not  a  great  many,  except,  as  I  saj,  the  women  con- 
sumers, who  will  stand  by  us  if  we  put  on  a  campaign  for  them.  But 
we  must  have  more  than  ourselves  back  of  it. 

Representative  Ten  Eyck.  How  do  you  think  this  committee  could 
assist  you? 

Mrs.  BoDEN.  It  seems  to  me  that  if  the  commission  would  advise 
the  bureau  of  markets  in  the  different  States,  as  I  have  said,  to  make 
public  the  different  stocks  in  the  market,  when  there  is  plenty  and 
when  there  is  scarcity,  and  educate  the  people  to  looking  in  the  news- 
papers for  the  official  report.  If  you  only  issue  it  once  in  a  while, 
it  does  not  mean  anythmg;  but  if  they  look  there  every  Friday 
morning  for  a  bulletin  from  the  marketing  bureau  of  their  own 
State,  even  if  it  is  just  a  2-inch  square  in  the  paper,  I  believe  our 
Jiousewives  would  expect  that  and  would  make  their  purchases  accord- 
ingly. Have  it  signed  "  Bureau  of  Markets."  Then,  you  see,  there 
is  no  feeling  about  anything.  The  Pennsylvania  bureau  of  markets 
is  under  the  care  of  a  most  able  man,  Mr.  Rasmussen,  and  we  would 
have  authority  back  of  us. 

Senator  Capper.  What  information  would  you  have  carried  in  that 
bulletin? 

Mrs.  BoDEN.  We  would  like  to  have  marketing  news  every  week, 
even  if  it  is  just  one  article  of  information.  For  instance,  it  appears 
that  watermelons  will  be  plentiful.  At  the  summer  resorts  in  New 
Jersej^  they  are  keeping  up  the  prices  and  charging  from  80  cents  to 
$1  apiece.    In  the  city  oi  Philadelphia  they  can  be  bought  for  a 

auarter  of  a  dollar  or  less,  and  we  shall  soon  hear  that  they  are  a 
ead  loss  to  the  farmer,  beoause  the  market  is  overstocked.  There  is 
too  great  a  discrepancy  in  prices. 

The  Jersey  farmers,  for  instance,  are  charging  70  cents  a  dozen  for 
eggs,  and  you  can  buy  them  for  a  great  deal  less  in  the  city. 

Representative  Ten  Eyck.  I  might  say  for  your  information  at  tliis 
cime  of  the  year  the  farmers  get  very  few  eggs. 

Mrs.  Boden.  That  is  true. 

Representative  Ten  Eyck.  Those  are  storage  eggs? 

Mrs.  BoDEN.  They  are  fresh  farm  eggs,  i  was  talking  yesterday 
with  a  friend  of  mine  from  York,  Pa.  You  know,  it  is  nice  to  have 
a  hobby,  because  you  have  always  something  to  talk  about,  so  I  imme- 
diately asked  her  what  she  was  paying  for  egors,  and  she  said,  "  Oh, 
eggs  are  very  high  up  in  York."    ''Are  they?  ''I  said.     "  How  much 


Digiti 


ized  by  Google 


AGBICULTURAL  INQUIRY.  61 

do  YOU  pay?"  She  said,  "  Thirty-seven  cents  a  dozen."  "  Well,"  I 
said,  "you  have  nothing  on  New  Jersey." 

In  the  suggested  weekly  bulletin  I  would  like  to  have  some  infor- 
mation that  the  housewife  could  go  by,  because  I  know  if  she  would 
a  to  the  stores  and  say,  "  I  have  the  authority  of  the  Bureau  of 
rkets  that  such  and  such  a  price  is  a  fair  price  for  this  commodity 
and  I  refuse  to  pay  any  more,"  we  would  soon  be  able  to  keep  the 
prices  where  they  belong. 

Representative  Mills.  What  is  a  fair  price? 

Mrs.  BoDEN.  In  our  fair  price  committee  we  tried  to  have  a  spread 
of  20  per  cent,  or  30  per  cent  up  in  a  very  expensive  locality. 

Representative  Mills.  For  the  retailer? 

Mrs..BoDEN.  For  the  retailer. 

Representative  Mills.  How  much  are  you  going  to  figure  it  for 
the  commission  merchant  and  for  the  wholesaler?  What  would  be 
a  fair  price,  I  mean  ? 

Mrs.  BoDEN.  I  think  the  bureau  ought  to  fix  a  fair  price.  Take 
eg]?s,  for  instance.  If  eggs  are  worth,  say,  30  cents  a  dozen  whole- 
sale, it  seems  to  me  they  would  have  authority  to  say  that  30  per 
cent  increase  is  a  fair  price.    Don't  you  think  so  ? 

Representative  Mills.  No;  I  should  think  if  you  had  a  market 
bnlletin  that  published  the  price  every  day  you  would  probably  have 
gone  as  far  as  you  could. 

Mrs.  BoDEN.  Of  course,  you  have  to  know  the  grades  you  are  get- 
ting. But  they  publish  the  wholesale  prices  in  the  back  of  the  paper 
eTeiy  day. 

Representative  Mills.  I  know  they  do,  and  so  they  know  every 
day  what  the  wholesale  prices  are.  I  do  not  see  how  you  can  con- 
trol the  retailer,  because  obviously  what  is  a  fair  price  for  a  retailer 
in  one  section  of  the  city  is  not  a  fair  price  for  a  retailer  in  another 
section  of  the  city. 

Mrs.  BoDEN.  Don't  you  think  if  we  gave  the  information  to  the 
consmner  that  such  and  such  a  price,  with  a  certain  percentage 
added  for  overhead,  was  a  fair  price  for  her  to  pay,  then  it  would 
be  up  to  her  if  she  wanted  to  pay  a  fancy  price? 

Representative  Mills.  What  percentage  would  you  add  for  the 
retailer?    There  is  no  fixed  percentage,  is  there? 

Mrs.  BoDEN.  In  our  fair-price  work  in  Philadelphia  we  tried  to 
fethat. 

Representative  Mills.  But,  obviously,  a  retailer  who  owns  a  shop 
in  a  section  of  the  city  where  rents  are  low  has  a  much  lower  over- 
head. 

Mrs.  BoDEN.  That  is  what  we  did ;  we  gave  them  20  per  cent  over- 
head where  the  rents  were  low.  If  they  paid  30  cents  a  dozen  for 
^  and  they  had  an  exclusive  shop  in  an  exclusive  section  of  the 
city  we  were  willing  to  stand  by  the  30  per  cent  increase  in  their 
pnces.  In  a  cheaper  part  of  the  city  it  was  20  per  cent  for  overhead. 

Representative  Mills.  Well,  don't  you  think,  in  the  long  run,  if 
yon  are  going  to  say  that  30  per  cent  profit  is  a  fair  profit  for  a 
retailer,  that  will  adjust  itself,  with  the  competition.there  is? 

Mrs.  BoDEN.  It  has  not  done  so. 

Representative  Mills.  Well,  now,  a  curious  thing  is  this.  This 
gentleman  who  is  at  the  head  of  the  California  Fruit  Exchange  and 
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who  has  20  years'  experience  back  of  him — they  have  investigated 
retail  prices  very  carefully — showed  that  the  retail  price  followed 
the  wholesale  price  with  absolute  accuracy,  that  the  curve  was  iden- 
tical over  a  period  of,  I  think  he  said,  15  years,  and  that  the  retail 
profit  was  fairly  constant,  varying  between  24  and  29  per  cent. 

Mrs.  BoDEN.  Mr.  Ten  Eyck  has  just  said  that  in  New  York  the 
California  oranges  were  selling  in  one  district  for  a  dollar  and  in 
another  district,  exactly  the  same  oranges,  for  60  cents. 

Representative  Mills.  Yes ;  of  course.  If  you  buy  on  Fifth  Avenue 
and  buy  on  Tenth  Avenue  there  is  a  very  big  difference.  But  they 
were  speaking  of  average  prices. 

The  Chair3lan.  But  that  would  be  true  only,  I  imagine,  if  you 
took  a  very  large  number  of  transactions.  Of  course,  the  tendency, 
if  you  took  a  large  number  of  transactions,  would  be  for  the  curve 
to  come  to  an  apparently  common  basis. 

Mrs.  BoDEN.  1  see  that. 

The  Chairman.  I  think  that  if  you  took  a  single  article  and  fol- 
lowed it  over  a  long  period,  you  would  find  a  considerable  fluctua- 
tion in  the  margin  between  retail  and  wholesale  prices.  For  instance, 
you  could  not  take  the  statistics  upon  wholesale  and  retail  prices  now, 
as  compared  with  1913 ;  the  margin  between  the  wholesale  and  retail 
prices  has  not  dropped  in  the  same  radio  as  the  wholesale  price  has 
dropped. 

Representative  Mills.  I  know,  but  you  will  find  that,  except  in 
abnormal  periods,  the  retail  prices  will  follow  the  wholesale  prices, 
only  they  will  lag  somewhat  behind.  In  normal  times  I  do  not  know 
what  that  period  would  be ;  perhaps  a  month  or  two. 

Representative  Tex  Eyck.  I  wonder  how  the  efficiency  of  the 
housewife  in  her  profession  to-day  compares  with  the  efficiency  of 
the  housewife  20  j^ears  ago? 

Mrs.  BoDEN.  It  is  not  at  all  the  same.  You  can  not  contrast  them. 
Let  us  take  a  longer  time  than  that ;  let  us  take  our  grandmother's j 
times.  They  did  everything  in  their  own  homes.  They  cured  their 
meat 

Representative  Ten  Eyck.  But  they  had  to  purchase  it.  \ 

Mrs.  BoDEN.  They  thought  $2  a  week  to  their  cook  was  a  large 
wage,  and  they  supplied  her  with  all  her  clothes,  and  pensioned  her 
off  when  she  got  too  old  to  work.  Now,  what  we  have  come  to  in  the 
city  is  this — ^the  young  women  of  the  city  are  almost  without  ex- 
ception self-supporting  girls.  They  are  all  in  industry;  they  have 
no  chance  to  secure  any  education  as  to  home  making.  They  marry 
and  go  to  housekeeping,  and  they  do  not  know  one  blessed  thing^ 
about  it.  They  go  out,  because  they  have  been  used  to  going  out^ 
and  they  rush  out  to  the  movies,  they  rush  out  shopping,  and  they 
only  have  time  to  stop  at  the  delicatessen  shop  at  the  corner  and  buy 
something,  and  thej'  rush  home  and  put  it  on  the  table  for  dinner, 
and. that  is  all  they  know  about  food  distribution  and  consumption. 

The  Department  of  Agriculture  will  furnish  them  bulletins  on  nouse- 
iteeping,  but  they  do  not  know  enough  to  ask  for  them.  Once  in  a 
while  1  see  in  the^  Sunday  paper  a  very  glowing  account  of  what  the 
Department  of  Agriculture  will  do  for  the  women  of  the  country  if 
they  ask  for  it,  but  these  bulletins  should  be  in  every  home  or  given 
out  with  the  purchase  of  food. 
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Representative  Sumners.  The  Department  of  Agriculture  can  not 
do  the  outside  work  and  the  inside  work,  too. 

Mrsw  BoDEN.  I  know  it,  but  I  am  begging  you  all  to  advertise.  I  am 
strong  for  publicity. 

Bepresentative  Sumners.  Take  the  present  situation :  You  can  read 
in  the  morning  paper,  as  Mr.  Mills  suggested  a  moment  ago,  with  ref- 
erence to  the  wnolesale  prices.  Then  you  go  down  to  the  store  and 
see  what  the  retail  prices  are.  What  are  you  going  to  do  about  it? 
What  good  is  it  going  to  do  you  to  have  from  a  govemment&l  agency 
knowledge  of  wnolesale  prices  that  anybody  can  acquire  by  reading 
the  paper? 

Mrs.  BoDjEN.  It  is  not  going  to  do  one  person  a  bit  of  good,  but  if 
that  one  person  is  multiplied  by  a  thousand 

Representative  Mills.  Well,  she  goes  to  her  grocery,  and  she  says, 
"  This  is  not  a  fair  price."  He  says, "  I  am  sorry,  but  that  is  the  price 
I  have  to  charge  to  live."  She  goes  into  the  next  grocery  and  finds 
the  same  prices.  She  may  go  two  or  three  blocks ;  but  by  Uie  time  she 
has  ffone  two  or  three  blocks  and  finds  they  are  all  selling  at  the  same 
price,  she  says,  "  Well,  that  is  interesting,  but  it  does  not  get  me 
anvwhere." 

ifrs.  BoDEN.  More  than  one  woman  reads  the  newspaper.  Sup- 
pose a  thousand  women  in  West  Philadelphia  go  to  their  stores  and 
ay,  "How  dare  you  charge  me  26  cents  a  head  for  this  lettuce  when 
Ton  are  only  paying  5  cents  for  it?"  They  say,  "Well,  we  can  not  sell 
it  for  any  less."  Then  another  thousand  women  come  and  say  the 
same  thing.  The  retail  dealers  say,  "We  are  sorry,  but  we  can  not 
sell  it  for  any  less."  In  the  same  day  two  or  three  hundred  more 
women  come  m,  and  then  the  dealers  say,  "Well,  we  will  see  what  we 
can  do  about  it." 

Representative  Mills.  If  they  have  somewhere  else  to  go.  But  if 
they  have  not — if  that  is  the  retail  price  for  that  day,  generally  speak- 
ing—they are  helpless.  If  it  is  away  above  a  proper  margin  of 
profit  then  the  fellow  around  the  comer  is  going  to  cut  the  price,  be- 
cause I  do  not  know  any  keener  competition  than  among  the  small 
retailers. 

Mrs.  BoDEN.  Don't  you  know  what  would  happen?  All  those 
women  who  had  read  tnat  bulletin  would  say,  *'We  do  not. want  any 
lettuce  to-day ;  we  really  do  not  care  for  it,  and  we  won't  buy  it  until 
it  comes  to  a  decent  price. 

Representative  Mills.  I  admit  if  you  have  a  buyers'  strike  on  any 
article  the  price  will  come  down. 

Mrs.  BoDEN.  We  do  not  want  that.  We  do  not  want  to  put  any- 
thing like  that  before  the  public,  but  we  want  them  educated  to  intel- 
Ugent  buying. 

Bepresentative  Mills.  Well,  I  think  you  are  ri^ht.  I  think  you 
ought  to  educate  people  to  intelligent  buying,  but  it  is  a  very  long, 
slow  process. 

Mrs,  BoDEN.  That  would  have  been  true  five  years  ago,  but  since 
then  our  women  have  been  trained  to  organized  effort  and  to  the  use 
and  conservation  of  food.  I  feel  sure  that  the  women  in  every  State 
would  respond  to  a  central  campaign  to  eliminate  as  far  as  possible 
the  middleman  and  bring  the  consuming  housewife  in  touch  with 
the  producer  of  perishable  food.     In  Philadelphia  we  have  an  or- 
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ganization  of  wealthy  society  women,  the  Emergency  Aid.  They 
are  vitally  interested  in  food  prices.  The  club  women  are  trained 
to  study  economic  values.  The  vast  majority  of  housewives,  those  in 
our  city,  who  live  in  rows  of  two-story  red  brick  houses,  and  who 
belong  to  no  organization,  can  be  reached  and  influenced  by  news- 
paper publicity  and  by  an  educational  campaign  which  could  be  put 
on  in  the  motion-picture  houses,  authorized  by  the  Department  of 
Agriculture  in  cooperation  with  the  State  marketing  bureaus,  the 
State  granges,  and  the  home-extension  department  of  our  State 
coUeges- 

I  may  add,  by  way  of  example,  that  the  coal  dealers  in  Philadel- 
phia are  putting  on  a  fine  moving  picture  depicting  all  the  processes 
by  which  coal  is  brought  from  the  mine  to  your  front  cellar  window. 

Representative  Mills.  Have  you  ever  been  able  to  see  in  Philadel- 
phia that  there  was  very  great  interest  in  the  establishment  of  a  free 
marketing  system? 

Mrs.  BoDEN.  We  have  held  meetings,  we  have  been  to  the  mayor's 
office 

Representative  Mills.  But  have  you  got  anywhere  ? 

Mrs.  BoDEN.  No;  we  have  not. 

Representative  Mills.  Exactly;  and  why  is  that?  Because  you  can 
not  get  the  general  public  interested.  The  same  is  true  in  New  York 
City.  The  situation  is  perfectly  well  recognized,  but  the  public  is 
absolutely  indifferent. 

Mrs.  BoDEN.  You  know  what  the  public  is  in  Philadelphia? 

Representative  Mills.  No;  but  I  know  the  public  in  New  York  is. 

Mrs.  BoDEN.  But  we  do  not  call  them  the  public;  we  call  it  the 
^Pennsylvania  Railroad  in  Philadelphia. 

Representative  Mills.  Well,  in  New  York  I  think  all  the  rail- 
roads would  be  very  glad  if  you  gave  them  free  terminal  facilities. 

Mrs.  BoDEN.  But  you  have  wonderful  markets  in  New  York.  You 
are  noted  for  your  markets. 

Representative  Mili.s.  I  do  not  know  where  they  are. 

Mrs.  BoDEN.  You  have  eight  times  as  many  people  in  New  York  as 
we  have  in  Philadelphia. 

Representative  Mills.  Yes;  and  we  have  not  got  a  single  real  ter 
minal  market. 

Mrs.  BoDEX.  But  New  York  is  so  big  you  are  not  up  against  it  the 
way  we  are. 

Representative  Mills.  I  do  not  know  why.  The  people  in  the 
Bronx  have  to  come  down  and  buy  at  the  Washington  Market  and 
carry  all  their  stuff  up  to  The  Bronx.  There  is  no  real  distributing 
point  in  The  Bronx.  It  is  all  sold  to  the  retailers.  It  is  a  bad  situa- 
tion, and  yet  we  can  not  get  the  people  interested. 

Mrs.  BoDEN.  What  we  want  most  of  all  in  Philadelphia  is  to  have 
a  survey  made.  We  want  a  market  commission  appointed,  pref- 
erably from  the  outside,  absolutelv  free  from  political  ties  or  special 
interests  control.  We  want  to  eliminate  the  middleman  as  far  as 
possible  and  deal  direct  with  the  producer.  We  want  an  efficient 
plan  whereby  we  can  get  better  food  at  lower  prices.  When  such  a 
plan  is  devised  and  meets  the  approval  of  such  men  as  Dr.  King, 
we  women  are  ready  to  get  behind  it  and  make  it  a  political  issue  if 
needs  be  for  the  good  oi  the  city.    But  we  must  start  with  a  survey. 

Representative  Mills.  But  you  know  what  they  will  find. 
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Mrs,  lioDJiN.  We  want  them  to  come  out  in  print  and  tell  us  what 
they  find,  and  then  tell  us  just  what  we  need.  Then  it  is  up  to  us  to 
put  it  through.  But  we  have  not  been  able  to  get  that  survey 
through.  There  was  $10,000  appropriated  for  the  survey.  We  went 
to  the  mayor  and  we  said,  "  You  know,  we  had  $10,000  appropriated 
by  the  last  administration  for  a  market  survey,  and  we  would  like 
to  have  that  money  put  to  that  use."  The  mayor  said,  "  Your  money 
has  been  spent  long  ago,  and  I  do  not  know  where  I  could  turn  to 
get  it  agam."  So  there  is  our  survey,  but  still  we  want  it.  We 
thought  perhaps  the  commission  could  make  some  recommendation 
about  that.  I  do  not  see  why  they  should  not  have  surveys  made  in 
different  cities,  and  then  it  would  not  hurt  anybody^  feelings. 
Dont  you  think  so  ? 

The  Chaibm AN.  The  Department  of  Agriculture  has  made  surveys, 
and  various  organizations  have  made  surveys.  The  trouble  is,  there 
has  nothing  ever  come  of  the  survey. 

Mrs.  BoDEN.  I  can  not  answer  for  any  other  place  but  Philadelphia. 
but  we  would  like  very  much  to  have  one. 

The  Chairman,  If  there  is  nothing  further,  Mrs.  Boden,  we  are 
Ten-  much  obliged  to  you. 

Airs.  BoDEN.  1  am  very  much  obliged  to  you,  Mr.  Chairman,  for 
ktiflg  me  have  this  opportunity  to  appear  here. 

The  Chaermak.  Judge  Cowan,  are  you  ready  to  enlighten  the 
committee  now? 

Mr.  Cowan.  I  am  ready,  but  I  do  not  know  whether  I  am  able  to. 
,  The  Chairman.  You  may  give  your  full  name  and  the  organiza- 
ton  you  represent  to  the  reporter. 

STATEMENT  OF  ME.  S.  H.  COWAN,  ATTOBNEY  FOE  THE  AMEEICAN 
lAnONAL  UVE  STOCK  ASSOCIATION,  ANB  THE  NATIONAL  LIVE- 
STOCK SHIPPEES'  LEAGUE,  FOET  WOETH,  TEX. 

Mr.  Cowan.  My  name  is  S.  H.  Cowan ;  I  reside  at  Forth  Worth, 
Tex.;  I  am  appearing  here  as  attorney  for  the  American  Live  Stock 
Association  and  its  constituent  associations  and  other  organizations — 
the  National  Live  Stock  Shippers'  League.  I  am  a  citizen  and  farmer 
of  Uie  State  of  Texas;  a  Democrat  who  voted  the  Republican  ticket; 
^hite;  62  years  old. 

Gentlemen  of  the  commission  I  hesitated  to  come  here  before  the 
commission  because,  the  breadth  of  your  investigation  is  such  that 
tliere  is  hardly  anything  you  will  not  hear.  There  is  probably  very 
little  of  it  you  can  consider.  There  is  no  proposition  pending  to 
r^edy  such  conditions  as  are  alleged  to  exist  or  which  you  find  to 
^Dst.  There  b  nothing  to  speak  to,  except  to  ar^e  something.  I 
liave  done  that  so  often  and  before  so  many  committees  of  Congress 
tJiat  I  guess  I  have  achieved  about  all  the  pleasure  and  reputation 
that  I  can  get  out  of  that  sort  of  performance, 

I  have  had  in  mind  to  endeavor  to  so  state  the  situation  about 
^bich  I  wish  to  speak  that  you  would  understand  it  as  it  is.  I  do 
jot  mean  by  that  expression  that  this  commission  is  not,  to  its  own 
wlief,  fully  cognizant  of  the  situation  pertaining  to  live  stock,  of 
^hich  I  most  particularly  speak^  and  that  it  likewise  has  a  vast 
'^d  of  information  upon  the  subject. 

9mi— 22— VOL  3 5 


Digiti 


ized  by  Google 


66  AGRICULTURAL,  INQUIRY. 

I  take  it  that  many  of  you  are  personally  acquainted  with  the 
business  of  agriculture,  which  also  includes  live  stock  in  our  western 
country,  using  the  term  agriculture  as  a  generic  term.  And  the 
two  are  inseparable,  and  the  two  are  the  basis  and  foundation  of  all 
prosperity,  of  the  existence  of  civilization,  even.  It  furnishes  meat 
and  bread  for  this  country  and  for  the  world,  and  when  we  need 
them  the  best  soldiers.  And  from  my  State  more  Democrats  than 
anywhere  on  earth ;  I  am  not  bragging  about  that,  either. 

1  have  been  to  Washington  many  times  in  representing  the  Texas 
Cattle  Association;  later  the  American  Live  Stock  Association  in 
about  all  of  the  measures  that  have  been  up  for  the  regulation  ol 
rates,  transportation,  and  service,  and  in  many  other  matters;  have 
appeared  in  the  Department  of  Justice,  ana  to  some  extent  the 
Interior  Department  and  its  various  services.  And  at  my  advanced 
age  you  can  readily  understand  that  I  am  pretty  well  acquainted 
tliroughout  the  West 

I  speak  of  the  western  district  as  being  that  territory  lying  west 
of  Chicago  and  the  Mississippi  River,  but  including  the  Statfe  of 
Illinois  and  the  com  belt,  that  bein^  the  district,  so  far  as  trans- 

f'   ortation  is  concerned,  that  is  used  for  statistical  purposes  by  the 
nterstate  Commerce  Commission,  called  the  western  district. 

The  interests  of  the  people  throughout  that  whole  territory  is  each 
inseparably  wrapped  up  in  the  other;  that  interest  applies  just  as 
well  to  banking  and  merchandising  as  it  does  to  anything  else;  as  it 
did  apply  in  the  saloon  in  the  days  preceding  the  great  drought;  it 
now  applies  to  prohibition  as  well,  and  moonshine  and  eveiything 
else  interchangeably  interwoven  together. 

The  conditions  there  are  not  describable  by  any  particular  lan- 
guage; the  poverty  of  language  forbids  the  use  of  language  in  set 
form  or  phrase  that  will  describe  the  condition  in  any  particular 
community.  A  few  recitals  would  suffice-  They  have  been  made  to 
you  in  many  cases,  no  doubt,  though  I  do  not  recall  having  seen 
that  anyone  has  appeared  particularly  with  respect  to  the  live-stock 
situation  out  there,  although  I  assume  a  number  of  men  have  ap- 
peared who  have  gone  into  the  subject.  Am  I  correct  about  that? 
You  have  had  witnesses  here,  I  suppose,  before  the  commission,  or 
persons  who  made  statements  to  that  effect.  The  word  "poverty" 
does  not  exactly  strike  the  right  chord.  The  word  "  bankrupt "  does 
not  do  it.  because  the  energy  of  the  people  there  is  so  great  that  you 
can  not  bankrupt  them  it  you  give  them  a  chance.  The  fertility 
.  of  the  soil,  and  the  abundance  of  honest  production  is  such  that  if 
thev  have  an  opportunity  they  can  not  be  bankrupted.  They  vnll 
come  out-  They  will  scratch  out,  and  have  done  it  many  times  in 
local  communities.    Now  it  applies  to  the  entire  country. 

The  enormous  expense  laid  is  a  burden  upon  the  product  of  their 
business,  they  being  so  remote  from  the  places  of  consumption  of 
their  product  that  they  can  not  overcome  it,  because  they  can  not  con- 
trol it.  After  they  have  disposed  of  their  products,  they  have  noth- 
ing left,  and  if  they  have  nothing  left  to  trade  upon,  they  can  not 
continue  in  business.  The  cost  of  production  of  live  stock  has,  in 
many  instances,  been  greater  than  the  actual  receipts  at  the  market. 
In  many  more  instances  it  has  been  greater  than  the  receipts  less 
the  freight  and  expense  of  getting  it  to  the  market.    The  general  con- 
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(lition  to-day  is  that  the  live-stock  interests  of  the  West,  including 
the  corn  belt,  can  not  make  a  farthing  by  the  very  best  that  they  can 
possibly  do,  to  pay  any  return  whatsoever  upon  their  investment  in 
their  lands.  And  for  the  most  part,  the  farmer  and  the  stockman 
who  employs  men  to  carry  on  his  business  has  nothing  left  after  he 
gets  through  paying  the  interest  on  the  money  he  has  to  borrow  and 
his  taxes,  that  would  not  allow  for  him  any  compensation  other  than 
the  fact  that  he  makes  a  living  at  the  place  where  he  and  his  family 
reside. 

Such  a  condition  has  never  existed  before.  It  is  universal,  and  the 
people  are  calling  as  loud  as  they  can  speak,  at  least,  upon  Congress 
for  relief,  and  the  question  here,  of  course,  ought  to  be :  "  What  re- 
lief can  we  give?  What  is  within  the  domain  of  the  possibilities  of 
our  cutting  down  the  expenses?"  We  can  not  increase  prices.  Then,, 
the  question  is :  "  What  can  we  do  with  respect  to  cutting  down  ex- 
penses?   And  what  can  we  do  to  keep  you  going  and  give  you  an 

opportunity  to  use  your  energy — a  vast  army  of  millions  of  people,. 

able,  ready,  and  willing  and  with  the  opportunities  at  their  doors. 
to  continue  in  business  to  produce,  to  make,  and  to  create  the  primary 
wealth  of  the  country?" 

Representative  MiLls.  Let  me  ask  you  a  question  now :  Is  not  the 
crux  of  your  present  situation — I  am  not  talking  of  future  produc- 
tion—4he  fact  that  your  farmer  has  a  commodity  produced  at  a  very 
%h  price  which  he  has  not  yet  disposed  of? 

Mr.  Cowan.  Xo,  sir;  not  altogether.  He  has  that,  yes,  so  far  as 
he  has  retained  it,  that  is  true;  and  this  year's  crop  is  in  considerable 
measure  in  that  way,  although  not  so  much  as  it  was  in  the  pre- 
ceding year. 

Representative  Muxs.  So  far  as  your  stockmen  are  concerned,  is 
that  true  to  a  great  extent? 

Mr.  Cowan.  There  are  almost  innumerable  instances,  each  of 
vhich  is  differentiated  from  the  other.  Some  illustrations  would 
iDswer  your  question  better.  A  man  who  is  engaged  in  buying  of 
yearling  steers  in  the  trading  country,  and  shipping  them  to  Kansas 
or  Colorado,  or  some  other  place,  speculates  upon  them,  and  he  paid 
«  price  for  them  when  he  bought  them ;  if  he  bought  them  a  year 
>go  he  paid  a  price  which  he  could  not  realize  now.  And  'in  that 
sense  he  has  got  a  commodity  on  his  hands  which  he  can  not  market 
presentlv,  at  least,  to  pay  him  any  money,  if  he  gets  his  money  back 
that  he  nas  expended  in  the  process. 

Representative  Mills.  Now,  let  us  deal  with  that  fellow  before 
^e  pass  on  to  the  next  man.  Is  there  anything  that  you  can  do  for 
that  man? 

ilr.  CowAN.  Yes,  sir. 

Representative  Mills.  What  is  that? 

Mr.  Cowan.  Reduce  his  freight  rate  so  that  he  will  not  have  to 
pay  75  per  cent  more  than  he  had  to  pay  previous  to  the  war  when 
the  same  prices  prevailed' about,  as  they  do  now. 

Representative  Mills.  That,  of  course,  will  reduce  his  loss. 

Mr.  Cowan.  You  asked  me  what  I  could  do  for  him.  That  is  what 
I  could  do,  to  try  to  save  him  loss. 

Representative  Mills.  Is  there  anything  that  will  save  him  this 
product— speaking  of  this  particular  product — even  at  a  loss? 
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Mr.  Cowan.  Yes ;  furnish  him  the  money  so  that  he  can  hold  hi 
cattle,  and  thus  prevent  his  flooding  the  market  with  immatur 
cattle ;  help  him  to  hold  his  cattle,  and  thus  save  himself  and  every 
body  else  from  putting  these  young,  immature  cattle  on  the  maAel 
If  that  is  corrected,  he  will  grow  out  of  that  condition,  and  he  wi] 
buy  other  cattle,  and  he  will  continue  to  grow  out  of  it.  If  he  ha 
the  credit,  he  can  do  it.  Credit  lies  at  the  foundation  of  any  po8 
sibility  of  increasing  the  prices,  as  we  view  it. 

Bepresentative  Sumners.  Judge  Cowan,  this  difficulty  is  not  repr€ 
sented  entirely  by  the  decrease  in  the  price  of  livestock  that  is  read] 
for  market,  but,  as  you  have  indicated,  that  difficulty  is  accentuate 
by  reason  of  the  fact  that  young  stuff  and  cheap  stun  and  immatui^ 
stuff  is  forced  onto  the  market  in  competition  with  whatever  stuff  i 
ready  for  the  market. 

Mr.  Cowan.  Exactly ;  that  is,  the  stuff  that  should  not  be  marketed 
It  should  be  held  until  it  is  mature  and  ready  for  the  market.  I 
has  always  had  its  price  fixed  by  the  men  who  wanted  to  continii 
to  produce  it  so  as  ultimately  to  produce  a  marketable  commodity. 

Bepresentative  Sumners.  But  you  have  a  situation  that  not  onl; 
the  man  who  is  producing  for  the  market,  when  he  gets  to  markei 
is  confronted  with  a  reduction  in  price,  but  the  herds  are  beinj 
destroyed  by  the  condition  that  exists.  They  are  being  forcej 
on  the  market;  and  that,  in  turn,  is  destroying  the  man  who  hi 
something  ready  to  sell. 

Mr.  Cowan.  That  is,  to  a  certain  extent,  true.  Many  of  them  will 
of  course,  continue  in  business;  most  of  them  will  continue;  thod 
most  favorably  circumstanced.  Those  not  so  favorably  circuit 
stanced,  under  the  conditions,  will  go  out  of  business. 

Now,  gentlemen,  let  me  pause  for  a  moment  and  state  that  it  waj 
not  my  intention  to  go  into  that  subject  so  much,  because  Mr.  Mercel 
will  go  into  it.  And  at  this  point  I  want  to  say  that  Mr.  Williand 
assisant  secretary  of  the  Texas  and  Southwestern  Cattle  Raised 
Association,  of  Fort  Worth,  Tex.,  is  here  and  has  some  information 
that  he  will  likewise  desire  to  present  for  your  consideration.  M^ 
Mercer  is  also  here  and  would  like  to  be  heard;  and  Mr.  Williamj 
would  like  to  present  his  matters  after  Mr.  Mercer  is  through. 

It  was  my  intention  to  go  into  some  of  the  other  subjects;  that  i| 
to  say,  the  matter  of  transportation  and  the  things  that  Congr^s 
as  it  seems  to  us,  must  give  consideration  to;  some  of  the  thingl 
that  Congress  must  take  action  concerning,  because  they  will  nol 
right  themselves.  We  are  to-day,  as  I  say,  selling  live  stock  on  tU 
market  and  on  the  ranch  at  about  prewar  prices.  We  will  not  quibbl^ 
about  the  exact  amount.  I  am  speaking  of  cattle  particularly,  bei 
cause,  that  is  the  backbone  of  the  business  that  I  care  to  speak  about 
I  am  not  so  familiar  with  sheep  and  hogs,  but  it  was  the  case  witl 
sheep,  and  also  it  was  the  case  with  hogs  until  the  recent  rise  in  th€ 
marKet,  beginning  some  four  weeks  ago. 

Cattle  move  probably  an  average  of  three  times  before  they  reach 
the  block  in  the  ordinary  course  of  business.  Some  will  move  foui 
or  five  times.  That  is  not  open  to  controversy,  and  the  general 
opinion  is,  taking  the  whole  situation,  that  they  will  move  an  average 
of  three  times.  For  example,  cattle  bred  in  Texas  may  move  to  the 
north  Panhandle — I  will  take  a  good  illustration  that  will  illustrate 
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it.  and  then  you  can  take  that  and  consider  it.  The  Matador  Cattle 
Co.,  that  has  a  large  ranch  in  Motley  County  and  down  in  that  part 
of  Texas,  purely  a  breeding  range,  raises  a  large  number  of  cattle 
on  that  ran^.  And  they  have  another  range  of  about  217,000  acres 
some  200  miles  or  more  up  into  the  Panhandle,  near  the  line  of  Colo-* 
rado,  in  the  northwestern  comer  of  Texas.  They  will  move  young 
cattle  from  the  lower  ranch  up  to  the  upper  ranch,  where  they  will 
keep  them  until  they  are  about  2  years  old.  Then  they  have  a  ranch 
in  ifontana,  and  they  will  send  a  lot  of  those  cattle  up  to  graze  up 
there  on  their  ranch  in  Montana;  and  they  also  did  have  a  ranch 
in  Canada,  some  years  ago,  over  the  line,  and  did  move  cattle  there. 
They  also  have  a  ranch  in  'South  Dakota,  or  did  have  one  there  for 
many  years;  there  was  an  internal  when  they  did  not.  And  they 
move  cattle  from  this  lower  Texas  ranch  up  by  the  different  steps. 
IS  you  see.  to  South  Dakota  and  Montana  arid  Canada — generally 
to  Sonth  Dakota,  and  also  move  some  to  Montana.     When  those 

tttlle  are  shipped  out  from  South  Dakota  or  Montana  tliey  will  go 
mo^  Bniformly  to  the  Chicago  market. 

Xow,  at  the  Chicago  market  those  cattle,  although  they  are  grass- 
fit  cattle— they  are  well-bred  Hereford  cattle — a  brand  that  is  well 
known,  and  they  are  desirable  cattle  to  finish  on  corn;  so  that  they 
wi]l  meet  a  competitive  market  at  Chicago,  in  those  who  desire  to 
buv  cattle  to  feed,  and  some  of  them  may  be  sold  and  may  go  out 
iffain  to  be  finished  on  com.  Now,  there  are  many  shipments  from 
Montana  where  the  cattle  are  bought  and  carried  out  into  the  corn 
belt,  and  elsewhere,  where  they  are  fattened.  So  that  the  animal, 
from  the  time  it  is  bred  and  is"  a  calf  up  to  the  time  that  it  reaches 
the  block  may  have  been  taken  on  four  or  five  journeys  on  the  rail- 
road. It  also  involves  a  matter  of  feed.  Mr.  Cfampbell,  of  Wichita, 
Sans.,  feeds  cattle  at  Lajunta,  and  he  ships  cottonseed  meal  from 
Oklahoma  and  Texas  to  leed  his  cattle.  They  will  ship  corn  from 
Kansas  or  Iowa  to  be  fed  to  those  cattle.  They  use  sugar  beet  pulp, 
if  that  is  what  they  call  it,  and  alfalfa  meal,  all  of  which  involves 
nilroad  rates.  And  all  this  material  that  is  shipped  in  the  form  of 
feed  will  eventully  be  marketed  in  the  form  of  beef.  That  is  a 
matter  that  is  going  on  all  the  time.  These  cattle  are  shipped  from 
Texas  to  South  Dakota  and  to  Canada,  and  to  Montana,  and  are 
^ttened,  and  are  shipped  to  Chicago,  and  then  sometimes  from 
Chicago  out  to  be  finished  on  corn,  so  that  you  can  see  that  the  mat- 
ter of  transportation  is  one  of  the  most  important  matters  to  the 
catUe  raiser. 

^ow,  these  railroads  are  built  up  by  the  country  that  was  devel- 
oped out  there  by  the  cattle  business  and  farming  business,  and  they 
<^en  themselves  bought  stock  and  put  into  that  country  to  help 
tievelop  the  country.  And  after  the  country  had  settled  up,  and 
the  reclamation  service  was  established,  they  put  in  alfalfa,  and 
alfalfa  is  a  great  product  in  that  country;  it  is  a  great  product 
aside  from  the  irrigation  districts,  even  in  the  State  of  Kansas. 
It  is  very  extensively  grown  there  and  in  Nebraska,  and  elsewhere, 
'^foper  uses  were  made  of  the  products  and  the  people  knew  what 
ttey  were  doing,  and  the  business  was  going  on;  there  was  a  com- 
plexity of  business,  and  the  people  generally  and  the  banks  and  the 
^ilroads  and  everybody  else  were  supported  by   that  enormous 
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business.  For  25  years,  or  «30  years,  or  40  years,  while  this  country 
was  developing,  people  knew  about  what  they  could  do :  they  faiew 
something  about  what  the  rates  were  costing,  and  then  what  marffin 
they  would  have  to  have  to  take  care  of  this  transportation.  We 
were  going  about  upon  the  maximum  at  the  time  the  Govemraent 
took  over  the  railroads.  And  those  maximum  rates  were  those  that 
were  made  by  the  Interstate  Commerce  Commission,  or  were  in- 
dorsed by  the  Interstate  Commerce  Commission,  all  made  to  con- 
form to  competitive  rates  moving  in  similar  territory,  according  to 
the  schedules  that  had  been  passed  upon  by  the  commission,  and 
all  of  wh'ch  had  been  tried  out  in  great  detail  before  the  commis- 
sion and  had  received  the  consideration  of  the  best  talent  of  the 
country,  and  the  best  judgment  of  the  commission;  and  many  of 
them  had  been  fought  to  the  courts  and  sustained,  as,  for  example, 
the  rates  in  the  cattle  raiser's  case.  So  that  there  was  substantially 
a  standard  of  rates  throughout  that  country.  Business  was  going 
upon  that  basis;  all  sorts  of  business. 

I  say  that  was  a  standard  of  rates,  considered  to  be  reasonable, 
and  about  a  certain  general  price  was  being  paid  for  live  stock  for 
some  years,  fluctuating  a  few  cents  a  pound,  according  to  circum- 
stances. The  country  was  prosperous,  the  railroads  were  prosper- 
ous, and  business  was  growing;  everybody's  business  was  growing.  If 
we  could  return  to  such  a  condition  now  the  same  thing  must  hap- 
pen again,  because  the  same  causes  that  produced  the  condition 
before  are  there  now  to  produce  it  again.  But  the  difficulty  that 
stands  in  the  way  of  returning  to  such  conditions  to-day  is  two- 
fold ;  one  is  the  railroads  feel  that  they  can  not  put  the  rates  down 
so  as  to  move  the  traffic  and  start  up  the  business  of  the  country 
without  bankruptcy ;  and  the  other  is  that  they  are  not  willing  to 
do  it,  having  once  seen  these  high  rates  written  upon  the  paper. 

As  it  is  to-day,  and  was  disclosed  when  we  were  trying  a  recent 
case,  there  were  1,700  hogs  that  were  hauled  into  the  market  at  StJ 
Joseph  in  one  day  on  Ford  trailers;  half  of  the  sheep  that  are 
shipped  to  Omaha  in  a  50-mile  radius  are  moved  to  market  on  trucks 
and  trailers.  People  will  not  use  the  railroads ;  cattle,  wherever  it 
is  possible,  are  driven  between  pastures  and  ranges. 

They  put  such  high  rates  on  hay  and  alfalfa  as  to  absolutely  tie 
it  up  where  it  is  raised  and  close  up  the  alfalfa  mills  on  their  lines, 
and  in  Idaho  there  are  a  million  tons  of  alfalfa  hay  going  to  waste 
simply  because  the  people  can  not  afford  to  move  it  on  the  railroads 
to  the  available  markets  at  the  price. 

There  was  an  instance  of  one  man  in  Nevada  who  shipped  a  car- 
load of  horses  to  Kansas  City,  and  after  he  had  shipped  them  and 
sold  them  and  paid  the  freight  he  was  in  debt  $124.  And  then 
they  had  to  send  them  to  the  zoo  and  kill  them  for  meat  for  the  lions, 
because  there  was  no  other  use  for  them. 

You  can  not  ship  cows  that  would  make  good  canners  because  the 
rates  are  so  high  that  the  cattle  will  not  pay  the  rate,  and  the  only 
valuable  by-product  there  was,  or  the  most  valuable  by-product  was 
the  hides,  and  now  Congress  in  its  great  wisdom  has  put  hides  upon 
the  free  list,  so  that  hides  are  not  worth  anything.  And  I  say,  ^'i" 
its  great  wisdom  "  with  several  exclamation  points.  As  a  Democrat 
I  voted  for  the  protective  tariff,  and  yet  Congress  in  its  great  wis- 
dom put  hides  on  the  free  list. 
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I  was  told,  digressing,  that  some  of  the  Members  of  Congress  had 
concluded  that  mat  was  a  way  to  hit  the  packers,  to  put  hides  on 
the  free  list.  The  only  people  who  can  import  them  in  great  quan- 
tities and  have  the  entire  meat  supply  in  their  control,  and  yet  they 
put  hides  on  the  free  list  to  hit  the  packers.  I  think  some  of  our 
Texas  Con^ssmen,  even,  voted  that  way.    The  Lord  forbid. 

These  thmgs  that  are  staring  the  common  people  now  in  the  face 
and  are  ban£nipting  the  people  are  the  things  thejr  want  to  bring 
before  this  committee.  What  I  have  stated  in  relation  to  the  trans- 
portation is  the  thing  that  pertains  throughout  the  country.  Why, 
they  don't  even  ship  the  tags  from  the  wool  now,  about  20  per  cent  on 
a  wool  clip  from  the  sheep.  Talk  about  conservation  of  natural  re- 
sources about  Washington  here.  I  don't  know  who  this  talk  is  by, 
but  I  suppose  some  professors.  They  have  to  throw  away  the  tags 
they  shear  from  the  sheep  because  they  will  not  pay  the  freight. 

A  man  that  is  in  the  lumber  business  and  worth  some  millions  of 
doUars  has  a  large  ranch  in  Texas,  and  he  told  me  coming  up  to 
Washington  to  see  about  something — I  don't  know  what — a  tariflf 
OD  Jumber,  I  reckon — I  don't  know — this  man  had  killed  a  steer  on 
his  ranch  in  Texas,  because  that  is  about  the  cheapest  meat  they  can 
^t— the  steer  dressed  700  pounds,  and  you  gentlemen  who  know 
about  those  things  know  that  it  must  have  been  a  good-sized  steer. 
And  along  with  other  hides  they  shipped  this  hide.  As  I  say,  it  must 
have  been  a  large  steer  that  dressed  700  pounds;  it  must  have 
weighed — I  don't  know — I  suppose  1,250  or  1,300  pounds.  And  what 
do  you  think  he  got  back  as  an  emolument  on  that  big  steer  hide? 
The  enormous  sum  of  56  cents  from  the  hide  of  that  big  steer.  And 
the  hides  from  that  country,  covering  a  large  per  cent  of  the  by- 
product of  the  cattle,  can  not  be  sold,  because  they  will  not  stand 
the  freight  to  be  shipped. 

Representative  Sumneks.  What  did  he  get  for  the  hide? 

Mr.  Cowan.  Fifty-six  cents,  and  his  name  is  Jim  West,  of  Houston, 
whom  you  know. 

Representative  Sumners.  If  he  had  had  a  tariff  on  that  hide,  it 
would  have  paid  him  to  raise  that  animal,  do  you  think? 

Mr.  CJowAN.  If  there  was  a  tariff  on  hides,  he  could  have  got  more 
for  it,  and  hides  would  be  worth  more  generally.  The  Democrats 
told  me  when  I  voted  for  Hancock  that  they  were  for  a  revenue 
tariff.  But  afterwards  they  were  not  for  a  revenue  tariff.  That  is 
the  reason  I  am  for  a  tariff.  They  treated  me  like  the  Baptist  Church 
treats  a  member;  they  don't  turn  a  member  out  of  the  church;  they 
withdraw  from  him,  and  I  guess  that  is  what  the  Democratic  Party 
did  to  me. 

This  is  just  sound  common  sense;  we  can't  afford  to  put  our 
products  in  competition  with  the  cheapest  products  in  the  world 
while  we  pay  union  labor  $5  or  $6  a  day  for  eight  hours'  work,  and 
pay  another  man  to  watch  him.  .That  is  a  thing  I  will  reach  in  a 
minute. 

Representative  Ten  Etck.  Mr.  Cowan,  can  you  tell  how  old  thoa.3 
cattle  were  at  the  different  shipments  you  spoke  of? 

Mr.  Cowan.  Beef  steers  are  often  shipped  at  2  vears  old.  A\'^eII- 
roatured,  fine-finished  cattle  are  older;  some  are  5  or  6  years  old. 
Old  cows,  that  have  quit  breeding,  of  course,  they  ship  when  they 
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get  fat.  They  ship  them  when  they  can;  a  man  on  a  ranch  knows 
something  about  his  business,  and  he  will  ship  them  for  what  he  can 
get,  often.  But  now,  attSt  the  hide  is  of  no  value,  he  can  not  aflford 
to  ship  them;  because  the  hide  was  the  most  valuable  by-product. 

Eepresentative  Ten  Etck.  Do  they  do  much  business  in  cattle  at 
20  months? 

Mr.  Cowan.  You  mean  to  fatten  ? 

Eepresentative  Ten  Etck.  Yes. 

Mr.  Cowman.  Oh,  yes;  it  depends  upon  a  man's  business  and  the 
condition  of  his  ranch.  If  he  has  a  crowded  condition  on  his  ranch 
he  will  get  rid  of  them  and  they  will  so  on  grass.  Not  all  the 
cattle  that  are  shipped  as  feeders  go  on  reed ;  some  of  them  go  on 
grass.  At  Kansas  City  they  have  shipped  out  as  high  as  20  to  35 
per  cent  of  all  the  cattle  sold  there  to  go  on  grass,  and  at  Fort  Worth 
it  is  as  high  as  40  per  cent,  and  at  Chicago  20  to  30  per  cent  at 
times  dependent  on  conditions. 

Eepresentative  Ten  Etck.  Somewhere  I  have  heard  or  read  that 
a  great  deal  of  business  was  done  in  taking  cattle  off  the  range^ 
and  keeping  them  for  six  months  to  fatten  on  grain. 

Mr.  Cowan.  There  is  absolutely  no  custom  about  that.  Some 
individual  may  conduct  his  business  that  way,  but  there  is  no  custom 
about  that. 

Eepresentative  Ten  Etck.  Why  I  ask  that  is  this:  There  has 
been  a  compilation  of  costs,  in  five  different  States  in  the  Union  that 
represented  quite  a  number  of  thousands  of  cattle,  and  they  appeared 
to  be  about  the  age  that  these  cattle  were  purchased,  and  about  the 
length  of  time,  six  months,  for  fattening,  some  on  alfalfa  and  some 
on  grain,  and  the  average  weight  of  those  cattle  ran  somewhere  in 
the  neighborhood  of  a  half  ton,  or  a  little  more. 

Mr.  CowEN.  That  would  be  about  right,  but  I  suppose  they  had 
to  take  some  uniform  standard  on  which  the  business  is  based.  Mr. 
Mercer  is  a  cattleman,  and  he  will  tell  you  all  about  that. 

Eepresentative  Ten  Etck.  I  understood  you  to  say  five  or  six 
years 

Mr.  Cowan  (interposing).  They  don't  keep  them  that  long,  except 
by  accident.  Oftentimes  steers  will  be  marketed  at  5  years  old,  but 
the  Kansas  steers  will  come  in,  usually,  in  four  years.  Mr.  Mercer 
can  tell  you  all  about  that,  he  was  raised  with  cattle,  as  he  appears. 

Eepresentative  Ten  Etck.  Can  you  tell  us  about  what  the  cost  is 
of  raising  these  cattle  for  market,  per  hundred? 

Mr.  Cowan.  Per  hundred  ? 

Eepresentative  Ten  Etck.  Have  you  any  idea  about  that? 

Mr.  Cowan.  I  would  not  attempt  to  answer  that  question,  because 
I  would  take  too  long  a  time  to  go  into  the  details  of  the  matter. 
It  is  estimated,  of  course,  according  to  circumstances  and  conditions. 

Eepresentative  Ten  Etck.  Could  you  estimate  that? 

Mr.  Cowan.  There  is  no  such  thing  as  raising  a  particular  steer 
until  he  gets  to  be  marketable.  There  are  cases,  of  course,  where 
circumstances  and  conditions  will  arise,  but  then  the  other  fellow 
will  not  have  those  conditions  to  put  up  with.  It  depends  on  such 
a  variety  of  conditions.  Mr.  Mercer  can  explain  that  to  you,  because 
he  has  fattened  cattle  all  his  life,  and  run  with  them.  I  would 
rather  he  would  do  that,  because  I  do  not  want  to  cover  his  ground. 
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But  it  costs  more  than  the  5  cents  a  pound  that  they  do  get  for 
grass  cattle  in  Texas  to  raise  a  steer  under  the  cheapest  conditions. 

Representative  Ten  Eyck.  How  old  is  that  steer  that  you  are 
talking  ofi 

Mr.  Cowan.  A  little  over  4  years  old,  and  pretty  good  grass 
cattle. 

Representative  Ten  Eyck.  You  do  not  think  it  costs  more  than 
$5  a  hundred  to  raise  a  steer  to  3  years  old  ? 

Mr.  Cowan.  Oh,  yes,  it  will;  if  you  estimate  cost  as  other  people 
^imate  cost. 

Representative  Ten  Eyck.  That  is  what  I  am  getting  at;  you  say 
it  would  not  cost  over  5  cents  ? 

Mr.  CowEN.  It  depends  on  what  you  mean. 

Representative  Ten  Eyck.  Everything. 

Mr.  Cowan.  If  you  mean  everytning;  no  3-year-old  steer  could  be 
raised  for  5  cents. 

Representative  Ten  Eyck.  Would  it  cost  10  cents? 

Mr.  Cowan.  No  sir ;  not  under  ordinary  circumstances. 

Representative  Ten  Eyck.  You  don't  think  it  would  cost  10  cents 
to  raise  a  steer  to  26  months  old  ? 

Mr.  Cowan.  A  steer,  if  you  mean  a  steer  fattened  for  beef,  yes; 
probably  more  than  that;  but  if  you  are  talking  about  a  grass- fat 
steer,  it  will  not.  But  he  does  not  bring  as  much  on  the  market.  Of 
course,  there  is  a  great  detail  in  the  matter  of  handling  live  stock,  and 
what  it  would  cost  to  produce  live  stock,  and  the  sort  you  are  mar- 
keting. 

Representative  Ten  Eyck.  Of  course,  we  have  to  know  the  cost 
before  we  know  how  much  the  fellow  lost  at  the  time  he  sold. 

Mr.  Cowan.  If  you  let  him  tell  it,  he  will  be  apt  to  tell  how  much 
be  lost.  But  you  can't  figure  how  much  it  cost  the  fellow  in  losses. 
It  has  been  enormous.    There  is  no  question  about  that. 

Now,  coming  to  the  question  of  transportation,  I  want  to  point 
out  to  you  gentlemen  and  I  hope  this  commission  will  make  some 
tecommendations  on  this  all-imjK)rtant  subject.  I  say  all  important, 
because  it  goes  to  the  whole  question  here.  Wherever  it  cost  a  dollar 
for  freight  for  a  period  of  25  years  previous  to  the  war  and  for 
transportation  it  costs  now  $1.75,  as  near  as  I  can  estimate  it,  and  I 
can  ^imate  it  very  closely.  We  have  had  two  advances,  one  of  25 
per  cent  and  another  of  35  per  cent,  and  another  advance  in  the 
charges  for  feeding  and  bedding  the  cars  and  disinfecting  the  cars, 
and  so  on.   I  haveirt  got  the  time  to  go  into  detail  in  that. 

Representative  Ten  Eyck.  That  is  the  cost  of  the  four  shipments? 
Mr.  Cowan.  Yes.    And  the  producer  has  paid  the  bill;  where  he 
paid  a  dollar  before,  he  now  will  pay  $1.75. 
Representative  Ten  Eyck.  Per  hundred  ? 

Mr.  Cowan.  No;  no  matter  whether  it  is  per  hundred  or  how.  It 
was  a  dollar  before,  and  it  is  $1.75  now;  in  other  words,  it  is  an  in- 
crease of  76  per  cent. 

Representative  Ten  Eyck.  Does  that  cover  the  entire  turnover,  or 

the  four  toumovers  on  the  cattle  ? 

Mr.  Cowan.  That  applies  to  the  transportation.    If  you  ship  a 

trainload  of  cattle  from  Amarillo  to  Wyoming,  and  it  cost  $2,000  pre- 
viously, it  will  now  cost  you  an  increase  of  about  75  per  cent;  and  if 
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you  could  ship  a  trainload  of  cattle  from  Amarillo  to  Kansas  for 
|'1,000  before,  now  it  is  about  a  75  per  cent  increase.  And  then  when 
the  producer  moves  these  cattle  to  market,  as  he  will  later,  it  will 
cost  him  another  75  per  cent  more.  In  other  words,  the  entire 
transportation  costs  have  increased  75  per  cent. 

Now,  let  us  see  how  that  can  be  remedied.    By  the  act  of  Con- 

?:ress,  section  15  (a)  of  the  transportation  act,  there  is  a  provision 
or  the  Interstate  Commerce  Commission  in  the  first  place  to  value 
the  railroads  for  the  purpose  of  rate  making  and  to  so  adjust  the 
rates  as  to  give  5  J  per  cent  to  the  roads  on  the  aggregate  of  the  roads 
in  a  certain  group. 

In  our  country  the  group  extends  from  the  Mississippi  to  the 
Rocky  Mountain  region  and  from  Canada  to  the  Gulf  and  the  Rio 
Grande.  That  is  the  largest  and  most  important  group,  because  of 
the  vast  territory  and  the  vast  proportion  of  cattle,  hogs,  and  other 
live  stock  there  is  in  that  territory.  That  is  called  the  western  group. 
They  increased  the  rates  35  per  cent  in  that  group  to  accomplisn  that 
purpose.  The  Rocky  Mountain  and  the  Pacific  group  lies  west  of 
the  Rocky  Mountains,  speaking  roughly,  and  they  increased  the  rates 
25  per  cent  there.  The  territory  east  of  the  Mississippi  River,  they 
increased  the  rates  40  per  cent.  The  Railroad  Administration  had 
increased  those  rates  25  per  cent  previously.  That  is  for  the  pur 
pose  of  carrying  out  an  arbitrary  rule  made  for  the  Interstate  (Jom- 
merce  Commission  to  follow. 

Now,  they  fixed  a  value  of  $60,000  a  mile  in  the  Western  group  on 
132,000  miles  of  railroads,  first  class.  If  you  were  to  repeal  every 
law  on  the  statute  books ;  every  regulating  rule,  and  all  the  statutes 
and  turn  the  railroads  loose  and  say,  gentlemen,  make  all  you  can, 
they  can't  make  3  per  cent  on  $60,000  a  mile,  because  the  business  of 
this  country  can  not  stand  it.  The  hay  crop  was  nearly  lost — it  is 
lost;  almost  two  crops  of  hay  have  been  cut  in  Kansas,  and  can  not 
be  moved;  but  it  had  to  be  cut,  and  they  can  not  afford  to  pay  the 
freight  to  ship  it.  I  am  a  profiteer;  I  have  a  farm  which  almost 
adjoins  the  city  limits  of  Fort  Worth.  And  I  sell  baled  hay,  and 
short  weight  at  that — it  is  supposed  to  have  50  pounds  when  it  is 
baled,  but  bv  the  time  the  sun  shines  on  it  a  little  while  it  is  about 
47  pounds.  1  can  sell  that  hay  at  a  big  price,  because  they  can't  ship 
in  the  hay  from  Oklahoma  that  ought  to  come  in  because  the  freight 
.  alone  is  about  $10.50  a  ton.  Why  can  I  sell  my  hay  at  a  higher  price? 
Because  the  people  do  not  have  access  to  the  market  for  hay,  because 
the  hay  men  can  not  ship  their  hay.  The  rates  are  too  high,  and  they 
can  not  afford  to  ship  it.  That  is  the  result  of  making  up  these 
figures,  and  that  is  what  it  means. 

Now,  that  law  ought  to  be  repealed,  whether  the  Interstate  Com- 
merce Commission  wants  it  repealed  or  not,  because  they  can  not  ex- 
ercise their  judgment  as  to  what  a  rate  ought  to  be  in  the  face  of  such 
a  rule  as  that. 

Representative  Ten  Eyck.  Can  you  raise  alfalfa  on  your  land? 

Mr.  Cowan.  No  ;  it  does  not  do  so  well  on  the  black  land  there  in 
Texas.  There  are  a  few  places  where  it  will  grow,  but  I  guess 
it  is  too  hot.  It  will  grow  some  on  the  limestone  land,  but  it  will 
not  do  as  well  as  it  does  in  the  lighter  soils  of  Kansas  and  farther 
north. 
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Bepresentative  Ten  Etck.  It  is  supposed  to  grow  well  on  lime- 
stone land. 

Mr.  CowAX.  It  won't  do  it  with  us.  Sometimes  you  get  a  crop 
started,  but  it  gets  spotted  in  a  year  or  two,  and  it  disappears  in 
about  the  third  year.  And  then  you  would  not  want  to  grow  it  any- 
how, because  you  can  grow  other  feedstuff s  so  much  better.  But  it 
does  grow  in  Texas  where  they  irrigate,  and  there  are  places  in  Texas 
where  they  do  not  irrigate  that  they  grow  it.  But  not  to  any  con- 
siderable extent.  It  does  not  do  so  well,  and  it  is  not  a  considerable 
crop  in  Texas. 

^ow,  going  again  to  what  ought  to  be  done.  The  Interstate  Com- 
merce CcMnmission  fixed  this  valuation  without  rhyme  or  reason. 

Now,  I  am  not  challenging  the  intelligence  nor  the  honesty  of  the 

commission,  but  I  do  chaDenge  their  judgment  when  they  fix  $60,000 

per  mile  as  the  value.    And  Uiey  do  not  fix  it  by  the  mile ;  it  is  fixed 

in  a  lump  sum  of  $8,100,000,000  for  the  western  district.     They 

took  a  number  of  the  roads,  the  lines  north  of  the  Illinois  River, 

and  took  them  out  of  the  35  per  cent  group,  although  they  never 

changed  the  valuation  figures  in  either  group  at  all.    Neither  did  they 

segregate  as  between  the  Mountain-Pacific  group  and  the  Western 

group,  as  to  how  much  value  there  was  in'the  one  or  the  other.    But 

taking  the  entire  district,  they  said,  If  you  add  25  per  cent  here 

and  35  per  cent  here  to  the  rat^  here  they  can  operate,  and  they  will 

make  so  much  money ;  but  they  did  not  do  it,  because  the  commission 

could  not  make  the  traffic.    The  first  item,  I  believe,  in  the  receipt 

for  cooking  a  rabbit  is  to  catch  the  rabbit. 

The  result  was  that  they  held  every  State  in  the  West — and  I  be- 
lieve every  State  in  the  Union — held  every  State  up  to  that  rule,  and 
declared  that  if  you  vary  one  jot  or  tittle  from  that  rule^  that  is  dis- 
crimination, ana  we  have  jurisdiction  over  discrimination,  and  we 
will,  therefore,  require  the  railroads  to  put  in  a  certain  advance  in 
percentage  on  the  State  rates,  the  same  as  we  do  on  the  interstate 
rates.  And  that,  notwithstanding  the  fact  that  the  first  section  of 
the  act  says  that  it  shall  not  apply  to  transportation  wholly  within  a 
State.  But  they  said  that  because  it  would  show  discrimination,  it 
was  to  apply.  It  was  like  the  doctor  who  said,  "  I  am  not  much  of 
a  doctor  for  this  case,  but  if  you  have  anything  that  will  throw  this 
man  into  fits.  I  am  hell  on  fite." 

Now,  gentlemen,  we  have  to  live  under  a  Government  that,  in- 
stead of  protecting  the  people,  is  punishing  the  people.  And  it  has 
taken  away  from  every  Western-  State  the  right  to  fix  rates  within 
the  State  on  sand  and  gravel  that  moves  within  the  State  for  the 
purpose  of  helping  to  make  the  public  roads.  And  now  they  have  to 
close-down  their  sand  and  gravel  beds,  because  they  can  not  afford  to 
move  it.  And  now  Mr.  Kruttschnitt  says  that  the  public  roads  are 
competing  with  the  railroads,  because  the  people  are  carrying  their 
goods  on  trucks  alongside  of  the  railroads.  I  heard  him  say  it.  And 
these  ships  that  carry  food  and  product  through  the  Panama  Canal, 
gentlemen,  the  shippers  are  making  contracts  on  the  Pacific  coast 
with  these  ships  to  carry  the  goods  for  them  through  the  Panama 
Canal.  And  let  me  telf  you  that  once  that  business  is  established 
there  that  the  railroads  will  not  get  it  back  again. 

That  is  what  is  happening  in  this  whole  vast  area  of  this  western 
country*  where  these  vast  resources  of  the  wealth  of  the  people  are 


Digiti 


ized  by  Google 


76  AGBICULTURAL  INQUIKY. 

that  would  produce  to  feed  the  people;  and  where  the  Government 
has  spent  a  hundred  or  two  hundred  million  dollars  in  the  develop- 
ment of  the  Reclamation  Service,  and  where  the  Government  owns 
land.  The  conditions  have  put  the  people  where  they  can  not  make 
their  living  upon  that  land,  and  the  money  is  wastecL  It  has  gone 
to  nothing. 

They  insist  on  keeping  these  rates  up  so  high  that  we  will  not 
move  the  traffic,  and  the  country  must  go  down,  therefore,  instead  of 
up.  And  they  must  go  down  with  it.  But  they  can  not  see  it.  They 
are  like  Paul,  who  once  thought  he  was  truly  serving  the  Lord  when 
he  was  persecuting  the  Christians ;  if  the  scales  could  only  fall  from 
the  eyes  of  Israel,  I  think  they  could  see. 

Representative  Mills.  How  do  you  account  for  the  fact  that  traffic 
moved  for  the  first  three  months  after  these  rates  went  into  effect? 

Mr.  Cowan.  Well,  I  haven't  exactly  admitted  it  was  a  fact.  I 
haven't  the  facts  before  me  as  to  how  the  traffic  did  move.  But  I 
can  say  this,  that  when  we  were  selling  hogs  at  16  cents ;  when  we 
were  selling  cattle  at  17  and  18  cents;  when  we  were  selling  cotton 
at  30  cents  a  pound ;  when  we  were  selling  corn  for  $1.75  a  bushel  it 
was  one  thing  to  move  traffic.  It  is  another  and  a  different  thing 
when  these  prices  are  reduced  to  prewar  prices.  And  as  prices  went 
down  and  the  war  business  faded  away,  the  traffic  ceased.  Of  course, 
there  is  a*  direct  relation  between  the  cost  of  transporting  the  thing 
and  the  value  that  you  get  out  of  it  at  the  other  end  of  the  line,  so 
that  to-day  you  can  not  ship  brick  long  distances. 

Mr.  Hoover  said  that  it  will  transpose  the  commercial  conditions 
in  this  country.  He  was  exactly  correct.  They  will  use  substitute 
for  the  real  thing;  they  wiU  use  lumber  that  they  can  get  nearby; 
they  will  use  brick  that  can  be  made  almost  anywhere  that  they 
establish  brickyards.  I  will  give  you  an  illustration  of  that.  When 
the  rates  were  raised  to  Texas  points  from  St.  Louis  5  cents  per 
hundred — and  it  was  fought  out  before  the  Interstate  Commerce 
Commission — one  of  the  parties  that  owned  a  brickyard  near  Caronde- 
let  near  St.  Louis  stated  that  he  had  shipped  500  cars  a  year  over 
the  Iron  Mountain  road.  After  this  rate  went  into  effect,  he  could 
not  ship  any  at  all.  Just  about  that  time  they  established  a  brick- 
yard at  Texarkana,  and  the  people  used  the  brick,  and  the  man  who 
owned  the  brickyard  at  Carondelet  lost  out,  and  the  Iron  Mountain 
is  out  of  the  business,  and  St.  Louis  gets  nothing  out  of  it. 

We  have  passed  through  a  history  of  prosperity  unexampled, 
which  was  shared  by  the  railroads  and  everybody  else.  Now,  we 
can  return  to  that.  The  railroads  would  have  more  business  than 
they  could  handle  if  the  Congress  would  put  the  rates  back  to  where 
they  were  when  the  Government  took  them  over. 

Representative  Ten  Etck.  But  what  would  happen  if  the  railroads 
could  not  do  it  and  if  they  crumpled  and  went  out  of  business  ? 

Mr.  Co  WAN.  That  is  exactly  what  is  going  to  happen. 

Representative  Ten  Eyck.  What  would  happen  in  that  case? 

Mr.  Cowan.  You  might  as  well  ask  me  where  I  will  go  when  I  die. 
I  don't  know  where  I  am  going.  In  that  case  the  Government  would 
have  to  afford  transportation. 

Representative  Ten  Eyck.  Would  not  the  same  thing  happen  as 
would  happen  to  the  farmer  if  he  can  not  earn  enough  to  pay  him  to 
run  his  farm? 
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Mr.  Cowan.  He  would  certainly  pass  out  of  the  business.  You 
have  got  to  have  a  policy  to  run  these  roads,  and  you  can  not  repeal 
the  law  of  supply  and  demand.  I  think  what  Congress  ought  to 
do — this,  gentlemen,  and  this  is  the  result  of  a  great  deal  of  thought 
upon  the  subject— it  may  be  poor  thought,  but  it  is  my  thought,  after 
having  had,  1  think  about  as  complete  knowledge  of  the  subject  as 
any  of  my  fellows — ^I  think  Congress  ought  to  provide  for  a  method 
of  reducing  these  rates  to  the  prewar  period;  and  I  think  Congress 
must  and  will — of  course,  everybody  will  jump  on  me  for  saying 
this,  but  if  you  can  see  any  other  way  out  of  it  let  somebody  name 
it;  he  has  not  named  it  yet.  There  isn't  a  man  in  this  Capitol  who 
has  named  it  yet.  The  Government  will  have  to  provide  assistance 
to  the  railroads,  so  that  it  will  help  to  avoid  what  you  spoke  of, 
Mr.  Ten  Eyck,  the  crumbling  of  the  roads  in  the  meantime.  It  was 
an  unpopular  thing  to  do:  that  is  true.  Most  men  hate  to  say  a 
thing  that  is  unpopular,  but  it  is  the  man  who  will  stand  in  the 
face  of  the  howling  mob  that  will  bring  law  and  order  at  last.  So 
that  YOU  will  have  to  provide  assistance,  and  lots  of  assistance,  to 
the  railroads  in  order  that  they  may  survive  and  function  while 
they  are  reaching  the  point  of  going  back  to  these  prewar  rates, 
where,  by  the  judgment  and  experience  of  all  men  in  this  country, 
we  were  on  a  fairly  prosperous  basis,  and  then  we  will  have  a  reason- 
able and  fair  condition  of  rates. 

You  asked  me  how  we  can  do  it.  Of  course,  you  have  not  asked 
me;  I  am  putting  that  question  to  myself.  But  if  you  do  ask  me, 
I  must  answer  you  that  1  do  not  believe  there  is  a  man  in  Congress 
who  will  introduce  a  bill  that  provides  for  giving  the  railroads — 
affording  to  them  the  necessary  assistance  to  do  that.  And  that 
assistance  consists  of  this:  To  guarantee  the  payment  of  the  fixed 
charges.  That  is  to  say,  the  difference  between  what  they  earn  to 
pay  the  fixed  charges  and  what  the  charges  actually  are.  To  fix  that 
as  a  loan  against  the  railroads — an  additional  loan,  to  be  repaid  on 
the  amortization  plan  over  a  period  of  years,  after  and  only  after 
the  railroads  shall  have  earned  more  than  a  certain  per  cent  in  their 
business.  And  coupled  with  that  the  provision  that  in  consideration 
of  this  assistance  the  rates  shall  be  reduced  to  the  tariffs  in  effect 
'^hen  the  roads  were  taken  over  by  the  Government  and  subject  to  regu- 
lation by  the  Interstate  Commerce  Commission,  the  same  as  they  then 
were.  Now,  you  can  study  over  it  and  you  can  try  to  find  somebody 
that  will  iron  this  out  otherwise,  and  you  will  not  find  him.  You 
can  do  that  and  afford  these  railix)ads  the  opportunity  of  keeping 
out  of  the  hands  of  receivers ;  certainly,  as  they  are  going  now,  if  they 
go  ahead  on  the  same  lines,  many  will  go  into  the  hands  of  receivers. 

I  have  before  me,  and  will  file  to  be  printed,  if  you  will  permit,  a 
table  of  earnings  and  expenses  of  roads  by  regions  for  five  months. 
[Exhibit  A.  inserted  at  end  of  testimony.] 

I  have  recently  been  over  the  statements  of  the  Interstate  Com- 
merce Commission:  I  have  been  all  through  them  recently  as  to 
the  f rei^t,  as  to  tne  earnings,  and  so  on,  for  the  western  aistrict ; 
and,  taking  the  individual  rates — and  that  is  the  only  way  you  can 
consider  them,  the  individual  statements — and  taking  tho»B  state- 
ments, there  are  very  few  roads  that  are  operated  on  a  basis  that  is 
paying  upon  the  valuation  which  they  carry  as  to  the  amount  invested 
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in  property  more  than  3  per  cent,  and  upon  the  basis  of  their  capi- 
tahzation,  which  is  considerably  less  in  many  instances,  more  than 
4  per  cent :  and  I  believe  very  few  are  operating  on  a  basis  to  pay 
their  interest  charges.  Many  are  operating  in  the  red;  and  in  the 
State  of  Wisconsin,  for  example,  I  saw  in  the  statement  of  the  tax 
commission  there  that  the  St.  Paul  and  Northwestern  were  both 
operating  in  the  red.  I  forget  the  figures,  but  it  runs  in  my  mind 
one  of  them  something  more  than  ^,000,000  and  one  more  than 
$4,000,000.  And  they  must  continue  that  on  the  present  rates.  I  have 
just  been  up  there  nshing,  as  my  color  would  mdicate.  They  have 
rates  up  there  on  lumber,  but  they  can  not  move  it;  they  have  logs 
at  the  tracks,  but  it  costs  $7.50  a  thousand  to  move  them  to  the  firet 
sawmill  and  they  can  not  afford  to  move  them.  And  their  potatoes 
they  were  told  to  keep,  as  they  would  be  higher,  but  they  were  never 
higher,  and  they  froze  in  the  ground.  They  are  cleariujg  some  land 
up  there,  and  it  will  be  a  good  farming  country,  and  it  is  a  great 
dairv  country.  But  what  can  they  do  ?  There  is  no  business.  And 
the  bad  showing  of  the  Chicago  &  North  Western,  which  has  always 
made  such  a  good  showing,  is  that  in  the  St^te  of  Wisconsin, 
where  they  have  the  iron  mines,  they  can  not  ship,  because  of  the 
rates,  and  the  road  makes  a  bad  showing.  And  they  run  their  pas- 
senger trains  to-day,  with  the  high  passenger  fares,  I  expect,  at  a  loss. 

And  so  all  along^  the  line.  The  North  Western  can  not  pull  out 
on  the  traffic  out  of  lowa  and  North  and  South  Dakota  and  Minnesota. 
They  will  have  to  get  relief  somewhere.  The  Milwaukee  &  St.  Paul^ 
of  course,  went  through  an  administration  of  high  financing  con- 
ceived by  the  idea  of  building  a  railroad  where  none  was  needed- 
building  a  railroad  where  it  can  not,  in  many  years,  develop  enough 
traffic  to  support  the  road.  How  can  it  be  expected?  The  country 
can  not  support  it;  it  can  not  produce  sufficiently  for  years  to  sup- 
port it. 

Now,  I  say  that  bad  judgment  has  visited  this  section  16(a)  upon 
the  backs  of  the  farmers  of  this  country.  No  such  crime  has  ever 
been  written  on  the  statute  books  of  this  country.  I  speak  that 
advisedly.  I  sav  that  no  such  crime  has  ever  before  been  written  upon 
the  statute  books  of  this  country  as  to  levy  against  the  shippers  a 
tax  of  5^  per  cent  on  the  ag^egate  value  of  the  railroads  in  these 
groups,  fixed  at  $60,000  a  mile.  It  might  as  well  have  been  fixed 
at  $80,000.    There  is  no  evidence  in  support  of  either. 

I  want  to  file  here  for  the  puruose  of  your  hearing  a  brief  which 
should  be  printed.  And  I  hope  Mr.  Sumners — and  1  speak  of  him 
because  I  know  he  is  familiar  with  it  and  has  a  knowledge  of  our 
situation — will  read  it.  I  want  to  furnish  a  brief  prepared  by  my- 
self and  the  attorney  general  of  the  State  of  Texas,  Mr.  Cureton,  and 
Mr.  Bruce  W.  Bryant,  assistant  attorney  general  of  the  State  of 
Texas,  and  Mr.  S.  C.  Kowe  and  Mr.  Paul  Peyser,  special  counsel, 
attorneys  for  the  Eailroad  Commission  of  Texas  in  a  case  brought 
before  the  Interstate  Commerce  Commission  to  have  that  tribunal 
declare  that  they  had  jurisdiction  to  require  the  railroads  in  Texas 
to  charge  the  same  percentage  of  advance  on  the  rates  in  Texas  which 
the  Interstate  Commerce  Commission  had  fixed  for  the  western 
group,  and  which  were  added  to  a  25  per  cent  rate  fixed  by  the  director 
general,  because  they  found  in  ex  parte  74  that  in  the  western  group. 
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of  which  Texas  is  a  part,  it  would  require  35  per  cent  advance  to 
produce  an  aggregate  net  return  of  64  per  cent  plus  i  per  cent  for  pur- 
chase of  equipment  and  makinp  improvements. 

In  this  brief,  gentlemen,  we  have  pointed  out  and  demonstrated  by 
the  undisputed  testimony  introduced  before  the  examiner  of  the  com- 
mission that  the  railroads  in  Texas  were  valued  by  the  engineers  of 
the  railroad  commission,  inventoried  and  valued ;  that  to  that  value 
had  been  added  by  the  Texas  commission  what  betterments  had  been 
reported  to  the  commission.  There  were  3,900  miles  of  road;  if  I 
am  mistaken  in  the  figures,  I  viH  be  corrected  by  the  brief.  They 
were  all  valued  in  the  same  manner  precisely,  and  they  did  that  on 
3,900  miles  of  railroad,  to  wit,  on  the  Texas  &  Pacific  system,  on  the 
Bock  Island  within  the  State,  and  on  the  Gulf  Coast  Line,  Trinity  & 
Brazos  Valley,  and  on  the  Texas  Midland,  which,  as  Mr.  Sumners 
will  know,  are  fairly  representative ;  and  that  the  value  fixed  by  the 
Texas  conmiissioners  was  greater  than  the  value  fixed  by  the  Inter- 
state Conunerce  Conmiission  engineers ;  and  that  that  value  runs  up 
only  to  about  $33,000  a  mile.  The  figures  will  show  that  the  Texas 
commission  allowed  33^  per  cent  advance,  instead  of  35  per  cent ;  and 
(bit  that  would  pay  more  than  6  per  cent  on  the  valuation  as  traffic 
then  existed.  The  Interstate  Commerce  Commission  never  mentioned 
the  value  of  the  railroads  in  Texas.  They  did  not  fix  it  in  ex  parte  74 
just  because  they  had  made,  under  section  15(a),  a  general  rule  of 
the  fixing  of  rates  in  this  vast  territory  that  I  have  described  as  the 
western  group,  and  then  said  Texas  must  advance  its  rates  35  per 
cent  on  that  basis,  and  does  not  value  the  railroads  for  that  purpose 
in  Texas,  But  they  said  there  would  be  a  discrimination,  and  so 
they  advanced  the  rates  35  per  cent  in  Texas.  Whereupon  the  rail- 
roads went  to  the  Federal  court  and  asked  for  an  injunction,  and 
to-day  Texas  is  operating  its  16,000  miles  of  railroad  under  a  tempo- 
rary restraining  order  just  because  the  Interstate  Commerce  Com- 
mission, under  section  15(a),  advanced  the  rate  35  per  cent  and  abol- 
ished thereby  the  State's  power.  If  you  will  examine  that  brief,  I 
think  you  will  come  to  the  same  conclusion  I  did. 

Now,  I  will  take  the  case  of  a  shipment  of  sheep  from  Eock 
Springs,  Wyo.,  to  Chicago;  a  man  has  2,000  head  of  sheep,  and  he 
ships  them,  and  pays  all  the  expenses  and  charges,  and  they  net  him 
the  pitiful  sura  of  32  cents  per  head,  and,  of  course,  he  went  out  of 
the  sheep  business.  He  shipped  them  over  the  Union  Pacific  Rail- 
road, which  was  earning  all  sorts  of  money,  but  he  had  to  ship  upon 
the  rate  established^  and  that  rate  could  not  be  reduced,  and  they  had 
DO  right  to  reduce  it,  because  it  is  a  part  of  the  rates  in  that  group, 
and  the  group  must  earn  5J  per  cent.  It  amazes  me  that  men  of 
intelligence  could  have  ever  subscribed  to  such  a  proposition,  had 
they  thought  of  the  result.  I  do  not  think  the  Senate  committee  has 
considered  the  matter  of  a  repeal  of  that  section.  I  think  the  farmers 
of  this  country  require,  at  the  hands  of  this  commission,  a  recom- 
niendation  upon  that  subject. 

Now,  let  me  show  you  further:  The  farmer  ships  all  of  his  stuff, 
his  cotton,  his  corn,  his  oats,  and  live  stock  to  a  market  that  is  an 
open  market,  and  he  sells  at  what  he  can  get,  and  he  can  not  help 
himself;  he  can  not  name  his  price;  he  does  not  do  it  and  has  not 
done  it.  to  say  the  least  of  it.    They  deduct  from  his  account  after 
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sales  the  freight,  and  the  other  charges,  all  the  advance  charges,  and 
for  all  transportation,  and  he  pays  all  of  it,  and  his  money,  which 
he  receives,  is  reduced  by  that  amount.  And  when  he  ships  his 
agricultural  implements  from  South  Bend  to  Des  Moines,  or  Minne- 
apolis, or  Fort  Worth,  or  Denver,  or  Salt  Lake  City,  or  anywhere 
else,  he  buys  it  at  the  price  at  South  Bend,  and  the  freight  is  added 
to  tne  amount.  And  the  man  that  ships  from  Moline,  111.,  or  Pekin, 
111-,  or  any  other  place,  pays  the  same  price  at  the  factory,  and  the 
freight  is  added,  rf early  everything  that  is  manufactured  is  shipped 
that  way.  When  he  ships  barbed  wire  it  is  billed  f .  o.  b.  Pittsburgh, 
although  it  may  be  manufactured,  and  most  or  a  lot  of  it  is  manu- 
factured at  Joliet :  but  it  is  shipped  f.  o.  b.  Pittsburgh.  And  so  with 
everything  else.  Take  the  farmer,  when  he  ships  his  wagon — when 
he  buys  a  wagon,  it  comes  with  the  freight  charges  on  it.  When  he 
buys  binder  twine,  it  comes  that  way;  when  he  buys  his  bagging 
and  ties  for  his  cotton,  it  comes  that  way. 

I  have  witnessed,  and  Mr.  Mercer  has,  before  the  Interstate  Com- 
merce Commission,  when  ex  parte  74  was  being  heard,  letters  from 
association  after  association  in  Chicago  and  St.  Louis  and  else- 
where— and  I  suppose  there  were  produced  not  less  than  a  million 
letters  of  that  sort  in  Washington,  and  they  are  to-day  a  part  of  the 
files  of  the  Interstate  Conmierce  Commission,  saymg  grant  the 
increase;  what  we  want  is  service.  And  there  have  been  not  less 
than  5,000  men,  in  my  opinion,  who  have  paraded  in  this  country 
circulating  that  expression  that  has  been  repeated  a  million  timesj 
"What  we  want  is  service."  I  heard  it  everywhere;  in  the  Inter- 
state Commerce  Commission  office,  and  in  the  examiners'  offices,  and 
everywhere.  And  they  testified  before  the  commission,  and  one 
fellow  who  represented  a  national  association  said,  "What  we  are 
afraid  of  is  that  you  wont  give  them  enough ;  give  them  what  they 
ask  for."  And  they  did  it.  I  said  in  my  argument  then,  "  When] 
you  do  that  you  will  write  the  epitaph  of  the  private  ownership  of 
railroads."  They  have  done  it.  So  they  are  in  that  condition 
to-day  that  they  can  be  put  in  the  hands  ol  receivers. 

So  I  say  the  farmers  are  paying  this  advanced  rate  at  both  ends 
of  the  line.  I  have  here,  but  I  nave  not  time  to  refer  to  it,  the 
matter  about  the  classified  tonnage.  And  by  going  over  this  classi- 
fied tonnage  you  will  find  this  great  army  or  peopS  who  were  advo- 
cating these  increased  costs  all  the  time  are  the  people  who  do  not 
have  to  pay  it.  They  belong  to  the  great  organization  of  men  who 
pass  the  buck;  they  can  pass  it  up.  The  farmer  can  not  do  that. 
So  he  has  been  charged  double  the  amount  of  freight  on  everything 
he  ships  out  and  on  everything  that  he  ships  in  to  himself.  I  say 
that  ought  to  be  repealed.  He  has  the  right  to  a  reasonable  rate. 
He  has  the  right  to  the  judgment  of  the  commission  on  the  evidence 
whether  it  is  reasonable  or  not.  It  should  not  be  declared  by  an  ar- 
bitrary rule.  There  is  no  foundation  in  justice  or  reason  anywhere 
in  saying  that  because  in  this  group  it  takes  35  per  cent,  therefore 
the  Texas  lines  and  the  Texas  people  should  add  35  per  cent  increase 
of  their  rates  if  it  was  not  re(iuired  there. 

That  brings  me  to  the  point  of  valuation,  and  then  I  am  going 
to  conclude  for  the  present.  I  guess  you  wish  I  would  conclude  for- 
ever.   But  there  is  the  subject  of  valuation.    I  do  not  bear  in  mind 
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the  many  millions  of  dollars  that  have  been  expended  by  the  division 
of  Taluation  of  the  Interstate  Commerce  Commission.  But  many 
millions  of  dollars  have  been  expended.  I  say,  when  the  engineers 
Iia?e  mide  this  valuation  and  tentatively  reported  an  inventory  of 
the  property  as  then  made  up  and  returned,  and  it  has  been  submitted 
to  the  governors  of  the  States  and  the  railroads,  that  ipso  facto,  upon 
the  coming  in  of  that  report,  it  should  be  made  the  maximum  valua- 
tion until  it  is  set  aside  by  law,  or  chan^d,  so  that  you  will  get 
something  practical  out  of  this,  instead  oi  the  Interstate  Commerce 
C(«nmission  throwing  it  in  the  waste  basket.  Thej  said  they  con- 
sidered it,  but  they  did  not  adopt  it,  because  there  is  the  Texas  case 
that  proves  it.  I  sav,  if  you  get  any  advantage  whatever  out  of  these 
millions  expended  K>r  this  valuation  of  the  railroad  properties,  it  is 
vhen  Congress  ma^es  it  a  law,  to  make  it  prime  facie  the  value  to  be 
followed,  until  it  is  changed,  or  the  contrary  be  made  to  appear.  I 
do  not  ask  that  it  be  made  more  than  the  prima  f  kcie  value.  But  it 
^uld  be  taken  prima  facie  as  the  value  until  in  due  process  it  is 
set  aside.  There  is  no  man  among  you  that  supp>oses  that  $60,000 
&  mUe  for  the  railroads  of  the  West  should  be  taken  as  the  value, 
andpay  interest  upon  that. 

When  they  talk  about  the  farmers,  they  picture  before  you  a  nice 
cottage;  they  see  vines  winding  around  the  porch  posts;  they  see  the 
Umbs  gamboling  upon  the  green ;  they  see  the  housemaid  dressed  in 
her  nice  gingham  dress  going  to  the  spring  house  to  get  water :  they 
see  these  beautiful  scenes  when  they  talk  about  the  farmer.  But  1 
am  telling  you  that  the  man  who  comes  in  from  his  field,  after  work- 
ing all  day,  and  takes  his  ax  on  his  shoulder  and  chops  wood  for  his 
^ijfe  to  make  a  fire,  after  she  has  been  sick  all  day,  perhaps,  and  cook 
his  frugal  meal,  and  the  next  day  he  does  not  know  wnere  he  can 
get  the  money  to  buy  her  a  pair  of  shoes,  that  is  the  situation  of  the 
thousands  of  farmers  of  Texas  and  throughout  this  country.  You 
an  look  around  Washington.  You  can  never  find  the  conditions 
here.  The  only  way  you  can  find  out  is  by  taking  a  look.  If  I  were 
on  this  commission,  1  would  not  stop  this  investigation  until  I  saw 
into  the  households  of  this  country  throughout  the  West,  and  find 
OQt  what  the  people  are  suffering  from  the  situation  as  it  exists  to- 
day, controlled,  as  I  believe  it  is,  by  the  great  interests  in  New  York. 

And  you  are  breeding  trouble  just  as  rast  as  it  can  be  bred  by  the 
failure  to  do  something  to  relieve  these  people  in  their  distress,  when 
their  Ubor  is  reaping  no  reward,  when  they  see  no  hope  of  its  doing  it. 

Gentlemen,  I  think  it  rests  on  this  commission  to  hold  hearings 
where  the  people  can  get  to  it. 

In  the  hearing  on  ex  parte  74,  this  great  hearing  room  was  filled 
with  men,  many  of  whom  perhaps  were  drawing  $50,000  a  year, 
witoessing  what  was  going  on.  There  were  a  few  pitiful  repre- 
^ntatives  of  the  live-stock  and  agricultural  people  there  that  barely 
opeiwd  their  mouths.  Some  of  the  witnesses  who  testified  the  com- 
^^on  scarcely  mentioned  their  evidence.  There  were  three  or 
four  witnesses  for  the  live-stock  interests.  There  were  few  for  the 
<^itrus  .fruit  growers,  and  some  from  Florida.  And  there  were  sev- 
eral State  commissions  who  raised  their  small  voices  to  make  sug- 
gestions, but  they  were  afraid  they  were  going  to  be  cut  off.  But 
they  might  just  as  well  have  made  the  fight  from  the  shoulder,  and 
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that  is  the  way  I  am  going  to  fight.  I  do  not  bdieve  in  raising  the 
yellow  flag.  1  believe  in  fighting  from  the  shoulder.  I  will  have 
the  red  flag  up  until  they  roll  the  dirt  on  my  trench. 

I  tell  you,  you  have  ^ot  to  take  hold  of  these  things  and  make  an 
investigation.  The  railroads  have  had  the  greatest  return — ^the 
greatest  return  ever  known  in  their  history.  Where  did  the  money 
wo  ?  Has  anybody  kept  tab  on  it ;  any  State  commission  or  anybody 
m  the  Interstate  Commerce  Commission,  or  any  representative  of 
any  committee  in  Congress?  I  think  it  is  somebody's  duty  to  make 
an  examination  and  find  out  where  the  money  went.  Have  you  seen 
any  report  of  it?  But  when  the  investigation  began  before  the 
Interstate  Commerce  Committee  of  the  Senate,  then  came  these 
railroads  and  presented  figures  and  figures  and  figures  to  show 
what  they  did  and  what  they  had  spent  the  money  for.  And  I  will 
say  I  will  admit  they  did  spend  it  for  that,  but  those  accounts  shovi 
for  labor,  for  salary,  and  tnen  you  will  always  find  they  add  "  and 
other  expenses."     Look  at  the  items,  gentlemen. 

Go  to  the  Interstate  Commerce  Commission  office  and  get  the 
annual  reports  of  the  railroads  and  look  them  over,  and  you  will 
find  always  that  item  "  and  other  expenses."  They  have  their  insti- 
tution down  here  known  as  the  board  of  railroad  economics,  and 
they  worked  for  two  months,  and  worked  overtime,  to  get  these 
figures  to  present  down  there.  All  that  expense  was  paid  by  you 
and  the  shippers,  and  the  expense  to  support  these  gentlemen  at  the 
big  and  expensive  hotels  here  was  paid  by  you  and  the  others.  But 
nobody  knows  where  the  money  went.  I  am  simply  stating  to  you 
the  facts,  and  if  you  do  not  believe  it,  go  out  and  look  it  up.  I  sayl 
nobody  has  checked  it  up.  Nobody  has  been  sent  out  to  check  it  up. 
There  has  been  no  organization.  And  when  the  Government  of  the 
United  States  is  paying  out — I  don't  know  how  much — ^but  some 
billions  of  dollars,  and  is  asked  now  to  pav  some  himdreds  of  mil- 
lions of  dollars  for  the  inefficiency  of  labor  and  the  like.  Who 
caused  the  inefficiency  of  labor?  The  same  men  all  the  way  through^ 
The  same  men  pull  the  tricks  all  the  way  through. 

There  is  no  one  to  check  it.  It  is  a  pitiable  state  that  we  are  in. 
It  is  a  pity  that  in  the  United  States  of  America  there  is  no  place 
to  which  you  can  resort  to-day  to  find  what  actually  happened  to  the 
monev,  whether  it  was  judiciously  spent  or  not,  any  more  than  with 
the  Shipping  Board  or  the  Aviation  Service.  Just  think  of  it, 
Think  of  the  situation  we  are  in  to-day  on  that  account.  We  have 
got  to  return  to  these  previous  conditions,  gentlemen.  And  you  can 
do  it.  You  have  got  to  help  the  railroads  do  it  You  will  nave  to 
help  them. 

But  when  you  do  that  you  must  have  a  supervision  over  that  help^ 
You  must  see  what  they  do  with  that  money.  And  instead  of  a  large 
expense  accountj  having  large  expenditures  for  the  purpose  of  keep- 
ing accounts  which  furnish  wie  great  bond  markets  and  stock  markets 
and  other  places  of  the  country  with  the  information  on  the  finances 
of  the  railroads,  find  out  what  is  being  actually  done.  It  is  worth 
your  while,  gentlemen.  It  is  worth  the  people's  while.  And  ulti- 
mately it  must  be  done,  and  these  things  must  take  place.  This 
method  or  some  such  method  must  be  resorted  to  or  the  Government 
of  the  United  States  will  have  to  own  the  railroads  or  we  will  havi 
to  do  without  transportation. 
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Beferring  to  the  matter  of  inelEciency  and  the  matter  of  the 
employment  of  so  many  extra  men,  I  think  every  one  of  you  know 
of  particular  instances,  and  everybody  in  the  United  States  knows 
it  In  that  connection  I  will  refer  to  a  little  story  illustrating  that 
point. 

A  man  came  into  Houston,  Tex.,  and  he  met  a  master  mechanic 
there  that  he  knew,  who  asked  him  what  he  was  doing.  He  said 
he  wasn't  doing  anything.  The  master  mechanic  said  to  him,  Do 
you  want  a  job  1  "  Yes ;  sure,"  he  said,  "  that  is  what  I  am  looking 
for."  "Well,"  the  master  mechanic  said  to  him,  "you  come  down 
to  the  machine  shop  to-day,  down  to  the  roundhouse,  and  I  will 
eiye  you  a  job."  This  man  said,  "  well,  I  am  not  a  mechanic." 
"Well,  that  doesn't  make  any  difference.  You  get  yourself  some 
OTcralls  and  a  hammer  and  an  oil  can  and  come  down  there."  So 
he  came  down  there,  and  when  he  arrived  the  master  mechanic  said 
tohim, "Xow,  you  go  around  with  this  hammer;  don't  bother  any- 
body; don't  say  anything  to  anybody,  but  when  you  see  something 
here  and  there  you  go  around  and  tap  on  it  and  listen.  Or  if  you 
see  a  place  that  can  be  oiled  you  put  a  little  oil  on  it.  It  doesn't 
mate  any  difference  whether  it  is  old  or  new  or  whether  it  needs  it 
or  not;  you  just  put  some  on.  And  then  you  report  in  your  time  at 
nirfit  and  you  will  be  paid  $8  a  day." 

Well,  Khout  3  o'clock  in  the  afternoon  this  man  came  back  to  the 
master  mechanic's  office,  and  he  said  "  I  am  going  to  quit  this  job. 
I  don't  want  this  thing.  I  went  on  there  as  you  told  me,  and  there 
has  been  a  son  of  a  gun  following  me  around  all  day ;  I  hit  him  on 
the  head  with  the  hammer,  and  I  quit ;  I  resign."  "  ^^""hy ,"  the  master 
mechanic  said,  "  you  fool,  that  was  your  helper.  Didn't  you  know 
that!" 

Now.  gentlemen,  where  have  been  three  men  employed  to  do  two 
men's  work,  and  it  has  been  so  throughout  this  country.  But  who 
bas  checked  it  up  ?  Who  has  tried  to  ftnd  it  out  ?  It  is  time  that  we 
go  to  the  bottom  of  this  proposition,  instead  of  felicitating  with  one 
another. 

When  the  railroad  presidents  came  here  and  laid  their  matters 
l^efore  the  country  it  was  to  shoulder  them  off,  to  shift  them  off,  and 
shift  them  onto  tne  Government.  The  Government  did  it.  And  the 
hearing  stopped  at  that  point  Now,  of  course,  the  hearings  will  go 
on  after  September.  I  am  mentioning  these  matters  so  insistently  to 
you  now  in  the  hope  that  you,  seeing  the  utter  ruin  and  destruction 
of  an  effort  to  continue  the  payment  of  enormous  freight  rates  which 
prevent  the  doing  of  business,  which  prevent  the  movement  of  traffic, 
and  which  is  reducing  many  communities  to  poverty,  will  make  some 
report  in  regard  to  it. 

I  wish  to  request  the  privilege  of  making  some  analyses  of  some 
^tistical  data  that  I  have  with  respect  to  the  comparative  commodity 
inovmients,  the  relative  earnings  oi  the  railroads,  which  I  have  gath- 
ered from  the  Interstate  Commerce  Commission,  and  the  amount  of 
live  stock  produced  from  the  Census  Bureau  and  from  the  Bureau 
of  ifarkets. 

The  Chaibman.  We  will  be  very  glad  to  have  that  data. 

Mr.  Cowan.  I  will  file  that  in  a  typewritten  statement  with  the 
<»mmittee,  so  that  you  may  print  it,  and  it  will  save  your  time,  if  you 
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will  permit  me  to  do  so,  and  it  will  be  in  better  form  than  I  could 
give  it  now. 

I  thank  the  commission  very  much  for  the  opportunity  you  have 
given  me  to  get  this  out  of  my  system. 


Revenue  traffic  statistics  of  Class  I  steam  roads  in  the  United  States,  including  mixed* 
train  service  (for  173  steam  roads,  switching  and  terminal  companies  not  incltukd)\ 
5  months  ended  with  May,  1921  and  1920, 

[Interstate  Cooamerce  Commission,  Bureau  of  Statistics.) 


Freight  revenue. 

Revenue  per  ton- 
mile. 

Passenger  revenue. 

Revenue  per  pw- 
senger-mile. 

1021 

1020 

1021 

1020 

1021 

1020 

1021 

1920 

165,040,515 
268,587,743 
350,842,350 
62,510,784 
204,071,468 
168,656,866 
263,040,032 
148,810,860 

$58,076,247 
240,661,001 
341,202,021 
60,244,350 
208,364,236 
101,000,172 
273,088,303 
142,024,821 

Cents. 
1.800 
1.238 
1.184 
.782 
L250 
1.320 
1.471 
1.471 

Cents. 
1.410 
.007 
.025 
.584 
.006 
.073 
1.077 
1.107 

$38,121,240 
60,038,242 

100,806,033 
11,011,051 
63,445,617 
51,733,646 
80,111,181 
41,370,408 

$34,082,405 
62,600,307 
06,080,865 
0,281,612 
64,410,062 
53,505,845 
80,750,476 
45,744,223 

Cents. 
2.726 
2.953 
2.963 
3.576 
3.407 
3.267 
3.352 
3.381 

Centi.^ 

1» 
2.44 
2.43 
2.80 
279 
2.77 
2.75 

1,542,370,517 

1,515,471,051 

1.277 

.074 

473, 737, 327 

457,322,005 

3.141 

2.« 

SUPPLEMENTARY. 


In  the  foregoing  argiiment  mention  was  made  at  different  places  of  statistical  dad 
to  be  submitted  herewith  as  a  part  of  my  statement.     I  therefore  submit  the  following 

First.  A  statement  issued  by  the  Bureau  of  the  Census  under  date  of  June  8,  1921] 
relative  to  the  slaughtering  and  meat-packing  industry  for  the  year  1919,  as  compare^ 
with  the  year  1914,  as  follows: 

A  preliminar\'  statement  of  the  1920  census  of  manufactures  has  been  prepared  bj 
the  Hureau  of  the  Census,  Department  of  Commerce,  furnishing  statistics  concerning 
the  slaughtering  and  meat-packing  industry  for  the  year  1919.  It  consists  of  a  stat^ 
ment  of  the  number  and  cost  of  animals  slaughtered,  and  the  quantities  and  valuel 
of  the  principal  products  manufactured  during  the  year  1919. 

The  figures  are  compiled  from  1,305  establishments  with  products  for  the  year  valued 
at  $4,246,290,000.  The  total  cost  of  raw  materials,  principally  live  stock,  was  $3,774. 
901.000,  or  88.8  per  cent  of  the  total  value  of  products. 

The  statistics  for  1919  and  1914  are  summarized  in  the  following  table.  Those  foi 
1919  are  preliminary  and  subject  to  such  change  and  correction  as  may  be  necessary 
from  further  examination  of  the  original  reports. 

Slaughtering  and  meat  packing,  tcholesale — Census  Bureau's  summary  for  tin 

industry— 1919  and  1914. 


Total  cost. 


Animals  slaughtered,  cost 

Beeves- 
Number 

Cost 

Calves- 
Number 

Cost 

Sheep,  lambs,  goats,  and  kids- 
Number 

Cost i      $146;065;000 

Hogs—  I  I 

Number j         44,510,000 

Cost I  $1,757,401,000 

AU  other  materials,  cost I     $710,406,000 


1010 


1014 


$3,774,001,000 


$1,441,663,00 


$3,055,405,000 

10,818,000 
$1,055,310,000 

4,305,000 
$05,720,000 

13,523,000 


$1,100,642,001 

7,140,001 
$4OO,lO8,00| 

2,oio,oa 

$27,623,00( 

15,O52,O0( 
$84,813, 0« 

34,442,0« 
$«r7,008,0« 
$242,021,OOC 
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Slauffhtering  and  meat  packing,  wholesale,  etc, — Continued. 


1919 


1914 


Total  Taioe.. 


ricsh 


Pounds.. 
Value.... 


Pounds 

Value 

M nttOD,  lamb,  goat  and  kid- 
Pounds 

Valne 

Pork- 
Pounds 

Value 

Eda^  oOal  and  aU  other  tnsh  meat- 
Founds 

Value 


Betf,  pilled  and  other  oared— 
Poonds 


Vifaie. 
I^orK.  pii^led  and  other  cmed— 

Pouotis 

Value 

Canned  gooda: 


Value. 


AH 


Pounds. 
Value... 


Lwdr 


Pounds. 
Value... 


Vmloe 
lard  oom] 

vlatoe 

OieooU: 

Oellon^ 

Vmtue 

OCfaeroUa: 

GaOoos 

Value 

TaBov  and  oleo  stock: 

Poiaids 

Value 


and  aabstitntes: 


Pounds. 

Value 

Ades  aaid  pelts: 

Cattle  hides- 
Number 

Value 

Calf- 
Number 

Value 

Sbeep,  lamb,  goat,  and  kid— 

Number 

Value 

Pcrtillzers  and  fertilizer  material: 

Tons. 

Value 

An  other  productflyiTahie 


$4,246,290,000 


4.932,281,000 
ISM,  806, 000 

422,928,000 
$83,884,000 

501,201,000 
$120,451,000 

2,112,243,000 
$532^075,000 

516,963,000 
$59,832,000 


120,960,000 
$28,360,000 

4,145,232,000 
$1,217,420,000 

305,943,000 
$96,904,000 


161,002,000 
$27,965,000 

629,701,000 
$145,601,000 

1,372,550,000 
$415,817,000 

521,122,000  I 
$123,724,000  ' 

20,339,000 
$30,953,000 

6,721,000 
$9,153,000 

242,084,000 
$36,536,000 

123,639,000 
$36,778,000 


10,818,000 
$185,020,000 

3,353,000 
$24,797,000 

12,244,000 
$33,780,000 

391,000 
$18,315,000 
$172,099,000 


$1/651,965,000 


3.658,334,000 
$421,297,000 

194,099,000 
$26,299,000 

629,233,000 
$74,676,000 

1,877,099,000 
1226,535,000 

296,667,000 
$20,576,000 


91,572,000 
$14,395,000 

2,929,310,000 
$393,605,000 

160,799,000 
$26,418,000 

74,004,000 
$9,845,000 

435,147,000 
$58,350,000 

1,119,189,000 
$120,414,000 

396,398,000 
$33,037,000 

16,502,000 
$11,926,000 

6,715,000 
$4,010,000 

209,614,000 
$13,733,000 

60,388,000 
$8,819,000 


7,159,000 
$69,959,000 

1,404,000 
$3,513,000 

15,917,000 
$13,624,000 

294,000 
$8,737,000 
$92,197,000 


*  Ineiodes  rahie  of  smmooia,  butter,  butter  reworked,  condensed  milk,  glue,  glycerine,  hog  hair,  ice, 
■H^  «<a«yy^  scrapple,  soap,  wool,  etc.,  and  amount  received  (or  slaughtering  and  refirlgerAtion  (or 
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Second.  Tables  from  reports  issued  by  the  Bureau  of  Foreign  and  Domestic  Con 
merce  showing  the  imports  and  exports  of  meats  for  the  years  1910  to  1921,  as  followi 

Merchandise  imported:  Quantities  and  values,  by  articles. 


Article. 

Calendar  years. 

*      1914 

1916  ' 

1916 

1917 

Meat  and  dairy  products: 

Meats,  fresh- 
Beef  and  veal /§3S^:; 

Mutton  and  lamb {SSSre** 

Pork jsss^.;-; 

254,319,200 
22,758,994 
19,875,942 

1,824,168 
18^952,005 

2,342,271 

118,589,580 
11,125,444 
11,879,353 
1,109,156 
3,498,294 
370,553 

39,772,414 
3,988,944 

17,235,208 
1,626,688 

22,072,1 
3,088,1 
5,623,9 

685,« 
2,580,* 

553,S 

Total  fresh  meats {§XS!:: 

293,147,147 
26^925,433 

133,967,22?!      67,962,183 
12,605,153          6,611,574 

30,276,3! 
4,327,9( 

Article. 

Calendar  year. 

Fiscal  ywt  ending  June— 

1918 

1919 

1920 

1921 

Meat  and  dairy  products: 
Meat  products- 
Meats,  ftesh— 

Beef  and  veal p^;; 

Mutton  and  lamb jSoS^'* 

^"k te:-: 

23,339,081 

134,290 

1,721,979 

376,604 

38,461,758 
6,408,081 
8,209,182 
1,547,338 
2,779,361 
601,051 

42,436,333 
6, 962;  894 

16,358,299 

2,519,355 

2,132,444 

46?  838 

40,319,2 

6,045,3 

108,528,2] 

12^843,6: 

336,41 

Total  fresh  meat, (gX^-; 

25,668,956 
4,670,080 

49,450,301 
8,556,470 

60,927,576        151.606.91 
9,947,087           19, 425,  & 

Domestic  merchandise  exported:  Quantities  and  values,  by  articles. 


Article 

Calendar  years. 

1910 

1911 

1912 

1913 

1914 

1915 

Meat  products: 
Beef  products— 

B«ef.c«nned...fc;- 

Boef.  fresh {^iy 

Beer,  picUed,  ,h. 

Hog  products— 

B«»° fe: 

Hams   and],|^ 

^ {HSi;;; 

Pork- 

C.nned....pi;;: 

^"-^ {&:: 

Pickled....!";,--: 

Lard    compounds l.^^. 
and  other  substi4'^„',;:- 
tutes  for  lard.      |<lo»s.. 

Mutton    (except  fibs — 
canned.)              \inlis.. 

11,503,037 
1,330,048 

55,538,924 
5,911,108 

35,335,92:* 
3,071,976 

128,269,744 
17,880,082 

131.181,642 
17,884,237 

368,831,681 
45,935,897 

.3,715,803 

428,396 

927,229 

120,523 

41,488,829 

4,806,246 

71,993,638 
7,258,758 

1,997,099 
220,104 

11,248,543 
1,311,234 

28,782,481 
2,905,412 

42,304,538 
3,181,044 

198,112,203 
24,185,672 

189,615,032 
23,337,395 

552,429,865 
64,604,681 

5,057,999 

596,379 

2, 2?  1,661 

256.096 

51,029,350 

4,875,795 

69,484,042 
6,022,309 

2,573,653 
246,221 

8,439,735 
1,040,891 
9,025,552 
1,053,777 

28,709,513 
2,437,460 

192,021,658 
23,483,949 

176,058,810 
22,235,899 

495,092,561 
62,201,660 

5,185,411 
635,570 

2,607,659 

310,558 

54.:^72,819 

5,468,207 

73,724,170 
6,397,205 

5,076,168 
523,655 

4,163,096 
639; 889 

6,850,123 
817,847 

26,180,639 
2,607,541 

212,796,618 
27,983,636 

171,671,407 
24,  in,  782 

636,179,645 
60,664,940 

3,651,101 
545,368 

3,182,678 

407,283 

63,984,97^ 

5,866,901 

63,699,754 
6,769,314 

4,789.431 
647,893 

30,734,748 
4,897,079 

31,442,463 
3,899,070 

23,779,449 
2,3n,563 

184,287,850 
25,670,643 

142,398,301 
20,797,130 

438,016,898 
48,610,269 

2,786,416 

450,724 

1,250,977 

178,099 

37,006,108 

4,001,586 

63,366,911 
6,668,980 

3,847,093 
436.069 

69,999,83 

11,014. 9S 

262,813,38 

33,606,4C 

42,746,81 
4,597,28 

624,138,24 
69,823,96 

266,442,81 
37,348,59 

451,286,43 
48,342,00 

7,928,  »4 

1.312,5fi 
24, 230,  IS 

2,879,83 
69,047,S9^ 

6,026,Oa 

63,8e9,9» 
6,519,23i 

4,230.9» 
500,  ii: 
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Domestic  merchandise  exported:  Quantities  and  values^  by  articles — Continued. 


Artide. 


Heat  products: 
Beef  products— 

B«rf,aum6d.../53i^- 

^'^ fc:: 

Beef,  pickled,  I, «-_ 
Hog  products —     • 

'^^ te: 

Bams  and|,j^ 

'-' te: 

^"^ {doui:: 

pi*tad-fc;: 

Uisl  eompoonds  U^^ 
and  other  subsU-  Ji^n;- 
lutes  for  lard.         ^^"'•• 

Mntton   (except  fibs.... 
anned).  \dolls.. 


Calendar  years. 


1916 


54,026,922 

11,911,790 

181,976,831 

22,316,803 

36,682,614 
3,942,826 

592,851,157 
87,113,549 

287,161,195 
45,340,015 

426,650,609 
56,039,641 

7,263,012 

1,559,799 
55,112,013 

6,950,706 
54,975,221 

6,556,925 

49,821,709 
5,9.^0,841 

5,257,883 
097,847 


1917 


65,471,232 

18,258,522 

216,419,599 

31,427,132 

67,810,090 
8,319.665 

578,128,0561, 
123,115,384 

243,386,814 
54,047,798 

372,721,342 
75,355,138 

5,377,226 

1,731,531 
49,372,780 

9,899,883 
39,294,011 

7,088,935 

49,300,143 
8,582,320 

2,862,175 
614,855 


1918 


141,457,163 

51,408,010 

514,341,529 

100,606,363 


44,206,020  42,804,724 
7,921,220   8,739,141 


.,104,788,081 
315,968,064 

537,213,041 
145,674,888 

548,817,901 
144,933,151 

5,267,342 

l,n6,392 
ll,6:i2,635 

2,907,894 
36,671,660 

8,535,017 

43,977,410 
10,258,5:i6 

1,630,815 
387,132 


1919 


63,867,327 
20,672,964 
174,426,999 
40,280,747 


l,190,297,494t 
373,913,227 

596,795,663 
189,428,837 

760,901,611 
237,983,449 

5,791,706 

2,422,364 
26,n6,978 

8,347,557 
34,113,875 

8,632,518 

124,962,950 
31,6(»,885 

3,009,164 
632,667 


Fiscal  year  ending 
June— 


1020 


31,133,918 

9,364,410 

153,560,647 

32,666,746 

32.383,601 
5,880,766 

803,666,851 
233,327,856 

275,455,931 
82,633,460 

587,224,549 
171,523,351 

3,261,967 

1,480,364 
27,224,941 

7,327,511 
41,64.3,119 

9,680,987 

44,195,842 
11,850,311 

3,958,131 
815,452 


1921 


10,785,306 
2,621,873 

21,084,203 
3,704,600 

23,312,866 
2,998,514 

489,298,109 
103,114,918 

172,011,676 
40,088,662 

746,157,356 
131,329,199 

1,118,967 

449,816 

57,043,446 

11,128,446 

33,286,064 

5,380,792 

42,155,971 
6,099.914 

6,624,522 
1,291,325 


The  imports  and  exports  of  beef  and  mutton  for  the  fiscal  year  1021  were  as 
follows:  Iniiwrts  148,847,454  pounds;  exports  56,182,365  pounds.  It  will  there- 
fore be  seen  that  the  imports  exceeded  the  exports  by  93,665,089  pounds. 

Third.  Tables  from  the  reports  of  the  Bureau  of  Foreign  and  Domestic  Com- 
loerce  showing  tlie  imi)orts  and  exports  of  cattle,  hogs,  and  sheep  for  tlie  years 
1810  to  1921,  as  foUows: 

Domestic  merchandise  exported^  Quantities  and  values,  by  articles. 


1910 

Calendar  yean. 

ATuCte. 

1911 

1912 

1913 

1914 

1915 

C«tle /?9;- 

109,629 

9,464,580 

4  019 

46,387 

52,638 

208,796 

236,336 

164,087 
14,110,061 
13,246 
107,676 
177,069 
853,300 

274,944 

46,463 

3,623,043 

17,478 

144,143 

191,963 

636,866 

378,339 

26,236 
851,060 

12, 118 
133,962 
170,411 
595,324 

475,411 

8,694 
515,046 

12,399 
157,421 

78,277 
317,939 

292,034 

16,256 

1 

Hop J 

aous.. 
No.... 
[doUs.. 

2,523.689 
7,261 

^   1 

9mp i 

85,133 
40,501 

Another  (indadlng 
doUs 

doUs.. 
fowls, 

_ 

171,361 
208,182 

TotoL doUs.. 

15,292,411 

20,380,993 

9,449,078 

7,071,066 

20,419,257 

121,641,460 

Article. 

Cklendfl 

kr  years. 

Fiscal  y© 
Jac 

AT  ending 

e— 

1916 

1917 

1918 

1919 

69,859 
6,439,521 

24;745 
683,911 

34,531 
369,974 

464,702 

1920 

83,039 
11,921518 
38,107 
982.120 
56,155 
711,549 

575,056 

1921 

JUimak 

Cttth 

Hop 

rNo.... 

IdoUs.. 

rNo.... 

idoUs.. 

(No.... 
tdoUfl.. 
fowU), 

12, 171 
668,934 

28,301 
339,747 

55,059 
268,538 

396,516 

20.009 
1,291,714 

15,588 
276,451 

30,359 
278,759 

383,903 

17,280 

1,082,758 

10,308 

333,729 

7,962 

120,882 

288,645 

145,673 

10,950,507 

103,414 

^^  1 

^••P 

AUoteCindiiding 

2, 216, 500 

80  723 

532,510 

931,220 



Totd. 

dolls. . 

92,425,609 

49,005,850 

15,045,142 

12,003,684 

19,291,197 

17,617,041 
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Merchandise  imported:  Quantitiee  and  wUueSf  hy  articles. 


Aitide. 

Calendar  yean. 

1910 

1911 

1912 

1013 

1014 

1915 

^•ttie... py;: 

^^ fe: 

211,230 
406^076 

252,423 

3,915,888 

^063 

153,450 

325»717 
80,288 

736,987 

14,602,916 

11^688 

312,265 

727,801 

19,650,903 

199,995 

657,388 

653, « 
18;6Z7,» 

278, 5» 
084,311 

Article. 

Calendar  years. 

Fiscal  year  eodlDi 
Jane— 

• 

1916 

1917 

1018 

1919 

1920 

Animals: 

205,647 

'•^S:S 

40; 457 

347,510 
18;  248^973 

202;  861 

2,014,160 

16,236 

306,061 

352;  601 

25^518^585 

150,203 

'••1:2? 

185^617 

642,395 

53,296,078 

^774 

2,473,386 

25667 

758^256 

575,328 

45^061,179 

100,549 

3,662 
121,068 

326;  21i 

7f,m 

Bi>e«p ffiSii:: 

Swln*. filSi;- 

We  have  included  In  the  foregoing  tables  live  stock  and  meats  only.  Fig- 
ures are  readily  obtainable  with  respect  to  all  the  different  classes  of  products, 
but  it  is  not  deemed  necessary  or  desirable  to  present  them  here. 

It  will  be  observed  that  there  was  nearly  a  100  per  cent  increase  in  tbe 
importations  of  cattle  for  the  years  1013  and  1014  over  the  year  1012,  and  a 
large  increase  in  1012  over  1011  and  in  1011  over  1010.  The  peak  was  readied 
in  1018,  whra  786,087  head  were  imported,  falling  to  552,480  head  in  1015,  and 
again  reaching  the  high  mark  of  642305  in  the  year  1010. 

The  exports  for  the  same  periods  show  a  very  small  and  generally  insignifi- 
cant number,  the  highest  number  being  164,087  head  for  the  year  1011.  The 
low  mark  was  8,604  head  in  the  year  1014.  In  1010  the  number  increased  to 
60.850. 

For  the  year  1021  the  imports  of  cattle  were  326,214  head,  and  the  exports 
145,673  head,  so  that  the  Imports  exceeded  the  exports  by  180,541  bead. 

Fourth.  Tables  from  the  reports  of  the  Bureau  of  Foreign  and  Domestic 
Ck>mmerce  showing  the  imports  and  exports  of  calf  and  cattle  hides  for  tlie 
year  1010  to  1021,  as  follows : 

Domestic  merchandise  exported:  Quantities  and  values,  hy  articles. 


Article. 


Hides  and  skins,  ezc^t  fur  skins,  raw  or 
uncured: 

ribs.... 
•IdoUs.. 


Calf.. 


ca^«« fe: 


Years  ended  June  30— 


1012 


548,242 

00,502 

17,445,200 

2,289,648 


1013 


003,922 

155,499 

17,971,809 

2,580,603 


1014 


323,417 

69,515 

12,524,901 

1,933,705 


1915 


1,074,529 

248,547 

21,135,730 

4,013,172 


1916 


1,674,36; 
13,284,lg 


Article. 


Hides  and  skins,  except  fur  skins,  raw  or 
uncured: 


Calf.... 
Cattle.. 


Years  ended  June  30— 


1917 


1,374,088 

549,450 

7,305,461 

2,041,367 


1918 


3,458.001 
1,462,456 
7,023,761 
1,963,700 


Fiscal  year  ended  June  30- 


1919 


2,778,393 
1,597,141 
10,189,293 
3,236,418 


1920 


2,875,600 
2,282,464 
16,433,766 
6,476,671 


1921 


8,l48.JiJ 

8,«^S 
1^251,451 
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Merchandise  imparted:  Quantities  and  talueM,  hi/  articles. 


Artide. 

Oalendar  yean. 

1910 

1911 

1912 

1913 

1914 

1916 

<V%H^ .      {Si.* 

53,167,553 
U,814,440 
221969,008 
32,925,374 

82,681,186 
21,227,102 
170,649,238 
25,226,945 

U4,859,364 
31,083,634 

303,530,775 
40,178,526 

76,468,905 
2i;243,360 
223,549,752 
40;844,504 

66,915,534 
16,373,257 
306,060,216 
55,931,415 

S'SMI! 

^^ttleUfci (JSiill 

11,334,163 

408,632,111 

78,137,660 

Artkde. 

Otlendtf  yean. 

FbcAl  year  endinf 
June— 

1916 

1917 

1918 

1919 

1920 

1921 

CUftUDi /J*-.... 

63,657,181 

18,132,654 

404,201,341 

87,674,812 

29,585,605 

11,611,555 

370,684,826 

102  367^062 

7,582,723 

2;953;959 

221,051,070 

62,029,641 

64,655,521     68,359,825 
^653  189     38066553 
407,283  371  439,461,094 
125,500,047  151,218,396 

86,1^617 
1?  647^  818 
108,573,338 
39,886,631 

<^««" ••-.-{SSii:: 

Wberever  values  have  been  left  in  the  tables,  it  has  been  done  only  as  a 
nutter  of  convenient  information.  In  the  case  of  meats  and  other  products 
it  is,  of  course,  well  understood  that  conditions  during  the  war  and  even  up 
to  this  period  have  been  too  abnormal  to  make  the  value  figures  adaptable  for 
the  poipose  of  drawing  deductions  which  are  reliable. 

j    Also  the  quantities  of  exports  during  the  same  period,  which  were  affected 
I  by  the  war,  can  not  be  used  for  the  purpose  of  drawing  deductions  as  to  what 
'  nay  be  expected  in  the  future.    It  is  for  that  reason  that  we  have  presented 
the  figures  for  the  years  before  the  war  and  brought  them  down  to  date. 

Fifth.  A  statement  compiled  by  Mr.  John  Roberts,  of  the  Bureau  of  Animal 
Industry  of  the  Department  of  Agriculture,  concerning  meat  production,  con- 
ramptlon,  and  foreign  trade  in  the  United  States,  1907-1920,  as  follows : 

MtAT  Pboduction,  Cowsumption,  and  Foreign  Trade  in  United  States, 
,  1907-1920. 

The  accompanying  tables  show  the  trend  for  the  last  14  years  of  the  pro- 
doeton,  exports,  imports,  and  consumption  of  each  of  the  various  kinds  of 
neat  in  the  United  States.  The  data  are  based  on  two  kinds  of  slaughter  re- 
ports—(l)  the  complete  slaughter  in  the  United  States  taken  by  the  census  for 
1900.  and  (2)  the  Federally-inspected  slaughter,  the  details  of  which  are  pub- 
lished annually  by  the  Bureau  of  Animal  Industry.  The  combination  of  these 
reports  affords  a  means  of  estimating  the  total  slaughter  from  year  to  year. 
These  est  mates  can  not  be  made  earlier  than  1907,  as  that  was  the  first  year 
the  Federal  inspection  was  in  operation  on  its  present  scale.  Hence  the  tables 
begin  with  that  year. 

The  slaughter  reports  referred  to  give  results  only  in  numbers  slaughtered 
of  each  kind  of  animals.  Average  dressing  percentages  and  average  carcass 
weights  are  provided  in  order  to  convert  the  live  animals  into  meat  equivalents. 
An  annual  determination  of  these  factors  Is  necessary,  because  in  some  cases, 
^^iJedally  with  cattle  and  swine,  the  average  carcass  weights  vary  considerably 
from  one  year  to  the  next. 

The  data  throughout  are  computed  from  a  dressed-weight  basis.  The  edible 
offal  (liver,  pluck,  etc.)  Is  not  included  in  the  dressed  weights  and  so  is  dis- 
regarded. In  the  aggregate  It  represents  a  large  quantity  of  edible  material, 
but  it  is  more  than  offset  by  the  bones  and  waste  trimmings  of  the  dressed 
ctrcasnes.  The  figures  in  the  tables,  therefore,  represent  approximately  actual 
Daeat   l4ird  is  estimated  separately  from  the  dressed  weights  of  swine. 

The  foreign-trade  figures  in  the  tables  are  taken  from  the  December  report 
of  the  Department  of  Commerce,  which  gives  the  calendar-year  totals. 

Nont— Slight  changes  have  been  made  in  the  per  capita  consumption  figures 
pobliahed  previously  for  the  years  1914  to  1919,  inclusive.  These  changes  have 
b«en  caused  by  the  corrections  in  the  census-population  figures  following  the 
taking  of  the  1920  census. 
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Number  of  animals  slaughtered  annually  under  Federal  inspection  and  esti- 
mated number  slaughtered  othericise  {including  farm)  in  United  States. 


Cfilendar  year. 

Cattle. 

Calves. 

Sheep  and 
Hmbs. 

Goats. 

SfdDe. 

1007    FodenllT  insDacted 

7,633,365 
6,836,600 

2,024,387 
4,002,400 

10,252,070 
3,048,500 

56,750 
104,300 

32,885,3n 

Other 

22,852,500 

Total 

18,460,900 

6,026,800 

13,300,600 

161,000 

65,737,900 

iQntt_FAdfirallv  insDected 

7,279,260 
5,565,700 

1,958,273 
3,871,600 

10,304,666 
3,064,100 

42,981 
78,900 

38,643,101 

''^o?hSrf.^7r!r;::::::::::::::::... 

28,853,700 

Total 

12,845,000 

5,829,900 

13,868,800  ;    121,900 

65,49(l,» 

7,713,807 
5,897,615 

2,189,017 
4,326,959 

11,350,349       100,659  !    31,394,^ 

'"""^othSrlf.T!^^:::::::::::::::::;:: 

3;  374, 350       184,804  1    21,824,63 

Total 

13,611,422  1    6,515,976 

14,724,699      285,663  |    53,219,368 

1910— FederallT  insDected 

7,807.600      2,238,587 
5,733,000      4,314,000 

11,408,020  1    100,379  1    26,003,463 

3,392,200  1    18^,400  !    18,070,000 

Total 13,540,800  j    6,652,«00 

14,800,200  1    284,800      44,073,500 

1911    Federallv  InsDected. 

7,619,096       2,183,533 
5,339,000      4,081,000 

14,020,446        38,891       34,  ^W 

Other 

4;  169, 100        71,400  ;    23,786,000 

Total 

12,958,100  I    6,264,500 

18,189,500  1    110,300       58,022,000 

iQia Federallv  iasoected 

7,252,378      2.277.946 

14,979,265  ,      72,894  1    33,052,727 

''    othSrifA^^:^....:::::.:.:::::::: 

4,726,600 

4,070,100 

4,454,100 

133,900 

22,969,a» 

Total I  11,979,000      6,348,000  |  19,433,400      206,800       56,022,000 


1913-Foderally  inspected 1    !»978'Si 

other I    4,499,200 


1,902,414  I  14,405,759  ! 
3,382,100  I    4,2b3,600 


75,655 
13M.900 


34,198,5S5 
23,774,900 


Total I  11,477,600  ,    5,284,500  I  18,689,400  |    214,600       57,973.500 


1914-FederaUy  inspected ?'I55'^ 

other i    4,247,b00  | 


1,696,962 
2,964,400 


14,229,343  I    175,906  ,    32,531,^40 
4,231,200      323,100  1    22,516,300 


Total 11,004,500      4,661,400  |  18,460,500  ;    499,000       55,148.100 


1915- FederaUy  Inspected 1    MJ3,M5 

Other. ......rr I    3,668,700 


1,818,702 
2,820,800 


12,211,765 
3,631,200 


153,346 
281,700 


38,381,2» 
26,682,M)0 


Total 

10,822,100  1    4,630,500 

15,843,000 

435,000 

65,064,000 

1916-FederaUy  Inspected .^ 

Other 

8,310,458  1    2,367,303 
3,716,200  1    3,406,600 

11,941,386 
3,550,800 

198,909 
365,400 

43,083,703 
29;95l,900 

Total 

12,026,700      5,773,900 

15,492,200  I    564,300 

73,035,600 

1917    Federallv  insnected 

10,350,052      3,142,721 

9,344,994  1    165,660 
2,778>800  1    304,300 

83,00»,7W 

Other... 

3,373,800      3,888,000 

23,574,100 

Total 

13,723,900      7,030,700 

12,123,800 

470,000 

57,483,rte 

loifi Federallv  insoected 1 . . . 

11,828,549      3,456,393 
3,921,900      4,310,800 

10, 319,  sn 

3,065,200 

137,725 
252,400 

41,214,»0 

'''*^SthS^.l^.^!!:........::::..:::::. 

28,640,400 

Total 

15,760,400  !    7,767,200 

13,385,100 

390,100 

69,854,700 

loiQ FAder&llv  insoected 

10,089,984       3,969,019 
3,545,100  1    5,072,000 

12,691,117 
3,760,500 

87,380 
160,100 

4l,8^,^^o 

29,055,TO) 

Total 

13,635,100  .    9,041,000 

16,460,600 

247,500 

70,887,500 

lo2a_  Federallv  insnected 

8,608,091       4,058,370 
3,567,400      5,604,400 

10,982,180 
3,265,600 

42,477 
78,000 

38,018,604 

Other 

26,430,700 

Total 

12,176,400      9,662,800 

14,247,800 

120,500 

64,449,400 
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A  few  horses  are  slaugbtered  under  the  Federal  inspection,  and  probably 
nsore  otherwise,  the  flesh  being  mostly  used  to  feed  wild  animals  in  zoological 
gardens,  menageries,  etc.  The  Federal  inspection  of  horses  commenced  in  Sep- 
tember, 1919,  and  433  were  slaughtered  up  to  the  end  of  the  year.  During 
1920  the  number  slaughtered  was  894.  A  large  proportion  of  the  inspected 
hors^esh  is  exported. 

BMtknated  annual  production,  exports,  imports,  and  consumption  of  beef  in 

United  States, 


Slaughter. 

Exports. 

Imports 
(less  re- 
exports). 

Consumption. 

Calendar  year. 

Total. 

Feder- 
ally in- 
spected. 

Other. 

Total. 

Per 
capita. 

law 

MUUm 
pounds. 
7,320 
6,676 
7,071 
7,323 
7,036 
6,509 
5,913 
5,639 
5,816 
6,118 
6,686 
7,641 
6,571 
6,111 

MiUion 
pounds. 
4,336 
3,955 
4,199 
4,240 
4, 137 
3,938 
3,595 
3,601 
3,979 
4,362 
5,169 
5,885 
4,993 
4,<451 

mUion 
pounds. 
2,984 
2,721 
2,882 
3,083 
2,899 
2,571 
2,318 
2,038 
1,837 
1,756 
1,517 
1,756 
1,578 
1,660 

MiUion 

pounds. 

352 

228 

163 

110 

92 

56 

47 

95 

399 

287 

376 

728 

314 

164 

MiUion 
pounds. 

MUlion 
pounds. 
^^6,968 
6,448 
6,908 
7,313 
6,944 
6,453 
5,904 
5,809 
5,527 
5.851 
6,339 
7,025 
6,300 
6,000 

Pounds. 
79.7 

Y90B 

72.4 

nm 

76.2 

Ytm 

78.1 

IIU 

73.9 

un 

67  5 

m3 

38 
265 
110 
20 
29 
112 
43 
53 

6a8 

m4 

58.9 

19U 

55.6 

19!€ 

58.1 

J9I7 

62.0 

1918 

67.8 

WW 

60.0 

1920 

56.4 

The  trend  of  beef  production,  which  was  especially  high  in  1907  and  1910, 
declined  steadily  from  the  last-named  year  until  the  advent  of  the  World  War. 
The  war  production  culminated  in  1918  with  the  largest  total  on  record.  The 
effort,  however,  to  some  extent  depleted  the  resources  of  the  producers,  and 
uith  otlier  causes  brought  about  a  reaction  during  1919  and  1920. 

Bxports  of  beef  at  one  time  formed  a  large  and  important  branch  of  our 
foreign  trade,  but  by  1913  they  had  largely  disappeared  and  foreign  beef  began 
to  come  in.  The  exports  were  large  from  1915  to  191 S  solely  because  of  the 
war  needs  and  have  since  fallen  away  very  noticeably. 

Imports  of  meat  previous  to  1913  were  so  small  that  they  were  not  enu- 
merated separately  in  the  commerce  reports.    Imports  of  beef  in  1914,  however, 
were  quite  considerable.     At  this  peripd  the  sources  of  cheap  beef  in  the 
Sonthem   Hemisphere,  especially   Argentina,   had  developed  enormously,   and 
they  had,  in  fact,  supplanted  the  United  States  in  the  overseas  trade  with 
Europe. 
!       Consumption  of  beef,  as  seen  in  the  table,  was  at  the  lowest  point  in  1915, 
;   Aortly  after  tbe  advent  of  the  World  War.     Restricted  supply  and  high  prices 
■■   brought  the  next  lowest  consumption  per  head  in  1920. 

I   Bitimaied  annual  production,  exports,  and  consumption  of  veal  in  United  States. 


I 


Slaughter. 

Consumption. 

Calendar  year. 

Total. 

iSiM:  oth«. 

Total. 

Per 

capita. 

1107       

MiUion 
pounds. 
'^    626 
606 
684 
687 
657 
668 
488 
433 
428 
536 
662 
728 
851 
909 

MiUion 

pounds. 

210 

203 

230 

MiUion 

pounds. 

'^    416 

402 

454 

MiUion 
pounds. 
626 
605 
684 
687 
657 
668 
488 
433 
428 
536 
662 
720 
851 
909 

Pounds, 
7.1 

IKIg                           

6.8 

tm                 

7.5 

ifi0                      .  . 

235             452 

7.4 

1911                    

229 
239 
176 
168 
168 
220 
296 
323 
373 
382 

428 
429 
312 
275 
260 
316 
366 
403 
478 
527 

7.0 

1^12 

7.0 

Ifl3                                 

6.0 

1914        

4.4 

1515                                         

4.3 

Ullft                                 

5.3 

VJj\7                                             

6.5 

\SB                                     

7.0 

W» 

»» 

8.1 
8.5 
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Veal  production,  as  a  rule,  follows  that  of  beef.  The  unusually  large  slaughter 
in  the  last  two  years,  however,  contrasts  rather  curiously  with  the  considerable 
decline  in  cattle  slaughter  in  the  same  period.  It  is  accounted  for  partly  by 
the  droughty  conditions  in  the  West,  whi<^  induced  heavy  marketings  of  young 
stock  during  1919  and  the  relative  higher  prices  for  calf  products  in  1920. 

Country  slaughter  of  veal  is  proportionately  much  larger  than  for  any  other 
class  of  animala  The  Federally-inspected  slaughter  of  calves  in  1909  was  about 
one-third  of  the  total  slaughter ;  and,  although  it  is  Increasing,  it  is  ^timated 
to  be  still  well  below  one-half  of  the  total. 

The  consumption  of  veal  corresponds  to  the  production,  as  there  are  no  Imports 
or  exports  recorded.  The  per  capita  consumption  for  the  whole  period  has 
averaged  close  to  7  pounds  per  annum.  It  was  lowest  in  1915  (4.3  pounds)  and 
highest  in  1920  (8.5  pounds). 

Estimated  annual  production^  exports,  imports,  and  consumption  o/  mutton  end 

lamh  in  United  States. 


Slaaghter. 

Exports. 

Imports 
(less  re- 
exports). 

Consomption. 

Calendar  yeer. 

Total. 

Feder- 
ally  in- 
spected. 

Other. 

Total. 

Per 

capita. 

1007 

MUUon 
pound*. 
560 
555 
004 
000 
738 
788 
738 
720 
020 
012 
473 
.    522 
020 
550 

IfUlion 

428 
400 
403 
500 
008 
500 
555 
482 
472 
304 
402 
482 
428 

MiUion 
pound*. 
128 
127 
138 
137 
100 
180 
100 
105 
144 
140 
100 
120 
144 
128 

MiUUm 
pound*. 

1 
2 
2 
3 
5 
5 
4 
4 
5 
3 
2 
3 
4 

MiUkm 
pound*. 

MiUUm 

pound*. 

558 

554 

002 
508 
735 
783 
734 
730 
034 
023 
470 
521 
031 
053 

Pound*. 
6.4 

1908 

6.2 

1000 

6.6 

1910 

6.5 

1011 

7.8 

1912 

&2 

1913 

1 
20 
12 
10 

\ 

8 
101 

7.5 

1014 

7.5 

1015 

6.4 

1010 

6.2 

1917 

4.7 

1918 '. 

5.0 

1910 

6.0 

1920 

6ul 

The  production  and  consumption  of  mutton  and  lamb  is  very  small  in  com- 
parison with  beef  and  pork.  It  averages  only  about  one-tenth  of  beef,  and 
one-twelfth  of  pork.  Tlie  table  shows  the  production  of  mutton  and  lamb  to 
have  been  greatest  from  1911  to  1914,  in  each  of  which  years  it  exceeded 
700,000,(XX)  pounds.  The  year  of  lowest  production  was  1917,  when  the  yield 
was  only  473,000,000  pounds.  Since  1917  the  trend  was  upward  for  two  years, 
but  declined  again  in  1920. 

The  proporfon  of  Federal-inspected  slaughter  is  greater  with  sheep  and 
lambs  than  with  any  other  class  of  live  stock.  Nearly  four-fifths  of  the  total 
mutton  and  lamb  produced  is  inspected  in  establishments  having  Government 
supervision. 

Normally,  there  is  very  little  foreign  trade  in  mutton  or  lamb,  but  last  year 
saw  a  new  departure  in  heavy  imports  of  Australasian  product.  These  imports 
amounted  to  nearly  one-fifth  of  the  total  production. 

The  table  shows  the  per  capita  consumption  ranging  between  8.2  pounds 
(highest)  in  1912  and  4.7  pounds  (lowest)  in  1917.  There  has  been  a  steady 
rise  in  the  last  three  years. 
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Estimated  annual  production,  estports^  importg,  and  consumption  of  pork  und 
lard  in  United  States, 

PORK. 


Slaoi^ter. 

Exports. 

Imports 
(lera  re- 
exports). 

Consomption. 

Cftfeodar  year. 

Total. 

Feder- 
ally in- 
spected. 

Other. 

Total. 

Per 
capiU. 

MOT. 

MUUon 
pound*. 

7,m 

8,226 
6,690 
5,881 
7,511 
7,189 

?;^ 
k^ 

6^901 
9,137 
9,269 
8^470 

MiUkm 
pound*. 
^4,420 
^853 
3,946 
3,470 
^481 
?242 
^420 
^264 
?749 
M96 
?071 
5,391 
5^469 
?996 

MiUkm 
pound*. 
3,071 
S373 
2,744 
?411 
$080 
?947 
3,072 
2,964 
3,801 
3,448 
2,830 
8,746 

MiUkm 

pound*. 

1,014 

619 

472 

313 

456 

440 

456 

877 

906 

1,011 

943 

MiUkm 
pound*. 

MiUkm 
pound*. 
6,477 
7,607 
6,218 
5,568 
^065 
6,749 
7,039 
6^889 
7,151 
7,625 
5,968 
7^510 
7,883 
7,551 

Pound*. 
74.1 

UN 

85.4 

1S0I 

68.6 

mo 

60l3 

nu V 

76. 1 

mi 



70.6 

HU. 

3 
38 

7 

2 
10 
97 
11 

6 

72,6 

nu. 

69i9 

ISIS 

72.0 

lai. 

75.7 

m 

58.4 

72,5 

JIB. '...I. ..I. ..."...." 

1» 

3,800          i;897 
8.474           aan 

70.3 

2» 

71  0 

1 

LARD. 


1907. 
WB. 

ms. 
m. 
mi. 

1«2. 
19U. 
Ifil4. 

im. 

W7. 

m. 


1,698 

993 

690 

1834 

1,094 

760 

1,506 

888 

618 

1,344 

793 

551 

1717 

1,018 

704 

1,643 

969 

674 

1,713 

1,011 

708 

1652 

975 

677 

1,840 

1,086 

764 

1973 

1,164 

809 

1,677 

080 

647 

2,080 

1,233 

856 

2,119 

1,250 

860 

1,906 

1,142 

794 

589 
582 
458 
379 
606 
653 
576 
460 
487 
454 
888 
665 
784 
636 


1,094 
1,272 
1,048 
965 
1,112 
1,090 
1,138 
1,192 
1,353 
1,519 
1,194 
1,534 
1,335 
1,300 


12.6 
14.8 
1L6 

ia5 

11.8 
11.4 
11.7 
12.1 
13.6 
15.1 
11.7 
14.8 
12.7 
12.2 


It  is  well  known  that  the  hog  Industry  is  subject  to  rather  violent  changes 
<ine  to  the  economic  situation  and  the  character  of  the  corn  crop  in  a  given 
jear.  This  is  illustrated  in  the  tables,  in  which  it  may  be  seen  there  are  three 
ittn  years,  viz,  1909,  1910,  and  1917.  The  shortage  in  1909  and  1910  was  due 
to  tile  failure  of  the  corn  crop,  and  that  of  1917  is  attributed  to  overmarketing, 
iwlDding  breeding  stock,  in  the  preceding  year,  due  mostly  to  the  attraction 
of  high  war  prices.  The  enormous  productions  in  1918  and  1919  evidence  a 
remarkable  recovery,  which  would  have  been  impossible  with  any  other  class 
«f  live  stock  than  the  prolific  and  quick-maturing  hog.  The  production  in  1920 
probably  suiTered  somewhat  from  the  heavy  marketings  of  the  previous  year. 

The  exports  of  pork  products,  excluding  lard,  in  1920  Indicate  a  return  to 
oonnal  proportions  as  compared  with  the  enormous  war-time  shipments  of  the 
PreTious  two  years.  The  reversal  was  no  doubt  aided  by  the  shorter  produc- 
tion and  by  the  international  economic  conditions. 

Regarding  the  exports  of  lard,  it  may  be  noted  that  those  of  the  war  period 
^d  not  exceed  the  prewar  totals  as  did  those  of  other  pork  products.  Lard 
^Ports  have  been  large  for  a  long  period  of  years ;  in  fact,  the  American  lard 
nog  has  never  had  a  competitor  in  the  world's  markets.  It  is.  nevertheless, 
ttther  surprising  to  note  that  the  lard  exports  of  1911  to  1913  were  larger 
<J[en  than  those  of  the  years  from  1915  to  1918.  This  is  explained  by  the  fact 
toat  the  Central  Powers,  especially  Germany,  as  well  as  the  continental  Euro- 
pe neutrals,  were  large  consumers  of  our  lard,  and  the  loss  of  this  trade 
Jjfected  the  totals  until  1919,  when  foreign  shipments  were  the  largest  in 
■«toi7.  The  lard  exports  were  very  large  also  in  1920,  although  those  of  other 
Jtodncts  fell  off  fuUy  60  per  cent. 
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The  largest  quantity  of  pork  products  ccHisumed  within  a  year  occurred  li 
1916,  and  the  next  highest  figures  were  in  1908  and  1918.  The  smallest  cou 
sumption  occurred  in  1910  and  1917,  in  which  years  the  production,  as  befor 
stated,  was  much  below  normal.  The  per  capita  consumption  was  highest  ii 
1908  and  lowest  in  1917.  The  diflPerence  between  these  two  years  shows  tht 
wide  margin  of  28  pounds,  but  it  may  be  stated  that  the  unusually  low  figur* 
in  1917  was  caused  not  only  by  the  short  production  but  also  in  large  measur. 
by  the  high  prices  and  the  need  of  conserving  a  scarce  supply  for  export. 

Estimated  annual  production,  exports,  imports,  and  consumption  of  all  meats 
{excluding  lard)  in  United  States. 


Calendar  3rear. 


Slaughter. 


Total. 


1907 

MiUion 
pounds. 
16,003 
16,067 
15,060 
14,502 
15,946 
15,162 
14,640 
14,039 
14,937 
15,922 
14,740 
18,  Ml 
17,326 
16,051 

1908 

1900 

1910 

1911 

1912 

1913 

1914 

1915 

1916 

1917 

1918 

1919 

1920 

Feder- 
ally in- 
spected. 


Million 
pound*. 
9,399 
9,441 
8,835 
8,412 
9,368 
9,030 
H,763 
8,685 
9,384 
10,248 
9,906 
12,006 
11,320 
10,259 


Other. 


.  Imports 
Exports.  I  (less  re- 


Consumption. 


exporU).     Total. 


Million  ! 

pounds. 
6,604 
6,626 
6,225 
6,090 
6,578 
6,132 
5,877 
5,454 
5,553 
5,674 
4,834 
6,035 
6,006 
5,792 


MiUi&n 

pounds. 

1,367 

848 

637 

412 

534 

486 

507 

475 

1,309 

1,304 

1,322 

2,454 

2,215 

1,093 


Million  I  liiUion 

pounds,  pounds. 

I  14,636 

15,219 

14,423 

14,090 

15,412 

14,676 

41  I  14,174 

323  13,887 

129  1  13,757 

38  14,656 

44  I  13,462 

210  15,797 

62  15,173 

160  I  15,118 


Per 
capita. 


Pounds. 

167.- 
17a  t 
15«.l 

152.1 
163.5 
153.  J 
145.1 

14a  1 

138..' 
145.1 
131. « 
152.  J 
144.1 
142.1 


» Includes  small  quantity  of  goat  meat  not  given  separately. 

The  figures  in  the  table  above  are  merely  the  addition  of  the  various  meats 
in  the  previous  tables  plus  a  small  quantity  of  goat  meat  The  latter,  however, 
furnishes  only  about  one-tenth  of  a  pound  per  capita  of  the  total  meat  con- 
sumption in  the  country. 

It  may  be  seen  from  the  last  table  that  the  banner  year  in  meat  productloa 
was  1918,  when  a  little  over  18,000,000,000  pounds  were  produced.  Two-thirds 
of  this  meat  was  examined  and  certified  as  fit  for  human  food  by  Federal 
insr)ectors.  Oiie-third,  or  6,000,000,000  pounds,  was  subject  to  State  or  local 
inspection,  or  no  inspection  at  all,  and  practically  all  of  this  was  slaughtered 
and  consumed  within  State  boundaries.  During  the  last  two  years  the  pro- 
duction has  fallen  off  at  the  rate  of  about  1,000,000,000  pounds  a  year,  but 
be^.-ause  of  the  decrease  in  exports  there  was  little  change  in  the  consumption 
totals  of  1919  and  1920. 

Note. — Any  conflict  or  disparity  in  the  figures  of  the  foregoing  tables  and 
those  contained  in  Mr.  Roberts's  report  doubtless  arise  from  the  different 
periods,  i.  e.,  whether  the  fiscal  year  or  the  calendar  year  is  used,  or  the^ 
difference  in  the  classes  of  animals  or  products.  They  all  originate  from 
the  same  source. 

Sixth.  Statements  issued  by  the  Bureau  of  the  Census  in  June,  1921,  showing^j 
the  number  of  cattle,  swine,  sheep,  and  goats  on  farms  in  the  United  States 
on  January  1,  1920,  as  compared  with  April  15,  1910,  as  follows:  These  figure* 
do  not  include  a  number  of  animals  in  village  bams  and  elsewhere  other  than 
on  farms  which,  as  shown  by  the  Bureau  of  the  Census,  numbered  on  January 
1,  1920,  2,111,928  cattle  and  1,220.564  dairy  cows,  and  on  April  15,  1910,. 
1,878,782  cattle  and  1,170838  dairy  cowa 

Cattle  on  Farms  in  the  United  States. 

Washington.  D.  C,  June  8.  W2f. 
The  Bureau  of  the  Census,  of  the  Department  of  Commerce,  announces,  sub- 
ject to  correction,  the  following  preliminary  figures  from  the  1920  census  of 
agriculture  for  the  Uniteil  States,  with  comimrntive  figures  for  1910: 
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CaUle  on  farms  in  the  United  States:  1920  and  1910. 

Catde  on  forms  Jan.  1,  1920,  total  number 66, 810, 836 

Beef  catUe,  total 85, 424, 458 

Calves  und€tr  1  year  of  age 8, 631, 631 

Heifers  1  year  old  and  under  2  years 3, 980, 343 

Cows  and  heifers  2  years  old  and  over 12, 644, 018 

Steers  1  year  old  and  under  2  years 4,  607, 147 

Steers  2  years  old  and  over 4, 611,  763 

Bulls  1  year  old  and  over 777,  704 

Unclassified 81, 852 

Dairy  catUe,   total 31,386,378 

Calves  under  1  year  of  age 6,904,586 

Heifers  1  year  old  and  under  2  years 4, 057, 644 

Cows  and  heifers  2  years  old  and  over 19,671,777 

Bulls  1  year  old  and  over 752,371 

CatUe  on  farms  Apr.  15,  1910,  total  number 61,803,866 

Spring  calves 7, 806,  539 

Cattle  bom  before  Jan.  1,  1910 53, 997, 327 

The  number  of  cattle  on  farms  in  the  United  States  on  January  1,  1920, 
according  to  the  Fourteenth  Census,  was  66,810,836.  This  number  included 
35,42i458  beef  cattle  (catUe  kept  mainly  for  beef  production)  and  31,386,378 
daily  cattle  (cattle  kept  mainly  for  milk  production). 

BEEF  AND  DAIRY  CATTLE. 

The  beef  cattle  included  8,631,631  calves  under  1  year  of  age,  3,980,343  year- 
ling heifers,  12,644,018  cows  and  heifers  2  years  old  and  over,  4,697,147  yearling 
rtftbs,  4,611,763  steers  2  years  old  and  over,  777,704  bulls  1  year  old  and  over, 
and  81,852  cattle  not  classified  by  age  or  sex. 

The  dairy  cattle  included  6,904,586  calves  under  1  year  of  age,  4,057,644 
yearling  heifers,  19,671,777  cows  and  heifers  2  years  old  and  over,  and  752,371 
bolls  1  year  old  and  over. 

COMPABISON  WITH   1910. 

The  number  of  cattle  reported  at  the  census  of  1910  was  61303,866,  but  the 
cbange  in  the  date  of  enumeration,  from  April  15  in  1910  to  January  1  in  1920, 
ffloat  be  taken  into  account  in  making  any  comparisons  between  the  two  years. 
The  1920  census,  taken  as  of  January  1,  was  too  early  to  include  any  spring 
calves,  while  the  1910  census,  taken  as  of  April  15,  included  7,806,539  calves 
bom  between  January  1  and  April  15,  1910,  or  probably  more  than  one-half  of 
the  calves  born  in  the  spring  of  that  year.  On  the  other  hand,  the  cattle 
ennmerated  as  of  January  1,  1920,  included  large  numbers  of  animals  destined 
to  be  slaughtered  or  marketed  before  April  15. 

The  relative  importance  of  these  two  factors  resulting  from  the  change  in  the 
date  of  enumeration  varies  from  State  to  State.  In  some  States  the  number  of 
calves  bom  in  the  first  three  and  one-half  months  of  the  year  would  greatly 
exceed  the  number  of  cattle  slaughtered  or  sent  to  market,  while  in  other 
States  the  number  of  cattle  slaughtered  during  this  period  might  almost  offiset 
the  number  of  calves  bom. 

Por  the  United  States  as  a  whole,  the  total  number  of  cattle  reported  for 
1920  exceeds  the  total  number  in  1910  by  5,006,970.  The  actual  increase,  after 
floe  allowance  has  been  made  for  the  effects  of  the  change  in  date  of  enumera- 
tion, is  doubtless  more  than  this,  but  less  than  the  difference  between  the 
Dumber  of  cattle  in  1910,  excluding  spring  calves,  and  the  number  of  cattle  in 
1920. 

STATES  RANKING   HIGHEST  IN  CATTLE. 

,J[[ve  States  reported  more  than  3,000,000  cattle  on  farms  for  January  1, 
1920,  IS  foUows:  Texas,  6,249,443;  Iowa,  4,567,708;  Nebraska,  3,167,279;  Wis- 
««win,  3,050329;  and  Minnesota  3,021,469.  The  States  reporting  the  largest 
wuid)er8  of  dairy  cows  2  years  old  and  over  were  Wisconsin  with  1,795,122; 
*>ew  York,  with  1,481,918 ;  and  MUinesota,  with  1,229,179,  no  other  State  re- 
porting as  many  as  1,000,000  dairy  cows  2  years  old  and  over. 
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Swine  on  Farms  in  the  United  States. 

Washington,  D.  C,  June  4,  1921. 
The  Bureau  of  the  Census  of  the  Department  of  Commerce  announces,  sub- 
ject to  correction,  the  following  preliminary .  figures  from  the  1920  census  of 
agriculture  for  the  United  States,  with  comparative  figures  for  1010: 

Swine  on  farms  in  the  United  Statei,  19t0  and  1910, 

Swine  on  farms  Jan.  1, 1920,  total  number 59, 368, 167 

Pigs  under  6  months  old 26,237,924 

Sows  and  gilts  for  breeding,  6  months  old  and  over 11, 445, 239 

Boars  for  breeding,  6  months  old  and  over d84,553 

All  other  hogs,  6  months  old  and  over 20,  750,451 

Swine  on  farms  Apr.  15,  1010 58,185,676 

The  number  of  swine  on  farms  in  the  United  States  on  January  1,  192D, 
according  to  the  Fourteenth  Census,  was  59,368,167.  This  number  livduded 
26,237,924  pigs  under  6  months  old  on  that  date,  11,445,239  sows  and  gilts  6 
months  old  and  over  kept  for  breeding  purposes,  934,553  boars  kept  for  breeding 
purposes,  and  20,750,451  other  hogs  6  months  old  and  over. 

The  number  of  swine  reported  at  the  1910  census  was  58,185,676,  but  the 
change  in  the  date  of  enumeration  from  April  15  in  1910  to  January  1  in  1920, 
must  be  taken  into  consideration  in  making  any  comparisons  between  tlie  two 
years.  The  1920  census,  taken  in  January,  was  too  early  to  include  any  spring 
pigs,  while  the  1910  census,  taken  in  April  (beginning  Apr.  15),  probably 
Included  more  than  half  of  the  **  crop  "  of  spring  pigs.  On  the  other  hand,  a 
farm  census  taken  in  January  would  include  large  numbers  of  hogs  destined 
for  sale  or  slaughter  before  Aoril  15. 

The  relative  importance  of  these  two  factors  resulting  from  the  change  in  the 
date  of  enumeration  varies  from  State  to  State.  In  those  States  where  the  num- 
ber of  pigs  born  in  the  first  three  and  a  half  months  of  the  year  is  greater  than 
the  number  of  hogs  slaughtered  or  marketed,  the  1910  figures,  relating  to  April 
15,  are  too  large  for  a  fair  comparison  with  the  number  of  swine  on  hand  Janu- 
ary 1,  1920 — as  much  too  large  as  t)ie  number  of  pigs  bom  between  January  1 
and  April  15  exceeds  the  number  of  hogs  sold  or  slaughtered  during  the  same 
period.  On  the  other  hand,  if  in  any  State  the  number  of  swine  slaughtered 
or  sent  to  market  between  January  1  and  April  15  were  greater  than  the  number 
of  pigs  born  during  the  same  period,  the  1910  figures  would  be  too  small  for  a 
fair  comparison  with  the  1920  figures. 

Arranging  the  States  in  order  of  the  number  of  hogs  and  pigs  reported,  it 
appears  that  the  following  States  stood  at  the  head  of  the  list  (and  in  the  same 
order)  both  in  1920  and  in  1910:  Iowa,  with  7,864^04  swine  on  farms  in  1920; 
Illinois,  with  4,640,447;  Missouri,  with  3,888,677;  Indiana,  with  3,757,135;  Ne- 
braska.  with  3,441,917 ;  and  Ohio,  with  3,083.846.  These  six  States  are  the  only 
ones  which  reported  more  than  3,000,000  swine  in  1920. 

Kansas  ranked  seventh  in  1910,  but  showed  a  decided  falling  off  in  1920. 
This  was  accompanied  by  a  marked  decrease  in  the  acreage  and  production  of 
corn  and  a  corresponding  increase  in  wheat  and  oats,  and  doubtless  indicates 
a  change  in  type  of  farming.  A  similar  situation  prevails  In  Oklahoma,  which 
also  shows  a  considerable  decrease  in  the  number  of  swine  reported  for  1920, 
as  compared  with  1910.  Most  of  the  Mountain  States,  on  the  other  hand,  show 
n  decided  increase  In  the  number  of  hogs  on  farms. 
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Number  of  swine  on  farms  in  the  United  States,  hy  geographic  divisions  and 
States=1920  and  1910, 


Swine  on  fanns  Jan. 

1, 1020. 

DiTisioQ  or  State. 

Total. 

Pigsander 

6  months 

old. 

8owsand 

gilts  for 

breeding,  6 

months  old 

and  over. 

Boars  for 
breeding,  6 
months  old 

and  over. 

All  other 

monuLs  old 
and  over. 

Swine  on 

farms  Apr. 

15, 1010. 

United  States 

50,388,167 

26,237,024 

11,445,230 

9^,653 

20,750,451 

58,186,676 

GtofTipfaic  divisions! 

New  England 

,>vi.  752 
l,(tr.-.,;W2 
14,  ]S4.(»4 
21.  (.'^"WS 
6:.     t02 
6,-       ►42 
5,7'>'     i85 
1,  I--.     '46 
1,11      97 

1,1  til,  410 
7,371   160 
6  ,  •      83 
3,          !54 
3,<         26 

J        73 
40 

57,224 

270,037 

2,645,014 

4,070,042 

1  040,100 

018,442 

1,000,046 

214, 104 

220,250 

6,834 

32,586 

230,054 

363,436 

108,067 

71,322 

85,352 

18,520 

21,582 

100,070 

482,040 

3,936,026 

8,536,707 

1,828,081 

2,171,852 

1,704,883 

421,658 

467,325 

306,642 

MiiMlf  Atlantic 

1,790,821 

EKt  North  Central 

Vert  North  Central 

South  Atlantic 

14,461,050 
21,281,500 
6,063,020 

Eart  Sooth  Central 

Vest  South  Central 

Mgaatain 

5,438,606 

7,021,045 

640,011 

Paifie 

1,180,268 

'^i^! 

01,204 
41,665 
72,761 
104,192 
12,860 
61,071 

600,560 

130  222 

1,216,200 

3,083,846 
3,757^135 
4,640,447 
1,106,207 
1,506,410 

2,380,862 
7  864,304 
3,888,677 
'458  265 
1,032,741 
3,441,917 
i;  733, 202 

38^621 
306,452 
1^331 
941,374 
305^211 

1,501,431 

1,373,311 

1,378>O01 

85^562 

1,305,106 

2,232,774 

167,060 
240,030 
72,278 
440,866 
87,006 
40,500 
99,361 
26,646 

264,747 

266,  ns 

900,272 

53,086 
25,053 
46  386 
58,767 
6833 
34,650 

870,413 

74,817 
707,180 

1,888,040 

2  171,143 

1,887,313 

686,866 

737,798 

627,746 
2,116,191 
1  937  626 
133,870 
377,474 
814,078 
823,800 

21,814 
181,938 
640 
676, 119 
102,818 
642,121 
402,546 
1,053,285 
383,063 

810,043 
050^487 
670,010 
50(<886 

609^046 

384.450 

687,714 

1,113,244 

60,500 
106,500 
20,020 
200,027 
44,300 
24,036 
61,224 
11,808 

138,128 
140,656 
452,856 

12,414 
5  766 

10,770 

.     17,742 

1,701 

8,823 

90,368 
21  174 
167,495 

488,603 
636,025 
920,823 
184,677 
401,886 

617;  538 
1,987,351 
'677^481 
126  760 
546,248 
783,207 
2821457 

4,602 

«.^ 

110,472 
44,661 
180,054 
128,483 
363,230 
166^164 

218,714 
253,620 
228,281 
21^818 

266^185 
106,055 
234,000 
802,816 

33,975 
43,084 
14,162 
70,658 
16,240 

0,811 
13,170 

4.095 

42,010 
38,472 
138,868 

1,553 
'754 
1,087 
2,042 
261 
1,137 

8,808 
2,650 
21,020 

44,828 
50,888 
77,271 
14,302 
34,670 

52,436 
124,081 
57  665 
11,614 
37,635 
53,858 
25,247 

603 
6,042 
42 
H613 
5,100 
20,663 
13,477 
30,813 
12,616 

16,408 
10,662 
10,373 
15,870 

16,574 
14,527 
21,016 
84,235 

3,000 
3,040 
1,264 
7,166 
1,502 

843 
1,184 

621 

4,782 
4,219 
12,581 

24,201 
10,083 
14,500 
30,661 
4,074 
16,552 

121,881 

40,572 

320,406 

667,380 
800,070 
1,746,040 
220,462 
422,066 

1,083,143 

3,685,781 

1,216,005 

186,021 

0r2,384 

1,700,774 

601,600 

11,602 

77,152 

454 

231, 170 

62,603 

427,542 

302,401 

623,318 

103,610 

450^266 
606,528 
568,328 
643,728 

306,386 
254,630 
361,388 
602,470 

60,576 
87^406 
26,042 
163,015 
26,705 
14,010 
33,783 
10, 131 

78,027 
83,431 
304,967 

87,156 

Xf»  nampfrhlre  , 

45,237 

vennoSt         ::::..:. 

04,821 

M»w4nmtts 

103,018 

Bbodelsiaiid 

14,088 

Cooneetteut 

58,372 

KkkOe  AUamie: 

New  York            

666,170 

New  Jeney 

147,005 

P"»nfylvanfa ^ 

077,637 

Eirt  North  Central: 

^)ido........... ........... 

3,105,627 

^"dfma 

3,613,006 

nUodis                         

4,686,362 

iiMiinin 

1,245,838 

Wt«r^sin  / 

1,800,331 

WcA  North  Cintral: 
Minnnota. 

1,520,257 

i<wa.v3::':::::::::::.. 

7,645,858 

4,438,104 

North  Dakota. 

331,603 

Son^  T^akota 

1,000,721 

N«fani<;ka 

3,435,724 

kS«?;.::::":::::::::. 

3,000,157 

&ath  Atlantic: 

Delsware                

40,260 

Mtrrland    

301,588 

DbUct  of  Columbia 

Vi»0nia                   

666 
707,636 

Wftit  Virginia 

328,188 

North  Carolina           

1,227,626 

SoDth  Carolina           

665,211 

Georsia 

^'^?^Si 

^Si           :  .... 

810,060 

I4st  South  C«itral: 

Kentaekv               

1,401,816 

Tennessee 

AHbania                 

1,387,038 
1,266,733 

MisslXni 

1,202,110 

Wen  South  Centrai: 

Arkansas             

1,518,047 
1,327,605 

I.mi«iAnA 

Okkihmna                 

^'SJ'22 

tSsT^ .... 

2,336,368 

ItanS; 

Montana 

00,261 

Idaho                    

178,346 

33,047 

c<fi^ ::::::!! 

170,204 

NewMfflrico 

46,400 

AiUona 

17,208 

Utah-.                 

64,286 

Nevada "* 

28,160 

Wii«hinptmi             

206,186 
217,577 

oSSr ::::::... 

CaUlariiia..I.;.' 

766,551 
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Sheep  and  Goats  ok  Farms  in  the  United  States. 

Washington,  D.  C,  June  J5,  1921. 
The  Bureau  of  the  Census,  of  the  Department  of  Conjmerce,  announces 
subject  to  correction,  the  following  preliminary  figures  from  the  1920  censu 
of  agriculture  for  the  United  States,  with  comparative  figures  for  1910. 

Sheep  and  goats  on  farms  in  the  United  States,  1920  and  1910. 

Sheep  on  farms  Jan.  1.  1920,  total  number 34. 984, 52 

Lambs  under  1  year  of  age 8.931,  70 

Ewes  1  year  old  and  over 23,462,68 

Rams  1  year  old  and  over 826,  37 

Wethers  1  year  old  and  over 1,494,03 

Unclassified 269,  72 

Sheep  on  farms  Apr.  15,  1910,  total  number 52, 447,  86 

Spring  lambs 12. 803, 811 

Sheep  born  before  Jan.  1,  1910 39,644,041 

Goats  on  farms  Jan.  1,  1920,  total  number ,^    3, 426,  50 

Kids  under  1  year  of  age,  raised  for  fleeces 530,  7® 

Goats  1  year  old  and  over,  raised  for  fleeces 1, 569, 83 

All  other  goats l,325,90j 

Goats  on  farms  Apr.  15.  1910 2,915,121 

The  number  of  sheep  on  farms  In  the  Unted  States  on  January  1,  192(] 
according  to  the  Fourteenth  Census,  was  34.984,524.  The  number  include^ 
8,931,705  lambs  under  1  year  of  age,  23,462,689  ewes  1  year  old  and  over 
826,373  rams  1  year  old  and  over,  and  1,494.032  wethers  1  year  old  and  over. 

The  number  of  goats  reported  for  the  same  date  was  3,426,506,  Includiui 
530,763  kids  under  1  year  of  age,  raised  for  fleeces,  1,569,834  goats  1  year  ol 
age  and  over,  raised  for  fleeces,  and  1,325,909  other  goats — goats  and  kids  ol 
all  ages  not  kept  for  their  fleeces. 

CX)MPABISON  WITH   1010. 

The  number  of  sheep  reported  at  the  census  of  1910  was  52,447,861,  but  th^ 
change  in  the  date  of  enumeratfon  from  April  15  in  1910  to  January  1  in  192< 
must  be  taken  into  account  in  making  any  comparisons  between  the  two  yeard 
The  1920  census,  taken  as  of  January  1,  was  too  early  to  include  any  spring 
Iambs,  while  the  1910  census,  taken  as  of  April  15,  included  12,803,815  lambd 
bom  between  January  1  and  April  15,  1910.  On  the  other  hand,  the  shee^ 
enumerated  as  of  January  1,  X920,  included  large  numbers  of  animals  destined 
to  be  slaughtered  or  marketed  before  April  15. 

The  relative  importance  of  these  two  factors  resulting  from  the  change  in 
the  date  of  enumeration  varies  from  State  to  State.  In  some  States  the  number 
of  lambs  bom  during  the  flrst  three  and  one-half  months  of  the  year  would 
greatly  exceed  the  number  of  sheep  and  older  lambs  slaughtered  or  sent  to 
market,  while  in  other  States  the  number  of  sheep  slaughtered  during  this 
period  might  almost  offeet  the  number  of  lambs  born. 

Taking  as  a  basis  of  comparison  the  sheep  reported  in  1910,  exclusive  of 
spring  lambs,  the  figures  for  the  United  States  as  a  whole  show  a  decrease  of 
4,659,522  sheep  between  1910  and  1920.  The  actual  decrease,  however,  after 
due  allowance  has  been  made  for  sheep  slaughtered  as  well  as  for  spring 
lambs,  is  considerably  more  than  this,  but  less  than  the  difference  between 
the  total  number  of  sheep  reported  in  1910  and  the  number  in  1920. 

The  total  number  of  goats  reported  at  the  1910  census  was  2,915,125.  As 
compared  with  this  figure,  the  number  of  goats  reported  for  1920  represents 
a  nominal  increase  of  511,381.  The  actual  Increase,  after  making  allowance 
for  the  change  in  date  of  enumeration,  is  doubtless  considerably  less  than  that 

BANK   OF  IMPORTANT   STATES. 

Six  States  reported  more  than  2,000,000  sheep  on  farms  for  January  1,  1920* 
as  follows:  Texas,  2.552,412;  California.  2,400,151;  Idaho,  2,356,270;  Ohio, 
2,102,550 ;  Montana.  2.082,919 ;  and  Oregon,  2,002,378. 

The  States  reporting  the  largest  numbers  of  goats  were  Texas,  with  1,706,006; 
New  Mexico,  with  226.862;  Arizona,  with  161,124;  Oregon,  with  133,685;  Ar- 
kansas, with  123,800;  ^fissouri,  with  121,012;  and  California,  with  115,759. 
These  seven  States  are  also  among  those  reporting  the  largest  numbers  of 
goats  kept  for  fieeces. 
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Ao  ezamiBatlon  of  the  Statistical  Abstract  of  the  United  States  and  of  the 
reports  of  the  Bureau  of  Markets  from  time  to  time  will  show  that  the  estimates 
that  are  made  of  the  number  each  year  between  census  periods  are  generally 
excessive  and  necessarily  are  mere  estimates.  The  most  accurate  figures, 
therefore,  are  those  issued  by  the  Bureau  of  the  Onsus.  Any  deductions 
drawn  from  the  estimates  of  the  Bureau  of  Markets  from  the  years  closest 
to  the  c^isus  dates  should  at  least  be  modified  accordingly.  The  estimates  are 
doubtless  the  best  that  can  be  made  from  the  data  obtainable,  and  what  I 
say  is  not  said  In  a  spirit  of  criticism,  but  merely  to  point  out  the  fact 

The  tgures  obtained  from  the  markets  as  to  the  number  inspected  at  the 
slaughtering  establishments  under  Government  inspection  afford  the  best 
barometer  of  the  live  stock  supply  converted  into  meat. 

Seventh.  I  submit  herewith  a  statement  taken  from  the  Interstate  Ck)mmerce 
Commission's  sununary  of  freight  commodities  statistics  of  Class  I  roads  for 
the  quarter  ended  March  31,  1921,  showing  the  revenue  freight  originating  afid 
the  revenue  freight  carried  in  the  western  district  by  Class  I  roads,  by 
uimiber  of  carloads  and  the  number  of  tons  of  the  different  commodities.  As 
explained,  this  shows  the  importance  of  the  live-stock  business.  It  should  be 
stated  in  this  connection  that  the  top-miles  are  not  given,  because  this  record 
Is  not  now  kept  in  the  reports  given  to  the  Interstate  Commerce  ComiAission. 
The  statement  does  not  therefore  show  the  relative  services  performed,  which,  by 
retscm  of  the  longer  distance  movement  of  live  stock  than  the  average,  is 
greater  than  the  relative  number  of  tons  and  carloads. 

Ab  stated  by  me  in  oral  argunoent,  the  agricultural  producer  always  pays  the 
frei^t  on  his  articles  deducted  from  the  account  sales,  and  all  of  the  com- 
modities which  move  to  him  as  a  matter  of  common  knowledge  come  with  the 
freight  added.  This  table  will  enable  one  to  observe,  therefore,  the  quantities 
that  are  moved  where  the  freight  Is  added  and  which  the  consumer  has  to  pay. 
This  would  include  agricultural  implements,  vehicles,  and  all  of  the  other 
commodities  which  the  farmer  consumes.  From  this  it  results  that  the  in- 
creased rate  of  freight  during  and  since  the  war  is  a  double  burden  upon 
agriculture.    The  statement  is  as  follows : 


Summary  of  freight  commodity  statistics  of  Class  I  roads  for  the  quarter  ended 

Mar.  SI,  1921. 

fCte  I  roads  are  those  having  annaal  operating  revenues  above  $1,000,000,  western  dtetrlct;  average  num- 
ber of  miles  of  road  operated,  131,751.81.] 


Commodity. 


PBODOCre  OF  AOBICULTUBB. 


▼b«L.. 
Can.... 
OtU.. 


Other  giiln 

JVwwMlmeal 

Other  min  products 

Ha^ttriw,  and  allaUa.. 

Couon... 


CjttoQ  seed  and  products,  except  oD. 

Otna  fruits 

OUwrfrwh  fruits. 

J«Uo«. 

OOwr  fresh  TcgiMables 

Dried  fruits  ami  vegetables 

Other  products  of  agrlcultore 


Total. 


PBODUCT8  OP  AMUCALS. 


^«nei  and  mules 
2^  sod  calves. 
jMpsndgoaU.. 


Other  paekln?  house  products.. 


Revenue  freight  orifd- 
nating  on  respond- 
ent's road. 


Total  revenue  freight 
carried. 


Number  of 
carloads. 


109,642 
08,481 
29,644 
27^430 
57,566 
42,086 
71,556 

1,513 
87,810 
82,834 
12,588 
11,172 
26,097 
13,122 

8,982 
22,905 


8,378 


7,914 
121,906 
16,834 
122,502 
30,886 
13,228 


2S?J?!;iSfi  Number  Of 
^^5^«»|cari«ids. 


4,303,801 

3,624,976 

9^.751 

918,333 

1,615,604 

1,031,314 

925,568 

21,102 

517,416 

797,341 

220,175 

178,058 

475,775 

163,200 

111,216 

681,601 


16,670,231 


182,341 
133,494 
41,810 
42,126 
84,736 
61,971 
96,735 
2,417 
n,088 
46,367 
49,969 
84,795 
66,774 
47,501 
11,765  ; 
38,343 


Number  of 
tons  (2,000 
pounds). 


7,264,858 

6,017,303 

1,390,272 

1,369,981 

2,399,542 

1,618,258 

1,257,284 

36,115 

1,015,937 

1,136,390 

864,642 

530,157 

1,082,422 

606,437 

329,595 

1,022,180 


1,002,230  '    26,791,373 


91,085 

10,661 

1,421,335 

144,870 

167,316 

23,883 

1,137,905 

136,335 

401,656 

34,939 

229,663 

18^501 

123,701 
1,096,136 

245,881 
1,270,975 

457,393 

318,761 
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Summary  of  freight  commodity  statistics  of  Class  J  roads  for  the  quarter  cndc\ 
Mar.  SI,  1521— Continued. 

[Class  I  roads  are  those  having  annaal  operating  revenues  above  $1,000,000,  western  district;  average  nan 
ber  of  miles  of  road  operated,  131,751.81.) 


Commodity 


PBODUCTS  or  ANIMALS— continued. 


Poultry. 


Batter  and  cheese 

Wool 

Hides  and  leather 

Other  products  of  animals . 


Total.. 


PRODUCTS  OP  MINES. 


Anthracite  coal 

Bituminous  ooal 

Coke 

Iron  ore 

Other  ores  and  concentrates. . 

Base  bullion  and  matte 

Clay,  gravel,  sand,  and  stone. 

Crude  petroleum 

Asphaitum , 

Saft 

Other  products  of  mines 


Total.. 


PRODUCTS  OP  TOREOTS. 


'Logs,  posts,  poles,  and  cordwood . 
Ties.. 


Pulp  wood 

Lumber,  timber,  box  shooks,  staves,  and  headings . 
Other  products  of  forests 


Total. 


MANUPACTURES  AND  MISCELLANEOUS. 


Refined  petroleum  and  its  products 

Vegetable  oils :. 

Sugar,sirup,  glucose, and  molasses 

Boats  and  vessel  supplies 

Iron,  pig  and  bloom 

Rails  and  fastemngs 

Bar  and  sheet  iron,  structural  iron,  and  iron  pipe 

Other  metals,  pig,  bar,  and  sheet 

Castings,  macmnery,  and  boilers 

Cement 

Brick  and  artificial  stone 

Lime  and  plaster 

Sewer  pipe  and  drain  tile.... *.!".! !.!..! \ \ 

Agricultural  implements  and  vdiicles  other  than  auto- 
mobiles  

Automobiles  and  autotrucks 

Household  goods  and  secondhand  furniture 

Fiuniture  (new) 

Beverai;^ 

Ice 


Fertlliters  (aU  kinds) 

Paper,  printed  matter,  and  books 

Chemicals  and  explosives 

Textiles 

Canned  goods  (all  caimed  food  products) . 
Other  manufactures  and  miscellaneous. . . 


Total. 


Grand  total,  carload  traffic 

Merchandise— all  less  than  carload  freight . 


Revenue  freight  origi- 
nating on  respond- 
ent's road. 


Number  of 
carloads. 


2,967 
6,613 
3,009 
521 
2,495 
3,713 


332,588 


6,585 

286,970 

8,274 

7,897 

30,622 

1,865 

118,338 

28»198 

1,511 

8,891 

3,015 


482,166 


153,105 
22,121 
59,866 

112,073 
6,291 


353,456 


124,830 

5,082 

14,308 

55 

1,909 

2,175 

13,466 

2,854 

10,077 

20,420 

16,874 

7,194 

8,121 

13,953 

11,302 

21,860 

3,282 

3,328 

23,798 

7,479 

2,979 

8,109 

672 

9,603 

94,447 


428,177 
2,189,765 


Orand  total,  carload  and  less  than  carload  traffic 


Number  of 
tons  (2.000 
pounds). 


33,550 
74,245 
38,631 
7,812 
59,013 
93,759 


3,755^970 


251,207 

11,856,137 

254^462 

397,709 

1,657,184 

80,193 

5,437,231 

1,022,558 

51,861 

231,295 

130,618 


21,370,455 


4,812,853 

708,030 

2,069,364 

3,207,322 

137,543 


10,935,112 


3,581,452 

149.828 

436,756 

851 

85,311 

85,249 

40^330 

98,399 

195^219 

773,218 

682,702 

.  181,327 

150,697 

206,496 
80,598 

234,879 
34,239 
67,486 

725,550 

193,812 
74,290 

255,737 
11,975 

224,292 
2,150,658 


Total  revenue  f^-eight 
carried. 


isTrimKAf  ftf  t  Number  o 
^^S^  tons(2,00< 
^""^-      pounds). 


4,361 
9,260 
4,443 
1,442 
4,218 
7,267 


400,180 


10,973 

455,601 

16,339 

12,427 

43,457 

5,088 

154,237 

66,957 

3,170 

16,866 

13,246 


788,361 


170,892 
34,883 
83,930 

254,663 
10,203 


554,571 


240,595 
10,571 
32,681 
.   191 

4,836 
U,669 
63,401 

9,753 
25,447 
33,561 
26,823 
12,  M2 
11,564 

26,578 
32,804 
35.642 

7,939 

5,208 
26,448 
10,250 

9,909 
15,821 

2,351 
19,507 
183,956 


10,990,351  !       860,531 


63,722,119  1 
3,102,595  > 


3,605,873 


66,824,714 
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ITie  Chairman.  Mr.  Mercer,  we  will  be  glad  to  hear  from  you. 

STATEHEFT  OF  MB.  J.  H.  MEBCEB,  FAEMEE,  TOPEKA,  KANS. 

The  Chaibman.  Mr.  Mercer,  give  your  name  to  the  stenographer 
for  the  benefit  of  the  record,  and  your  residence  and  occupation. 

Mr.  Mebcer.  J.  H.  Mercer,  Topeka,  Kans.  Occupation,  farmer.  I 
am  here  as  a  representative  of  the  National  Live  Stock  Shippers' 
League  and  also  the  Kansas  Live  Stock  Association,  which  is  a  stock- 
farmers'  organization  of  our  State  of  15,000  members.  What  little  1 
wiU  call  the  commission's  attention  to  will  largely  relate  to  the  live- 
stock situation,  it  being  so  related,  however,  to  all  agricultural  mat- 
ters that  it  is  realy  representing  the  entire  agricultural  situation. 
Of  course,  I  will  not  go  into  matters  as  to  transportation,  like  Judge 
Cowan  has,  but  I  want  to  tell  you  my  views  affecting  the  agricul- 
tural and  live-stock  industries  of  our  country,  and  especially  of  our 
western  country. 

I  am  not  going  to  discuss  at  length  the  freight-rate  question.  We 
came  out  of  the  war  with  a  railroad  situation,  as  presented  by  the 
carriers,  in  a  deplorable  condition.  That  propaganda  was  spread 
throughout  the  entire  countrv.  I  happened  to  be  present  when  the 
railroad  heads  appeared  before  the  committee  of  the  Senate  and 
illustrated  that  situation ;  and  by  reason  of  that  situation  the  present 
law  was  passed  in  response  to  the  appeal  of  the  railroad  heads  for 
help.  I  recall  a  statement  then  made  that  if  the  Government  did 
not  come  to  the  aid  of  the  carriers  that  the  transportation  industry 
of  this  country  would  break  down ;  that  their  credit  was  gone  and 
they  needed  capital.  And  I  remember  very  distinctly  their  claim 
that  they  needed  money  with  which  to  build  800,000  freight  cars  with 
which  to  transport  the  traffic  of  this  country. 

Now,  gentlemen,  this  Congress  did  come  to  their  relief  and  passed 
a  law  which,  to  my  mind,  is  bad, 

I  do  not  believe  that  the  railroads  of  this  country  have  any  more 
light  to  come  to  Congress  and  ask  it  to  ^arantee  them  an  earning 
on  their  business  than  the  farmer  of  this  country  has.  I  am  not 
here  to-day  appealing  to  you  to  do  that,  although  I  know  the  farmer 
is  in  a  much  worse  condition  to-day  than  the  railroads  of  the  country 
were  a  year  a^o.  We  do  not  ask  that.  We  do  ask,  however,  that  you 
undo  some  things  that  have  been  done,  and  the  law  referred  to  by 
Judge  Cowan  is  one  of  them. 

I  would  muoh  rather  see  this  Congress  abolish  the  Interstate 
Commerce  Commission  law  and- do  away  with  it  entirely  and  turn 
the  railroads  of  this  country  loose  to  go  back  to  where  they  were 
before  there  ever  was  an  Interstate  Commerce  Commission  than  to 
see  the  situation  go  on  as  it  is  to-day.  The  commission's  hands 
are  tied.  There  is  no  question  about  that.  The  commission  held 
hearings  in  a  case  pending  before  them  relating  to  the  reduction  of 
rates  on  live  stock.  The  case  was  heard  at  Denver  and  at  Chicago. 
The  examiner  who  heard  that  case  recommended  to  the  commission 
that  the  rates  be  reduced.  The  industry  of  the  country  is  still  suf- 
fering, as  it  was  at  that  time,  but  there  has  been  nothing  done,  nor, 
in  my  judgment  will  there  be  anything  done  unless  the  carriers 
themselves  concede  to  the  reduction  being  made,  because  it  is  no 
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trouble  under  the  present  law  for  them  to  show  that  they  are  no 
making  anywhere  near  the  earnings  on  the  business  that  the  law  per 
mits  them  to  make.  So  I  say  that  that  is  worth  while  being  con 
sidered.  I  want  to  bring  to  your  attention,  if  you  do  not  alreadi 
know  it,  that  instead  of  wanting  800,000  cars  to  move  the  traffic  o 
this  counfry,  I  presume  there  are  that  many  cars  setting  idle  on  th< 
side  tracks  of  the  carriers  in  the  United  States,  to-day. 

That  is  about  all  I  want  to  say  about  the  railroad  situation 
Although  I  want  to- illustrate  this  by  saying  that  at  the  time  th 
increase  of  rates  was  allowed  a  year  ago,  and  to  concede,  for  thi 
sake  of  argument,  that  they  were  reasonable  then,  which  we  con 
tended  that  they  were  not,  they  are  unreasonable  to-day  as  relating 
to  agricultural  products,  because  the  value  of  agricultural  product 
have  been  cut  more  than  half  in  two  since  that  time. 

A  year  ago  when  these  rates  went  into  effect,  a  certain  brand  ol 
cattle,  known  as  the  Belle  Brand  of  cattle  from  Texas,  that  wer^ 
shipped  in  to  our  State  for  grazing  purposes,  sold  on  the  market  at 
Kansas  City  for  $16.25  a'  hundred  on  the  22a  day  of  July.  On  th 
26th  day  of  July  of  this  year  that  same  identical  brand  of  cattle 
owned  by  Landergin  Bros,  of  Amarillo,  Tex.,  grazed  in  the  sam^ 
pastures,  weighing  about  70  pounds  more  to  the  head,  sold  for  $7M 
a  head.  So  you  may  see  what  the  reduction  is  in  the  price  of  meal 
animals. 

Furthermore,  the  consuming  public  is  not  getting  anything  lib 
the  full  measure  of  the  benefits  of  the  terrific  onslaught  in  reduc 
tion  in  prices  that  the  farmer  is  undergoing. 

Representative  Ten  Eyck.  What  is  the  cost  of  transportinj 
those  cattle  on  the  railroad  ? 

Mr.  Mercer.  Do  you  mean  a  hundred? 

Bepresentative  Ten  Eyck.  Yes,  per  hundred. 

Mr.  Mercer.  Well,  I  will  give  you  the  cost  from  the  shipping  jwini 
in  Kansas  to  the  market.  I  will  give  it  on  the  minimum  weignt  of  i 
car  of  22,000  pounds.  From  Eureka,  Kans.,  where  these  cattle  wert 
loaded^  to  the  Kansas  City  market  the  rate,  plus  the  war  tax,  is  $48.7^ 
but  prior  to  the  advances  $26.75  per  car. 

Representative  Ten  Eyck.  On  the  car? 

Mr.  Mercer.  A  car;  that  is,  plus  the  war  tax.  Of  course,  the  wai 
tax  is  3  per  cent. 

Representative  Ten  Eyck.  Well,  that  carload  contains  11  tons  and 
costs  you  $48.72  transportation  charge.  That  is  very  small  in  propori 
tion  to  the  amount  of  shrinkage,  from  $15  a  hundred  to  $7.60  a  nun^ 
dred,  isnt  it? 

Mr.  Mercer.  Dovou  mean  as  to  the  value  of  these  cattle? 

Representative  Tbn  Eyck.  Yes. 

Mr.  Mercer.  We  are  not  here  contending  that  the  whole  thing  lies 
in  the  railroad  rates  of  the  country.  I  said  that  I  was  not  going  to 
discuss  it  from  that  viewpoint.  Congressman. 

Representative  Ten  Eyck.  Mind  you,  perhaps  your  railroad  rate 
ought  to  be  decreased ;  but  the  question  that  the  commission  is  inter- 
ested in  is  where  the  difficulty  in  connection  with  this  matter  lies  and 
why  this  situation  exists  and  what  we  can  do  to  readjust  conditions. 

Mr.  Mercer«  Transportation  costs  is  one  of  the  great  elements  that 
enters  into  it,  you  understand.    The  same  cattle  had  paid  two  rates 
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from  the  breeding  country  of  the  Southwest — ^first,  to  the  Amarillo 
country,  as  was  illustrated  here  by  Judffe  Cowan,  and  then  on  to 
Kansas,  and  from  Kansas  to  the  market.  jN  ow,  probably  the  rates  on 
those  cattle,  all  told,  from  the  starting  point  to  the  market  would 
be  aronnd  $11  a  head. 

Understand,  the  cost  of  production  enters  into  the  live  stock.  If 
the  net  eaming|s  on  the  business  could  be  maintained  along  with  the 
increase  of  freight  rates  that  would  be  all  *  that  the  producer  could 
ask  for.  And  what  I  wanted  to  illustrate  in  bringin/^  that  to  your 
attention  was  this,  that  though  that  rate  was  reasonable  at  the  time 
it  was  put  into  effect  it  is  unreasonable  now  b^ause  of  the  great 
slump  in  values. 

We  can  not  understand  why  the  prices  of  agricultural  products  of 
this  country  have  been  reduced  the  way  they  nave  when  there  is  no 
OTeq)roduction  in  this  country  with  live  stock.  But  everything  pro- 
dncwi  on  the  farm  has  been  cut  in  two  in  price  and  more. 

Now,  we  think  that  Congress  could  do  something  along  this  line 
for  relief.  And  let  me  illustrate  what  I  mean  by  this.  I  don't 
thiuk  that  Congress  should  enter  into  the  fixing  of  prices  at  all.  I 
am  opposed  to  anything  of  that  kind,  but  we  think  that  some  sort 
of  a  propaganda  should  be  sent  out  over  the  country  similar  to  that 
which  was  sent  out  by  the  Food  Administration,  as  to  the  necessities 
of  the  country,  as  to  what  the  people  should  do,  and  as  to  what  we 
should  produce.  When  the  propaganda  was  sent  out  during  the  war 
it  was  responded  to  in  almost  every  particular. 

Xow,  we  think  that  the  most  unfortunate  thing  that  befell  the 
farmers  of  the  country  was  the  fact  that  the  Food  Administra- 
tion ceased  to  function  when  the  war  closed.  The  propaganda  that 
was  started  here  in  Washington  for  lower  living  costs  amounts  to 
nothing,  gentlemen,  only  the  lowering  of  the  prices  of  the  farmers' 
product.  I  challenge  anyone  to  show  me  where  living  costs,  in  the 
West,  at  least — I  am  not  conversant  altogether  with  the  eastern  situ- 
ttion— have  been  reduced,  where  any  of  the  necessary  living  costs 
have  been  reduced  in  any  manner  since  the  armistice  was  signed. 

Now,  I  heard  the  discussion  this  morning  by  the  lady  as  to  cost 
of  living.  Gentlemen,  the  retail  business  of  this  country  is  holding 
its  prices  up  on  the  war  level.  Why?  They  are  doing  it  to  save 
themselves,  because  they  are  doing  no  business.  The  people  out  our 
way  are  not  buying  anything  except  what  they  have  to  right  now. 
And  why?  Because  you  taEe  away  the  purchasing  power  of  our 
farmers,  you  destroy  business,  and  that  is  what  is  causing  paralysis 
which  exists  in  busmess  all  over  that  western  country,  and,  I  pre- 
sume, up  this  way,  too. 

Some  people  have  said  the  farmer  "  made  tremendous  profits  dur- 
ing the  war."  We  will  admit  thev  made  some  profits  during  the 
var,  but  the  cost  of  production  followed  right  along  with  their 
prices.  Now,  that  cost  of  production  is  remaining  up  in  a  measure 
to-day,  and  especially  everything  that  has  to  do  with  fixed  charges. 
They  are  much  the  same  to-day  as  they  were  during  the  war.  And  in 
connection  with  freight  rates,  higher  now  than  before  and  during 
the  war,  and  there  are  other  things  that  are  higher  now  also. 

With  regard  to  yardage  and  commission  charges  relating  to  live 
«tock,  Congress  can  do  something  to  help  by  regulation.    We  do  not 
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want  to  see  industries  of  this  country  destroyed.  No  one  wants  that 
But  I  want  to  say  to  you,  gentlemen,  that  unless  sotnetliing  is  done  tc 
stimulate  the  live-stock  industi*y  in  the  United  States  you  will  sei 
less  live  stock  in  this  country  in  the  next  two  years  than  any  of  you 
men  who  are  anywhere  near  my  age  have  ever  seen,  because  the  men 
engaged  in  that  industry  can  not  keep  it  up.  They  are  having  to  quit 
Some  one  else  will  come  in,  it  is  true,  but  not  in  sufficient  numbers  tc 
keep  up  sufficient  production  for  the  people,  and  the  poor  people  oJ 
this  country  can  not  eat  meat  when  it  will  be  too  scarce  and  the  pric^ 
too  high. 

The  rate  of  interest  in  our  country  has  increased  about  30  to  3{ 
per  cent  since  the  close  of  the  war.  We  used  to  borrow  plenty  oi 
money  at  6J  and  7  per  cent,  I  have  spent  my  entire  life,  up  until  i 
few  years  ago,  farming  and  raising  and  feeding  hogs  and  cattle.  Anc 
I  have  borrowed  lots  of  money.  I  borrowed  money  at  around  6^ 
and  7  per  cent.  The  prevailing  rate  in  our  coimtry  was  from  6  to  i 
per  cent  prior  to  the  war.  Many  of  our  stockmen  are  trying  to  sav< 
themselves  to-day  and  are  paying  10  per  cent,  and  commissions  be 
sides,  in  order  to  get  the  loan.  Now,  then,  if  Congress  could  do  some 
thing  to  help  our  banks  to  provide  some  means,  by  authorizing  th< 
War  Finance  Corporation  to  function  in  that  capacity,  it  will  be  i 
benefit.  But  this  relief  wants  to  reach  the  banks  in  communities 
where  the  industry  is  carried  on. 

Now,  you  take  a  man  who  has  a  cowherd,  for  instance.  If  thai 
man  is  forced  to  liquidate  and  pay  his  debts  to-dav  it  would  entirely 
wipe  out  his  business,  whereas  if  that  man  could  be  extended  credit 
even  though  that  security  will  not  be  in  line  with  what  might  b^ 
classed  as  sound  by  some  bankers,  in  a  few  years'  time,  gentlemep 
this  man  will  be  back  on  his  feet  again. 

All  live-stock  prices  to-day  are  below  the  prices  of  a  general  aver 
age  of  10  years  previous  to  the  war,  excepting  hogs.  Prices  of  hogs 
in  the  last  two  or  three  months  have  advanced  about  $2.50  a  huni 
dred,  and  that  puts  the  price  a  little  above  the  average  of  a  10-yea| 
period  previous  to  the  war. 

The  price  illustrated  just  a  moment  ago  is  indicative  of  every  sin 
gle,  solitary  kind  of  live  stock  that  is  sold  on  the  market.  Especiallj 
the  common  kind  is  considerably  more  than  cut  in  two. 

Take  what  we  call  canner  cows,  that  really  ought  to  be  kept  on  th^ 
farm  yet  a  while,  but  are  forced  to  be  shipped  because  our  people 
have  got  to  have  some  money.  I  have  seen  some  sold  on  the  Kansas 
City  and  the  Wichita  market  in  the  last  60  days  for  a  cent  a  poundj 
hardly  enough  to  pay  the  freight. 

The  Chairman.  Mr.  Mercer,  are  you  under  the  impression  tha( 
generally  speaking  the  cattle  receipts  are  now  abnormally  large  ? 

Mr.  Mercer.  No,  sir,  Mr.  Chairman,  the  receipts  at  seven  ol 
eight  of  our  packing  markets  which  reflect  the  isituation  in  this 
country,  are  about  800,000  head  less  during  the  seven  months'  perio(| 
of  this  year  than  the  same  period  last  year,  and  last  year  there  wafl 
a  considerable  reduction  in  receipts  under  the  year  previous. 

The  Chairman.  Well,  does  that  indicate  that  people  have  been 
forced  to  sell  their  cattle  to  get  credit  to  carry  them? 

Mr.  Mercer.  Absolutely  so.  There  are  two  reasons  for  it,  Mr. 
Chairman.  One  is  that  cattle  can  be  liquidated  into  cash.  You  can 
send  cattle  to  market  and  get  the  cash  for  them.  Farmers  have  to 
have  something  to  live  on  and  to  pay  their  taxes  with  and  other  debts. 
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The  Chairman.  Well,  if  receipts  have^allen  off,  that  does  not  in- 
dicate that  anybody  has  been  forced  to  sell  cattle  in  larger  quantities 
than  normally. 

Mr.  Mebcer.  WelL  Mr.  Chairman,  it  indicates  that  they  are  quit- 
ting the  business.  That  is  what  I  want  to  illustrate  to  you.  They 
are  quitting  the  business.  Now,  take  the  calf  receipts.  Go  back  over 
a  period  of  years  and  take  the  supply  of  calves  at  markets,  the  normal 
supply  of  calves  that  were  shipped  from  dairy  cattle,  etc.  In  the 
last  two  years  the  shipment  of  calves  to  market  has  more  than 
doubled.  That  indicate  that  they  are  doing  away  with  their  herds 
because  they  can  not  keep  them,  they  can  not  hold  them. 

The  Chairman.  Well,  they  were  not  doing  away  with  their  herds 
in  1919,  were  they? 

Mr.  Meecer.  They  commenced  to,  yes,  sir.  The  prices  of  cattle* 
commenced  to  go  down  in  June  of  1919. 

Senator  Capper.  Are  the  breeding  animals  still  going  to  market? 

Mr.  Mercer.  Oh,  yes ;  lots  of  them.  Yes,  Senator,  lots  of  them 
are  going  to  market.  It  depends,  of  course,  a  good  deal  on  the 
banker,  whether  he  can  tide  the  cattleman  over  with  a  loan.  The 
cattlemen,  and  especially  the  large  producers  of  -cattle,  are  very 
keavy  borrowers.  And  if  a  banker  has  to  have  his  monev,  why  the 
cattleman  is  compelled  to  make  some  arrangement,  eitner  to  get 
his  money  some  place  else,  or  ship  his  cattle. 

I  do  not  want  to  leave  the  impression  with  you  gentlemen  that 
there  is  very  much  of  that  being  done  right  now.  I  think  that  there 
is  a  tendency  throughout  the  entire  western  country  to  help  save 
these  herds  as  much  as  possible,  and  I  think  the  banks  are  making 
eyery  effort  they  can.  In  fact,  I  know  the  banks  are  taking  this 
position,  which  they  have  to  take  to  save  themselves.  There  are 
many  of  these  herds  on  which  they  hold  mortgages,  that  would  not 
py  the  debt,  and  there  is  nothing  back  of  it  to  pay  the  debt,  so  the 
owiks  are  doing  all  they  can  to  nold  them  and  let  them  work  out, 
wUdi  is  the  only  thing  for  them  to  do.  If  they  were  forced  to 
liquidate  there  would  be  a  good  many  banks,  in  my  jud^ent,  that 
would  have  to  close  their  doors ;  that  is,  if  they  comphed  strictly 
▼ith  the  laws. 

Senator  Capper.  Mr.  Mercer,  aside  from  the  present  emergency,  I 
would  like  to  ask  you  what  your  view  is  as  to  the  need  of  an  interme- 
diate credit  system,  between  the  short-time  commercial  paper  we  now 
have,  and  the  long-time  farm  loans — an  intermediate  credit  system 
that  wiD  provide  ftmds  for  the  farmer  and  the  stockman  for  a  period 
of  one,  two,  and  three  years  ? 

Mr.  Mercer.  Well,  it  is  needed,  Senator,  very  much.  It  is  needed 
iM>w  more  than  ever  before  to  take  care  of  the  breeding  cattle  espe- 
rially.  Loans  are  made  by  the  banks,  under  the  banking  rules  and 
laws,  for  about  a  six  months'  period.  Well,  it  takes  about  three  years 
to  produce  a  steer.  We  will  say  it  takes  an  average  of  three  years. 
Of  course  when  a  man  starts  a  cow  herd  he  probably,  to  begin  with 
>t  least,  has  a  pretty  fair  understanding  with  his  banker  or  the  loan 
agent  that  he  will  extend  that  paper. 

Now,  then,  sometimes  it  has  been  known,  and  especially  in  the  latter 
part  of  1919,  which  you  referred  to,  that  thousands  of  herds  were 
shipped  to  market ;  tney  were  absolutely  compelled  to  ship  them  to 
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market  to  liquidate  and  n^se  money  with  which  to  meet  the  debt 
The  banker  in  ordinary  times  renews  that  paper.  But  now  we  have 
largely  to  appeal  to  our  reserve  system,  whereas  it  used  to  be  that  wc 
had  corresponding  loan  companies  in  the  East  that  took  care  of  this 
paper,  but  now  the  reserve  bank  handles  these  loans  and  might  call 
them.  They  must  consider  them  good.  I  don't  know  how  exten^ 
siveljr  they  are  doing  it  now,  but  I Tmow  they  did  do  it  a  year  or  s<i 
ago  m  our  district.  I  don't  think  they  are  doing  much  of  that  now 
because  they  probably  have  got  their  paper  better  secured  than  thej 
had  when  tnis  collapse  came.  But  this  herd  may  not  be  worth  thi 
purchase  price  now.  For  instance,  gentlemen,  it  used  to  be  the  cus- 
tom if  a  man  had  a  fair  credit  and  owned  a  farm,  or  had  a  good  man; 
other  assets,  that  he  could  borrow  the  purchase  price  of  his  cattle  from 
a  bank.  I  borrowed  the  purchase  price  of  many  herds  of  cattle  my- 
self from  the  banker  that  I  did  business  with. 

Well,  now  then,  in  1919,  if  I  had  gone  out  and  borrowed  the  pur- 
chase price  of  a  herd  of  cows  I  would  have  had  to  pay  about  $100  to 
$125  a  head  for  them,  on  the  general  average  of  an  ordmary  erade 
breeding  herd.  To-day  those  cattle  will  sell  from  $50  to  $65  a  Head ; 
that  is,  the  best  class.  So  you  see  the  collapse  that  has  come  in  th^ 
value  of  those  cattle  has  destroyed  all  the  equity  that  I  might  hav^ 
had  in  them.  But,  now  then,  if  that  banker  will  hold  on  to  that 
loan — carry  that  man  on — with  the  increase  in  the  herd,  and  becausd 
of  his  activity  and  his  determination  to  go  through  with  it  and  come 
out,  that  loan  will  be  good  after  a  while,  but  now  it  might  not  be.         ! 

The  Chairman.  Do  you  think  that  policy  is  being  generally  fol^ 
lowed  by  the  bankers  now?  ' 

Mr.  Mercer.  I  think  they  are  doing  everything  they  can;  yes.i 
They  are  out  in  the  western  country.  I  think  the  loan  organizations 
and  the  bankers  are  using  every  erfort  they  can  to  help  the  situation 
out  there.  The  only  great  trouble,  gentlemen,  in  our  country,  and  in 
the  Southwest,  that  I  am  familiar  with,  is  the  fact  that  the  bankers! 
have  not  the  money;  and,  as  I  say,  the  reserve  system's  rules  are,  we 
think,  pretty  ri^d.  I 

For  instance,  I  saw  a  statement  here  not  long  ago  going  out  from| 
our  district  which  said,  "You  are  to  make  no  loans  on  agriculture ^ 
unless  you  take  a  property  statement — a  rigid,  careful  property  state- 1 
ment — of  all  the  borrower  has,  on  all  loans  from  $500  up."  NowJ 
then,  I  don't  know  how  familiar  you  men  are  with  the  farmer's  life. 
but  I  want  to  say  to  you  that  that  pretty  near  exempts  him  from! 
borrowing  money  from  a  bank  that  has  to  use  the  reserve  bank  fori 
rediscounting  small  loans.  ! 

The  Chairman.  I  would  like  to  see  a  copy  of  that  circular,  because 
it  is  my  impression  that  the  rules  of  the  Federal  Reserve  Board  do  not 
require  a  property  statement  in  case  of  a  loan  which  amounts  to  less 
than  $5,000.  I 

Mr.  Mercer.  I  said  from  $5,000  up. 

The  Chairman.  I  thought  you  said  $500. 

Mr.  Mercer.  Yes ;  I  meant  from  $500  up.    Yes,  sir ;  $500  up. 

Representative  Ten  Eyck.  Is  it  $500  or  $5,000? 

Mr.  Mercer.  No:  I  meant  $500. 

The  Chairman.  I  would  like  to  see  a  copy  of  that  circular. 

Mr.  Mercer.  I  will  get  it,  Mr.  Chairman,  and  send  it  to  you.  I 
do  not  have  it  with  me,  but  I  will  get  it  and  send  it  to  you.    They 
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may  hare  changed  it,  however,  by  this  time ;  but  I  saw  and  read  the 
circular. 

Senator  Capper.  Mr.  Mercer,  have  you  had  any  suggestions  from 
the  bankers  out  in  that  country  as  to  how  the  present  credit  situation 
could  be  bettered  ? 

Mr.  Mercer.  Well,  the  only  suggestion,  iSenator,  that  I  have  had 
from  the  bankers  is  this,  that  if  they  could  provide  some  means  to 
^t  cheap  money,  without  such  rigid  requirement  as  to  securities^ 
and  ffet  help  through  that  channel,  they  could  handle  the  situation ; 
and  I  think  that  is  really  the  solution  of  it,  so  far  as  money  is 
concerned. 

The  bankers  of  most  communities  are  the  progressive  business  men 
of  that  community  and  have  the  welfare  and  the  progress  of  the 
community  at  heart  and  can  take  care  of  the  local  situation  much 
better  than  can  those  who  are  far  away  from  the  community.  Of 
course,  they  can  not  handle  the  community  affairs,  so  far  as  the 
quantity  of  money  is  concerned,  because  the  banks  are  limited,  and 
especially  the  country  banks  are  usually  of  small  capitalization. 
They  have  got  to  have  some  place  to  send  this  paper. 

I  recall  the  bank  out  at  Sitka,  Kans.,  with  whicn  you  are  familiar^ 
Senator  Capper.  That  is  a  little  shipping  station  out  there  of  a  few 
hundred  people.  There  is  a  lot  of  cattle  and  wheat  raised  out  there, 
and  also  a  lot  of  other  ^rain.  The  president  of  that  bank  told  me 
that  he  had  obligated  hunself  on  paper,  by  indorsing,  to  the  extent 
of  two  or  three  hundred  thousand  dollars,  outside  of  his  bank,  and 
that  he  had  even  mortgaged  his  own  ranch  in  order  to  get  funds  to 
loan  and  tak^  care  of  the  people  of  his  community,  the  citizens 
around  there — the  smaller  farmer  that  could  not  go  out  and  borrow 
Bwney  because  he  did  not  have  the  assets  to  put  up  for  security.  And 
that  is  indicative  of  the  situation  in  a  lot  of  western  localities  where 
they  are  far  out  from  the  central  banks.  And  this  bank,  gentlemen, 
am  only  go  so  far. 

One  of  the  very  largest  bankers  in  Kansas  City  told  me  the  other 
day  that  he  had  mortgaged  his  ranch — a  very  large  one — for  a  good 
many  thousand  dollars;  and  he  said,  "  I  mortgaged  it  to  get  funds  to 
take  care  of  lifelong  customers  of  this  institution.  They  have  not 
pot  the  credit  now,  nor  have  they  the  assets  back  of  them  to  make 
the  loans  that  they  need."    And  that  is  the  situation,  gentlemen. 

Representative  Ten  Eyck.  I  deduce  from  what  you  say  that  credit 
0-day  is  not  so  much  needed  in  the  cattle  industry  to  promote  sales, 
Jr  even  for  foreign  trade,  as  it  is  to  give  to  the  cattle  owners — the 
raisers  of  cattle — sufficient  funds  to  hold  their  cattle  so  as  to  keep 
n  the  business.    Is  that  your  idea  ? 

Mr.  Mercer.  That  is  my  idea. 

The  Chairman.  In  connection  with  the  statement  that  you  made  a 
tnoment  ago  with  reference  to  the  requirement  of  the  Federal  reserve 
l^nks,  that  a  financial  statement  accompany  the  loan  where  it  is 
oj'er  $500,  I  want  to  read  the  regulation  of  the  Federal  Beserve 
Koard,  which  requires  among  other  things  the  following : 

A  recent  financfal  statement  of  the  borrower  must  be  on  file  with  the  member 
«Bk  in  all  cases.  Except  ♦  ♦  ♦  if  ♦  •  ♦  the  aggregate  of  the  obUga- 
tlong  of  the  borrower  rediscounted  and  offered  for  rediscount  at  the  Federal  re- 
*^e  bank  by  the  member  bank  is  less  than  a  sum  equal  to  10  per  cent  of  the 
l»aid-in  capital  of  the  member  bank  and  is  less  than  $5,000. 
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Now,  the  effect  of  that  apparently  would  be  to  require  a  financial 
statement  only  in  such  cases  where  the  amount  borrowed  by  the 
cattleman  from  the  member  was  in  excess  either  of  10  per  cent  of 
the  bank's  paid-in  capital  or  in  excess  of  $5,000. 

Mr.  Mercer.  I  understand,  Mr.  Chairman,  that  is  all  right;  but 
isn't  also  authority  ffiven  the  district  managers  and  governors  to 
install  any  sort  of  rules  they  might  deem  advisable  as  to  the  conduct 
of  their  own  institutions? 

The  Chairman.  Well,  I  think  it  would  be  rather  imusual  for  a 
Federal  reserve  bank  to  make  any  different  requirement. 

Mr.  Mercer.  Well,  I  will  send  you  the  letter  and  you  can  read  it 
for  youreelf ,  Mr.  Chairman.  I  read  the  letter  and  1  know  where  I 
can  get  it,  and  it  was  an  instruction  to  a  member  bank  of  the  tenth 
reserve  district.  It  was  a  few  months  ago  that  I  read  this  letter. 
And  this  banker  told  me  then : 

Now,  that  eliminates  us  handling  paper  of  farmers  that  we  know,  because 
they  can.  not  comply  with  that,  they  can  not  give  such  property  statement 
They  are  already  borrowed  up  to  their  capacity.  And  the  statement  would 
show  that  that  loan  was  not  justififtble  under  the  regulation. 

I  don't  know  whether  that  prevails  in  other  districts  or  not.  You 
understand  that  we  feel  that  the  Federal  reserve  system  is  all  right 
if  the  bank  conducted  for  the  benefit  of  the  community  in  which 
it  is  located.  We  do  feel  that  there  has  been  too  much  of  a  tendency 
to  drift  this  money  eastward.  The  Government  itself  does  that,  no 
doubt  unintentionally,  but  it  has  happened,  and  I  will  illustrate 
to  you  what  I  mean  by  that.  They  Dorrow  money  and  they  loan 
money  to  the  Government,  and  in  that  way  have  dra\vi  throusands 
and  thousands  of  dollars  from  territories  that  needed  the  money. 

For  instance  the  rate  of  time  deposit  money  is  from  3  to  4  and 
maybe  4^  per  cent  in  some  instances.  The  Government  issued  a 
call  for  a  loan,  and  they  issued  certificates  guaranteeing  them  6  per 
cent.  We  know  that  there  were  very  few  business  men  but  what  go 
and  draw  out  their  time  deposits  from  the  bank  and  loan  it  to  the 
Government.  And  by  doing:  that  they  draw  the  deposit  from  that 
institution,  and  the  money  from  that  conmiunity. 

The  Chairman.  Well,  that  is  a  perfectly  sound  surmise,  but  it 
does  not  jibe  with  the  apparent  fact  that  the  time  deposits  of  the 
banks  have  during  all  of  this  period  increased  and  are  still  increas- 
ing, in  spite  of  the  fall  of  demand  deposits. 

Mr.  Mercer.  They  are  not  in  our  country.  Deposits  are  not  in- 
creasing anywhere  m  the  West,  I  do  not  lielieve.  Where  are  they 
increasing  in  the  West,  west  of  Chicago  ? 

The  Chairman.  Well,  I  think  they  are  increasing  everywhere. 

Mr.  Mercer.  Do  you  mean  that  time  deposits  are  increasing  in  the 
banks  all  over  this  country? 

The  Chairman.  Time  deposits,  yes;  take  the  country  over,  con- 
tinue to  increase,  notwithstanding  the  fall  in  the  demand  deposits 
that  has  taken  place  during  the  last  six  months. 

Mr.  Mercer.  Well,  I  have  not  looked  up  any  data  on  it  lately. 

Kepresentative  Ten  Eyck.  What  reserve  bank  is  this  you  are 
speaking  of? 

Mr.  Mercer.  The  tenth  reserve  district.    Kansas  City. 

Representative  Ten  Eyck.  That  can  be  ascertained. 
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Mr.  Mebgeb.  I  want  to  say  to  you,  gentlemen,  that  there  should  be 
8ome  consideration  given  to  this  by  Congress  in  some  way.  I  don't 
know  whether  you  realize  the  situation  or  not  I  want  to  say  to 
you  that  men  are  preparing  now — ^I  am  speaking  now  of  men  of 
means,  men  that  own  their  land,  men  that  nave  not  lost  their  land 
but  hare  lost  everything  else — to  make  arran^ments  to  let  their  land 
lay  idle.  Why?  Because  they  have  lost  uieir  surplus  money.  I 
could  name  a  dozen  men  that  Senator  Capper  would  know  who 
have  told  me  that  they  do  not  intend  to  turn  a  furrow  this  fall,  to 
put  in  a  bushel  of  wheat,  or  farm  in  any  particular  next  jeeLt;  that 
they  have  already  taken  off  their  men  and  put  their  machinery  and 
things  away  and  will  let  their  land  rest  a  year  oi*  so,  until  this  thing 
Ruqasts  itself.  That  is  going  to  produce  a  shortage  in  this  coun- 
try, and^  naturally,  you  are  going  to  get  a  condition  of  higher  living 
costs.  So  anything  that  can  oe  done  U>  stimulate  the  situation  should 
be  done.  The  values  of  the  product  of  the  farms  should  be  brought  to 
aonievhere  near  the  level  of  what  other  things  are,  and  unless  that 
is<kHie  we  are  going  to  see  some  bad  conditions  in  this  country. 

Tou  can  not  ship  certain  agricultural  products  at  all  to-day.  The 
o?erhead  expense  m  moving  these  products  to  market  is  beyond  what 
the  products  will  bring.  I  know  of  a  thousand  bushels  of  oats  which 
vwe  offered  in  our  State  the  other  day,  and  not  very  far  from  the 
narket,  for  shipment.    The  agent,  under  a  rule  of  the  railroad  com- 

gjj  required  the  advance  ot  the  freight.  And  the  farmer  got  to 
rmg  what  his  oats  would  bring  in  the  market,  and  he  figured 
tp  the  freight  rate  and  the  commissions  and  other  items  that  remain 
m  ^hat  they  were  during  the  war,  and  he  concluded  to  take  10  * 
<^t&  a  bushel  for  his  oats  at  home  and  sold  them  at  home  and  left  them 
It  home.  They  were  not  shipped.  And  it  is  questionable,  gentlemen, 
^  the  oats  had  been  shipped,  whether  they  would  have  paid  the 
b^t  and  the  overhead  expenses. 

Now,  that  same  rule  applies  to  com.  Com  districts  that  produce 
BKire  com  than  they  can  take  care  of  can  not  ship  the  com  to  anj 
place.  The  people  can  not  pay  the  price  to  feed  it,  and  the  result  is 
tbat  it  is  going  to  waste  and  will  go  to  waste.  I  don't  think  I  am 
exaggerating  at  all  when  I  say  that  there  have  been  millions  of  tons 
of  hay  last  year  that  have  gone  to  waste  in  the  State  of  Kansas 
li^nse  they  could  not  move  it.  The  price  that  they  were  receiving 
for  products  such  as  hay,  second-grade  grain,  and  things  of  that  kind 
were  so  low  that  after  paying  the  commission  charges  and  the  freight 
and  storage  charges,  etc.,  it  would  not  pay  the  cost  of  shipment,  ^d 
the  result  is  that  it  is  wasted. 

I  know  of  one  man  that  went  out  into  northwestern  E^ansas,  where 
Praise  a  lot  of  alfalfa,  to  buy  alfalfa  to  ship  to  Illinois,  where  they 
do  not  raise  much  hay.  He  could  buy  alfalfa  out  there  for  $3  or  $4r-- 
'for  pretty  near  any  price.  But  when  he  came  to  bale  it  and  put  it 
on  board  the  cars  and  ship  it  to  the  point  in  Illinois  where  they 
wanted  it,  it  would  cost  the  customer  over  there  from  $22  to  $27 
a  ton  after  everything  was  paid.  So  the  hay  was  not  sold.  And  the 
ame  thing  is  trae  in  eastern  Colorado  and  all  through  those  North- 
western States. 

^ow,  gentlemen,  that  is  not  picturing  the  conditions  any  worse  than 
^f  Are,  because  it  is  the  situation  as  it  is  at  present.    And  as  I  said 
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in  the  beginning  of  my  statement,  we  are  not  here  asking  you  to  guar 
antee  any  earmngs  on  this  business,  although  we  have  just  as  mucl 
right  to  come  to  this  Congress  and  plead  for  a  guarantor  for  a  reason 
able  earning  on  the  business  as  any  other  industry  in  the  world.  Bu 
we  do  ask  that  there  be  something  done  in  improving  other  condi 
tions  so  as  to  help  this  industry,  and  if  you  do  not  it  is  going  t 
perish. 

If  there  are  any  questions  that  you  wish  to  ask,  I  will  be  glad  to  giv 
you  any  information  I  can.  I  have  gone  over  this  hurriedly.  I  hav 
not  pictured  this  situation  any  worse  than  it  is,  and  our  farmers  ar 
very,  very  much  discouraged.  They  are  saying  very  little,  but  the 
do  not  know  why  they  should  undergo  such  conditions  when  the; 
have  to  walk  up  here  to  the  store  and  pay  such  high  prices  for  ma 
chinery.  or  things  of  that  kind. 

The  Chairman.  We  will  now  hear  from  Mr.  A.  C.  Williams,  o 
Fort  Worth,  Tex. 

STATEMENT  OF  liB.  A.  C.  WILLIAHS,  ASSISTANT  TO  THE  PBESl 
BENT  OF  THE  TEXAS  &  SOITTHWESTEBN  CATTLE  BAISEBt 
ASSOCIATION,  FOET  WOETH,  TEX. 

Mr.  Williams.  I  try  to  be  an  optimist  at  all  times,  but,  franklj 
gentlemen,  I  can  see  little  ground  for  optimism  just  at  this  tim 
regarding  the  future  of  the  cattle  business.  I  had  not  exped;ed  t 
have  the  privilege  of  appearing  before  this  committee,  and  therefor 
have  no  prepared  statement  to  file.  I  desire  to  refer  iDriefly  to  som 
of  the  more  important  problems  confronting  the  cattle  raisers  of  tb 
Southwest. 

The  organization  which  I  represent,  the  Texas  &  Southwesten 
Cattle  Raisers'  Association,  was  organized  in  1877.  Among  its  mem 
bership  are  the  leading  stockmen  of  Texas,  Oklahoma,  New  Mexic^ 
Colorado^  Arizona,  and  Kansas.  This  territory  is  often  referred  t\ 
as  the  "  live-stock  breeding  ground  of  the  United  States,"  and  doe 
furnish  a  large  per  cent  of  the  steers  that  go  to  the  pastures  and  teen 
lots  of  the  Northwest,  Middle  West,  and  great  corn-producing  States 
Thiis  it  will  be  seen  that  the  live-stock  industry  of  the  Souuiwest  i 
the  most  important  factor  in  the  Nation's  meat  supply. 

A  striking  feature  of  the  movement  of  cattle  in  Texas  and  adjoin 
ing  States  during  the  past  few  months  has  been  the  sacrifice  sale  an^ 
slaughter  of  valuable  breeding  herds  that  represented  the  work  of  i 
lifetime  of  careful  breeding  and  herd  management.  That  sacrifice  hi^ 
been  caused  by  the  inability  of  the  owners  of  the  herds  to  secure  ad€ 
quate  loans  through  the  usual  channels.  You  are  perhaps  not  fami| 
iar  with  the  fact  that  the  average  stockman  operates  on  such  a  Ian 
scale  and  is  forced  to  borrow  such  large  sums  in  times  like  we  al 
now  passing  through  that  the  capital  and  surplus  of  his  home  banl 
is  not  large  enough  to  permit  it  to  meet  his  needs.  He  must  there 
fore  go  to  the  large  banks  and  loan  companies  at  the  central  marketi 
like  Fort  Worth,  Kansas  City,  St.  Joseph,  St.  Louis,  and  Chicago 
for  a  loan.  For  several  months  these  large  institutions  have  I 
holding  practically  all  of  their  borrowers  to  bare  living  expei 
and  have  declined  to  make  new  loans.  Thus  many  men  who  ha 
ample  security  and  ordinarily  do  not  require  large  loans  find  it  dii 
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ficult  to  secure  funds  needed  to  properly  conduct  their  business,  and 
are  frequently  forced  to  sacrifice  valuable  breeding  stock  and  imma- 
ture calves  and  steers. 

The  situation  has  become  so  critical  that  our  executive  committee 
at  its  recent  meeting  appointed  a  committee  to  come  to  Washington 
and  endeavor  to  secure  some  measure  of  financial  aid  through  the 
War  Finance  Corporation.  In  order  to  conserve  the  breeding  herds 
of  the  Southwest,  which  were  tlireatened  by  a  drought  and  financial 
stringency,  the  War  Corporation  in  1918  established  a  cattle  loan 
agency  at  Dallas,  Tex.,  to  make  loans,  through  the  banks  or  direct, 
on  breeding  herds  where  the  owners  were  unable  to  secure  funds 
through  the  usual  channels.  It  is  the  consensus  of  opinion  that  con- 
ditions at  this  time  warrant  a  revival  of  that  plan.  Since  arrival  in 
Washington  we  have  been  convinced  that  some  measure  of  relief  can 
come  through  the  Kellogg  bill  if  that  measure  is  properly  and  liber- 
ally administered.  Fearing  that  any  fight  to  secure  an  amendment 
to  permit  direct  loans  might  delay  tne  passage  of  the  measure  until 
after  the  summer  recess  of  Congress,  and  believing  that  its  early 
pasage  may  prove  of  great  assistance  to  the  agricultural  interests 
of  the  country,  we  have  concluded  not  to  insist  upon  the  amendment 
at  this  time.  I  desire  to  say,  however,  that  I  do  not  believe  the  meas- 
ure of  relief  needed  will  come  through  any  agency  which  does  not 
provide  a  means  of  making  direct  loans  to  worthy  men  who  have 
ample  security  and  are  unable  because  of  the  present  stringency  to 
secure  needed  loans  through  the  usual  channels. 

To  prove  that  this  sacrifice  of  breeding  herds  will,  if  continued, 
seriously  affect  the  future  meat  supply  of  the  Nation,  I  sent  a  ques- 
tionnaire to  prominent  stockmen  in  touch  with  the  situation  asking 
them  to  give  certain  information.  I  ask  them  first  whether  it  wa«  true 
that  the  owners  of  breeding  herds  were  finding  it  difficult  to  secure 
loans  to  help  carry  on  their  business,  and  the  answer  without  excep- 
tion iras  "  \  es."  Their  replies  indicated  that  there  has  been  a  heavy 
forced  sale  of  valuable  breeding  cattle  and  immature  calves  and 
steers  that  are  needed  on  the  range  to  consume  the  surplus  of  grass 
wd  forage  that  will  be  wasted.  I  am  convinced  by  information  in 
our  office  and  replies  to  this  questionnaire  that  the  number  of  cattle 
in  Texas  and  adjoining  States  at  this  time,  compared  with  the  aver- 
^e  for  the  past  six  years,  represents  a  shortage  of  approximately 
30  per  cent  on  breeding  cows,  50  per  cent  on  aged  steers — we  refer  to 
t  steer  that  is  3  years  old  or  over  as  an  aged  steer— 33^  per  cent  on 
^year-old  steers,  25  per  cent  on  yearling  steers,  and  there  will  be 
a  much  greater  shortage  of  calves  if  the  present  heavy  movement  con- 
tinues. The  records  at  the  Fort  Worth  market  show  that  while  there 
Itts  been  a  large  decrease  in  receipt  of  grown  cattle  during  the  first 
seven  months  of  this  year  there  has  been  an  increase  of  about  35  per 
<wit  in  receipts  of  calves. 

The  Chaibman.  Does  that  allow  for  seasonal  fluctuation?  My 
recollection  is  that  the  receipts  of  calves  vary  widely  from  year  to 
year  at  certain  periods  of  the  year. 

Mr.  WiLLiAMa.  Range  conditions  in  our  section  have  been  un- 
^ally  good  this  year,  which  under  normal  conditions  would  mean 
^t  many  stockmen  would  hold  their  calves  to  consume  the  surplus 
of  grass  and  enhance  in  value.     The  movement  indicates  forced 
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liquidation.  Even  men  who  happen  to  be  fortunate  enough  not  to 
have  excessive  loans  at  the  banks — and  there  are  few  of  them,  are 
forced  to  ship  their  calves  to  get  money  for  operating  exi>enses. 

There  is  not  the  slightest  doubt  in  my  mind  that  there  has  been  a 
heavy  forced  liquidation  of  breeding  cattle  from  our  territory.  A 
man  came  to  my  office  last  week  and  told  me  that  he  had  a  loan  with 
a  large  bank  in  Dallas  for  in  the  neighborhood  of  $50,000,  secured 
by  cattle  worth  on  the  basis  of  present  values  around  $80,000  to 
$100,000.  Notwithstanding  the  fact  that  the  bank  could  t^ke  that 
loan  to  the  Federal  reserve  bank,  only  about  three  blocks  away,  and 
discount  it,  they  urged  him  to  pay.  Their  only  excuse  was  that  they 
wanted  to  lighten  up  their  loans,  and  the  best  way  to  do  so  was  to 
collect  some  of  the  largest  ones.  Now  unless  that  man  can  place 
his  loan  elsewhere,  and  that  will  be  very  hard  to  do,  he  may  be  forced 
to  sacrifice  his  cattle.  When  a  man  is  forced  to  ship  immature  cattle 
to  market,  it  not  only  hurts  him  financially,  but  it  has  a  direct  effect 
upon  the  value  of  all  other  cattle  on  the  market  that  day. 

The  Chairman.  It  is  quite  possible  to  get  an  entirely  erroneous 
impression  from  the  citation  of  individual  cases.  How  prevalent  do 
you  think  the  citation  to  which  you  refer  is? 

Mr.  Williams.  I  know  of  numerous  other  cases  just  like  the  one  I 
spoke  of.  It  is  so  prevalent  that  it  has  already  resulted  in  a  great 
sacrifice  of  breeding  and  immature  cattle  from  our  territory. 

The  Chairman.  I  do  not  question  your  statement,  but  how  do  you 
reconcile  the  proposition  that  men  are  being  forced  to  sell  cattle  that 
are  not  immature,  with  the  fact  that  you  have  stated  that  the  re- 
ceipts are  less  than  normal  ? 

Mr.  Williams.  The  receipts  are  less  than  normal  because  the  sup- 
ply of  cattle  in  the  country  is  less  than  normal.  The  receipts  at  ^ 
leading  markets  of  the  United  States  for  the  first  six  months  of  this 
year  are  approximately  one  and  a  quarter  million  below  the  cor- 
responding period  of  last  year.  The  receipts  last  year  were  below 
the  year  before.  According  to  your  line  of  reasoning  that  would 
mean  I  am  wrong. 

Remember  this,  that  in  1918  and  1919  certain  southwestern  and 
northwestern  cattle  raising  States  suffered  from  severe  droughts,! 
which  is  forced  heavy  liquidation  of  all  classes  of  cattle  from  thosej 
sections.  The  drought  in  the  Northwest  was  followed  by  severe 
winter  weather  which  caused  the  shipment  of  additional  thousands 
of  cattle  to  market  which  would  have  been  kept  on  the  ranches  butj 
for  the  shortage  of  feeds.  Remember  aTso  that  large  numbers  oi 
cattle  were  being  brought  into  the  United  States  at  that  time  from 
both  Canada  and  Mexico,  and  instead  of  receiving  cattle  in  large! 
numbers  from  Mexico  we  are  now  exporting  thousands  of  cattk 
weekly  for  immediate  slaughter,  the  ranges  of  that  country  having 
been  depleted  of  cattle  by  droughts  and  followers  of  the  various  war- 
ring: factions. 

The  Chairman.  It  is  your  judgment,  then,  I  take  it,  that  the  re- 
duction of  cattle  marketed  is  a  reflection  of  the  reduction  in  herds. 

Mr.  Williams.  Yes;  forced  liquidation  has  been  going  on  for 
several  months.  It  is  mjr  judgment  that  the  true  situation  is  not 
reflected  in  the  statistics  given  out  by  the  Bureau  of  Crop  Estimates 
and  the  census  reporta 
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The  Chairman.  There  is  quite  a  wide  discrepancy,  as  I  recall, 
between  the  census  figures  and  the  Department  of  Agriculture  fig- 
ures, which  indicated  that  the  Department  of  Agriculture  figures 
were  very  much  too  high. 

When  was  this  conversation  that  you  referred  to  regarding  this 
$50,000  loan? 

Mr.  Williams.  About  the  first  of  last  week.  I  have  had  very 
simikr  conversations  with  many  other  men. 

The  Chaikman.  Has  there  been  any  change  in  policy  on  the  part 
of  the  banks  down  there  with  respect  to  making  loans  in  the  last  six 
months? 

Mr.  Wilhams.  No  improvement  in  the  situation.  Officers  of  some 
of  the  banks  and  loan  companies  have  recently  stated  to  me  that 
they  would  make  a  few  loans  to  good  men  under  proper  conditions. 
I  asked  them  what  they  considered  proper  conditions,  and  they  said 
kwis  backed  by  plenty  of  security.  But  under  the  present  deflated 
values  few  men  can  give  the  margins  of  security  demanded. 

The  Chairman.  What  is  the  ordinary  margin  that  they  require 
now  I 

Mr.  Williams.  Well,  the  War  Finance  Corporation  loans  made  in 
1M8  on  cattle  required  a  margin  of  25  per  cent.  That  was  about  in 
fine  with  margins  demanded  by  conservative  bankers  at  that  time. 

The  Chairmak.  Is  a  larger  margin  required  now  ? 

Mr.  Williams.  Well,  they  might  say  they  do  not,  but  the  values 
^ced  on  the  stock  are  so  low  that  the  margin  required  is  much 
B^r  than  that.  I  would  say  they  now  require  in  the  neighborhood 
|of  about  33^  per  cent,  and  even  greater  in  many  cases. 

The  Chairman.  Then  you  would  not  agree  with  Mr.  Mercer's  state- 
|>»nt  that  the  banks  are  extending  themselves  as  far  as  they  can  to 
*K«tthe  situation? 

,  Mr.  Williams.  Many  banks  have  already  extended  themselves  as 
|fc  as  they  can,  and  that  is  back  of  the  trouble.  The  truth  of  the 
^tter  is  some  of  them  went  just  a  little  too  far;  but  many  did  not, 
I  think,  go  far  enough  in  trying  to  take  care  of  their  customers. 

The  Chairman.  I  gather  from  your  statement  that  the  failure  of 
tie  banks  to  loan  is  a  matter  of  their  indisposition  and  not  their 
inibilitv? 

Mr.  Williams.  I  think  it  is  principally  their  inability,  because 
«f  the  fact  that  their  surplus  and  capital  is  so  limited  they  can  not 
make  loans  large  enough  to  meet  the  needs  of  the  average  stock- 
man, and  he  must  go  to  the  larger  institutions  at  the  central  markets. 
.  The  Chairman.  Do  you  thiii  that  the  position  of  the  larger  banks 
m  Dallas,  for  instance,  or  Kansas  City  is  a  matter  of  inability  or  a 
matter  of  indisposition? 

.  Mr.  Williams.  In  many  instances  it  is  a  matter  of  inability  and 
p  many  instances  it  is  a  ipatter  of  indisposition.  I  have  been  told 
by  many  men  that  when  they  applied  to  one  of  the  larger  banks  and 
loan  companies  for  loans  and  offered  plenty  of  security  they  were 
advised,  "We  are  very  sorry,  but  we  are  not  making  any  new  loans 
now." 

The  Chairman.  That  is  a  very  strange  state  of  affairs,  because,  if 
my  recollection  is  correct,  the  probabilities  are  that  at  the  present 
moment,  at  least,  the  banks  in  Dallas  and  the  banks  in  Kansas  City 
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are  very  much  less  extended  than  the  banks  in  the  country,  becauj 
they  have  liquidated  to  a  much  greater  degree  than  the  counti 
banks. 

Mr.  Williams.  That  is  true  of  the  banks  in  Dallas  and  the  oth« 
large  cities,  but  the  Texas  city  banks  do  not  handle  as  much  catt 
paper  as  you  would  think.  Dallas  is  in  the  edge  of  the  cotton  be] 
and  the  banks  there  do  more  mercantile  and  cotton  loan  busines 
There  are  a  few  banks  in  Fort  Worth  that  do  quite  a  bit  of  cattl 
loan  business,  but  they  are  not  in  position  to  extend  much  relief  i 
the  cattle  business  at  this  time. 

Senator  Capper.  The  situation  in  the  country  banks  is  still  as  tigl 
as  it  was? 

Mr.  Williams.  Yes;  in  the  cattle-raising  sections.  There  will  1 
some  relief  in  some  sections  as  a  result  of  the  sale  of  wheat.  Mu( 
money  is  coming  into  the  panhandle  of  Texas  from  the  sale  of  whe4» 
but  in  view  of  the  fact  that  the  larger  banks  at  the  market  cente 
hold  mortgages  on  their  live  stock  the  stockmen  are  not  in  ver 
good  shape  to  secure  accommodation  from  the  local  banks. 

Live-stock  values  are  approximately  50  per  cent  of  what  they  wei 
12  to  18  months  ago.  Ii  operating  and  marketing  expenses  ha 
dropped  accordingly,  the  live-stock  producer  would  not  be  in  tl 
critical  position  we  now  find  him.  But  with  his  stock  worth  approx 
mately  what  they  were  10  years  ago,  his  expenses  have  increase 
about  as  follows :  Railroad  freight  rates  approximately  67  per  cent 
yardage  and  conmiission  charges  at  markets  50  per  cent ;  interest  rat< 
2  to  4  per  cent ;  general  ranch  operating  expenses  10  to  15  per  cenj 
and  very  substantial  increases  in  county,  State,  and  national  taxe 

Senator  Capper.  What  is  the  legal  interest  rate  now  of  the  stocl 
men  of  Texas? 

Mr.  Williams.  We  have  a  maximum  legal  rate  in  the  State  c 
Texas  of  10  per  cent.  The  great  volume  of  the  cattle  loan  busine^ 
in  Texas  is  now  carried  at  the  rate  of  about  9  per  cent  per  annun 
discount  every  six  months.  Some  banks  and  loan  companies  ar 
charging  10  per  cent,  six  months  discoimt.  Many  also  charg 
brokerage. 

Senator  Capper.  What  is  the  brokerage  usually? 

Mr.  Williams.  Around  2  per  cent.  1  do  not  care  to  mention  an. 
names,  but  I  was  recently  reliably  informed  that  many  reliable  cal 
tlemen  in  New  Mexico  whom  I  know  have  been  paying  at  the  rat 
of  10  to  12  per  cent  per  annum,  discount  every  six  months,  with  ! 
per  cent  brokerage  ev^ry  six  months.  No  man  can  expect  to  profit 
ably  continue  in  the  cattle  business  long  and  pay  such  exorhitan 
rates.  They  are  paying  it  in  the  hope  that  immediate  relief  ma; 
come  from  some  source. 

The  Chairman.  If  the  situation  is  as  you  say  it  is,  and  there  i 
any  relief  in  high  prices,  relief  will  come  eventually. 

Mr.  Williams.  There  is  another  angle  of  the  business  to  which  - 
want  to  call  your  attention.  The  per  capita  consumption  of  bee: 
in  the  United  States  decreased  from  y8  pounds  in  1910  to  5^  poundl 
in  1920. 

The  Chairman.  What  year? 

Mr.  Williams.  1910  to  1920. 

The  Chairman.  I  think  your  figures  on  that  are  wrong. 
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Mr.  WmjAMs.  I  think  you  will  find  them  substantially  correct 
You  probably  confuse  the  consumption  of  all  meat  with  beef.  I  am 
quoting  beef  only.  That  decreased  consumption  has  been  due  to  about 
three  principal  causes : 

First  Patent  medicine  advertising,  which  caused  many  people  to 
believe  that  nieat  eating  caused  all  their  aches  and  pains.  Whue  the 
purpose  of  this  advertising  was  not  to  discourage  meat  eating  but  to 
encourage  the  use  of  the  particular  medicines  named,  the  campaign 
has,  I  believe,  seriously  affected  meat  consumption.  There  should  oe 
some  means  of  protecting  any  industry  from  such  unfair  businese 
in^hods. 

Second.  When  the  Food  Administration  inaug^irated  the  "  meatless 
days  "during  the  period  of  the  war,  many  patriotic  persons  did  not 
know  that  baby  beef,  cow  meat,  and  much  of  our  best  meat  did  not 
meet  the  exacting  requirements  for  Army,  Navy,  and  export  purposes, 
and  they  therefore  considered  it  their  patriotic  duty  to  abstain  from 
m«it  eating.  Meanwhile  the  dairy  interests  and  manufacturers  of 
varions  so-called  meat  substitutes  took  advantage  of  every  opportu- 
nitr  to  encourage  the  use  of  their  products.  Their  efforts  to  develop 
their  industries  along  broad  clean  lines  were  legitimate,  but  some  of 
their  campaigns  which  reflected  directly  or  indirectly  upon  meat  as  a 
healthful  and  wholesome  food  were  unfair  and  illegitimate.  War 
campaigns  for  the  substitution  of  other  food  products  for  meat 
were  augmented  by  bulletins  issued  by  the  United  States  Department 
of  Agriculture.  It  seems  proper,  therefore,  to  suggest  at  this  time 
that  the  department  should  issue  such  bulletins  and  other  literature 
as  will  agam  make  known  to  the  housewives  of  America  the  true 
food  value  of  meats. 

Third.  One  of  the  most  serious  factors  affecting  meat  consumption 
has  been  our  expensive  system  of  distribution — the  growing  spread 
^ween  the  prices  received  by  live-stock  producers  and  the  prices 
paid  by  consumers  for  meats. 

'^nator  Capper.  What  is  the  cause  of  that  spread? 

Mr.  Williams.  The  butchers  claim  that  high  wages  to  meat  cutters, 
high  rents,  and  other  expenses  have  substantially  increased  their 
overhead  expenses.  While  there  has  been  some  reduction  in  retail 
meat  prices  within  the  past  few  months,  the  reductions  have  not  been 
^  proportion  to  the  reductions  in  wholesale  meat  prices  or  prices 
received  by  the  producers.  They  made  high  profits  during  the  period 
>f  the  war  and  are  not  satisfied  with  prewar  rates  of  profit. 

Senator  Capper.  Havevou  made  any  inquiry  as  to  the  cost  of  meats 
io  the  consumer  here  in  Washington  since  you  have  been  here? 

Mr.  Williams.  That  is  one  ot  the  purposes  of  my  visit.  I  came  by 
Chicago,  and  after  leaving  here  expect  to  visit  Philadelphia  and  New 
Yoit  for  the  purpose  of  making  some  inquiry  into  the  wholesale  and 
retail  meat  trade.  We  have  been  waiting  about  a  year  for  a  report 
of  an  investigation  conducted  by  the  Department  of  Agriculture ; 
hut  due  to  the  fact  that  the  report  will  cover  the  year  1919,  I  am 
afraid  the  data  will  be  ancient  history  before  it  is  given  out  and  due 
to  changed  conditions  will  not  present  the  condition  of  the  trade  a*. 
this  time. 

Representative  Ten  Etck.  If  you  have  been  looking  into  the  prices 
Aarged  by  the  retailers  in  these  different  cities  you  speak  of,  what 
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conclusions  have  you  come  to  ?  Can  you  make  any  statement  as  to 
what  you  found  ? 

Mr.  Williams.  I  would  not  care  to  make  a  statement  at  this  time 
on  that,  because  the  classes  of  meat  and  prices  have  varied  so  in  the 
diflferent  shops  that  it  would  require  a  lengthy  statement  to  prop- 
erly present  the  matter.  It  might  be  interesting  and  of  some  value 
to  you,  but  I  haven't  the  data  in  shape  to  present  it  just  now.  I  may 
be  able  to  do  so  before  the  hearings  are  finished.  If  I  do,  I  will  send 
it  to  you. 

The  Chairman.  We  would  be  very  glad  to  liave  the  data  if  you 
can  put  it  in  such  shape  that  it  can  be  presented. 

Senator  Capper.  You  say  the  price  to  the  consumer  is  wholly  out 
of  relation  to  the  price  which  the  producer  receives? 

Mr.  Williams.  Yes;  the  reduction  that  the  retailer  has  made  is 
not  in  line  with  the  reductions  that  have  been  made  in  the  wholesale 
prices  of  meats  and  the  prices  received  by  the  producers. 

The  Chairman.  Is  that  true  as  to  the  wholesale  price,  as  compared 
with  theprice  of  the  animal ? 

Mr.  Williams.  I  don't  believe  it  is.  I  think  the  wholesale  price 
has  been  about  in  line. 

Senator  Capper.  You  think  a  lot  of  the  profiteering,  as  you  call  it, 
is  on  the  part  of  the  retailer  rather  than  the  packer  ? 

Mr.  Williams.  Yes.  A  great  many  have  felt  that  the  packers 
made  more  money  than  they  claimed  in  their  published  statements, 
but  the  wholesale  prices  of  meats  keep  pretty  well  in  line  with  prices 
paid  the  producers.  The  new  "  packer  regulation  "  bill  will  make  it 
possible  tor  the  Secretary  of  Agriculture  to  keep  a  line  on  the  whole- 
sale meat  trade. 

I  don't  like  to  use  the  word  "  profiteer  "  in  referring  to  the  retailer, 
but  I  will  say  the  spread  between  wholesale  and  retail  prices  is  too 
large.  Many  newspapers  would  like  to  have  a  story  in  which  a  rep- 
resentative of  the  live-stock  producer  charged  the  retailers  with  being 
profiteers,  but  too  much  publicity  of  that  kind  would  probably  result 
in  one  of  the  periodical  ''  buyers'  strikes,"  which  hurt  the  producers 
more  than  they  do  the  wholesalers  and  retailers  of  the  products. 

Representative  Ten  Eyck.  I  deduce  from  what  you  have  said  in 
relation  to  the  number  of  cattle  that  are  now  going  on  the  market,  so 
many  less  than  under  ordinary  conditions,  that  ought  to  raise  the 
price  to  the  producer  and  the  packers'  price  ? 

Mr.  Williams.  Yes;  ordinarily  that  would  happen. 

Representative  Ten  Eyck.  Do  you  think  the  whole  reason  that  is 
not  accomplished  under  those  conditions  is  due  to  the  spread  of  this 
propaganda  that  you  have  referred  to? 

Mr.  Williams.  To  some  extent  that  is  true.  High  retail  prices 
of  meats  and  forced  liquidation  by  the  producers  have  also  been  im- 
portant factors. 

Representative  Ten  Etck.  Your  forced  liquidation  is  not  keeping 
the  cattle  from  being  put  on  the  market. 

Mr.  Williams.  The  forced  liquidation  puts  on  the  market  a  class 
of  meat  which  is  not  needed  by  the  trade,  and  naturally  that  sur- 
plus— a  surplus  of  any  class  of  meat,  must  have  a  bearing  on  the 
price  that  is  paid  for  all  classes. 

Representative  Ten  Eyck.  By  having  poor  meat  put  on  the  mar- 
ket, or  a  meat  that  is  not  really  ready  for  the  market,  the  result  is 
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a  lowering  of  the  prices  on  that  meat,  and  the  other  would  naturally 
fall  with  it? 

Mr.  Williams.  That  is  true. 

The  Chairman.  Mr.  Williams,  have  you  made  a  comparison  of 
the  drop  in  prices  of  the  different  grades  of  cattle  ? 

Mr.  WiLLiAMa  No,  sir;  I  have  not.  But  I  can  get  some  data  for 
you  on  that  subject  if  vou  desire  it. 

The  Chairman.  Well,  offhand,  is  it  your  judgment  that  the  drop 
in  prices  of  the  lower  grades  of  cattle  were  relatively  greater  than 
upon  the  higher  grades  ? 

Mr.  Williams.  That  is  true  on  what  we  call  sacrifice  cattle. 

The  Chairman.  A  canner  cow  ? 

Mr.  Williams.  A  "  canner  cow  "  may  be  an  animal  poor  in  flesh 
but  of  excellent  breeding,  that  would  if  kept  on  the  ranch  produce  a 
calf  that  would  be  worth  at  this  time  around  $15.  Such  a  cow  in 
thin  flesh,  reaching  the  market  when  the  run  was  heavier  than  the 
trade  needed,  would  not  net  for  the  owner  any  more  perhaps  than 
the  value  of  a  calf.  The  sacrifice  of  such  cows,  that  are  needed  to 
restock  the  ranges  of  Texas  and  the  Northwestern  States,  is  an  eco- 
nomic loss  to  the  Nation.  When  you  face  the  fact  that  we  have  a 
portage  of  about  30  per  cent  of  the  normal  supply  of  breeding  stock 
in  Texas  and  adjoining  States,  and  that  the  growth  and  develop- 
ment of  that  territory  depends  largely  upon  the  live-stock  industry, 
yon  mu^  realize  that  it  is  a  serious  matter. 

The  Chairman.  Getting  back  to  the  credit  situation  once  more, 
I  snspect  that  is  the  crux  of  the  situation. 

Mr.  Williams.  I  thiuR  it  is. 

The  Chairman.  And  perhaps  the  export  situation. 

Mr.  Williams.  Exports  do  not  enter  into  the  problem  so  much 
just  now.  The  foreign  demand  for  meat  is  being  supplied  from 
South  America.  The  quantities  of  meats  in  storage  in  the  United 
Stattt  at  this  time  are  below  storage  stocks  of  this  date  last  year. 
A  better  system  of  finance  would  stop  the  shipment  of  a  large  per 
cent  of  the  stock  now  going  to  market,  and  I  do  not  think  we  would 
hare  any  large  quantities  of  beef  for  export. 

The  Chairman.  Consumption  is  not  normal. 

Mr.  Williams.  That  is  true. 

The  Chairman.  What  I  was  getting  at,  however,  on  the  credit 
proposition,  is  this:  I  am  interested  to  know  whether,  in  your  judg- 
ment, the  difficulty  lies  in  the  fact  that  the  resources  of  the  banks 
are  insufficient  to  cope  with  the  situation,  or,  on  the  other  hand,  lies 
in  the  fact  that  the  banks  were  unable  to  rediscount  their  paper,  and 
consequently  to  extend  themselves  as  far  as  they  would  otherwise? 

Mr.  Williams.  I  think  in  the  majority  of  cases  the  resources  of 
the  banks  are  not  sufficient  to  extend  the  credit. 

The  Chairman.  I  think  that  is  the  situation,  particularly  in  the 
cattle  sections.  The  information  that  we  have  snows  quite  clearlj 
that  the  cattle  sections  of  the  country  have  been  the  hardest  hit 
by  price  reductions.  It  is  altogether  probable,  notwithstanding  the 
fact  that  the  country  banks  in  the  cattle  sections  are  more  extended 
than  they  are  anywliere  else,  that  the  credit  situation  has  been  worse 
in  the  cattle  sections  than  in  any  other  part  of  the  country. 

Mr.  Williams.  What  has  been  said  of  the  difficulty  in  financing 
the  cattle  business  is  also  true  of  the  sheep  industry.    Many  cattle 
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and  sheep-producing  sections  produce  no  other  commodities  t< 
speak  of,  and  when  they  go  down  everything  in  the  territory  goe^ 
down  with  them. 

The  Chairman.  That  is  typical  of  the  whole  situation  with  a  one 
crop  country,  whether  it  is  cattle,,  sheep,  or  cotton;  a  one-croj 
section  of  the  coimtry  is  very  much  worse  off  than  a  diversified  sec 
tion  of  the  country. 

Representative  Ten  Etck.  Is  it  your  idea  that  the  supply  o 
cattle  to-day  on  the  hoof  is  not  large  enough  to  warrant  assistance 
in  export  trade ;  that  we  would  be  better  off  if  we  supplied  the  nec^ 
sary  funds  to  retain  those  cattle  at  the  present  time  with  the  presen 
owners  rather  than  endeavor  to  assist  export  ? 

Mr.  Williams.  Of  course,  an  export  demand  would  probably  stim 
ulates  values,  but  if  financial  aid  was  extended  stockmen  of  the  south 
west  and  northwestern  sections,  who  need  cattle  to  restock  their  idl 
ranges,  it  would  certainly  bring  about  improved  conditions.  Thi 
cattleman  with  idle  pastures  is  just  like  a  factory  without  materia 
to  manufacture  its  products.  With  loans  available  buyers  woul< 
soon  be  at  the  markets  buying  the  sacrifice  cows  and  immature  steers 
and  there  would  be  an  improvement  in  values. 

Representative  Ten  Eyck.  I  am  talking  from  an  economic  stan^ 
point,  whether  or  not  it  would  be  better  to  assist  the  owner  to  hol^ 
his  cattle  and  let  the  natural  consumption  take  up  the  surplus  an< 
thereby  raise  the  price,  rather  than  to  stimulate  the  price  from  th 
other  side  by  giving  credit  to  them  for  export,  and  thereby  get  thi 
cattle  raiser  to  sacrifice  his  cattle?  •  \ 

Mr.  Williams.  It  would  be  better,  I  think,  for  the  cattle  raisers 
and  for  the  Nation,  to  furnish  them  such  financial  relief  as  wil 
enable  them  to  conserve  their  breeding  herds. 

Representative  Ten  Eyck.  That  is  what  I  wanted  to  bring  out  aj 
regards  your  impression.  i 

The  Chairman.  Is  there  anything  further,  Mr.  Williams? 

Mr.  Williams.  Another  factor  is  the  need  of  a  reasonable  taril 
on  live  stock,  meats,  and  hides.  A  great  many  cattlemen  who  woul< 
otherwise  remain  in  the  business  are  selling  their  herds  because  the] 
believe  this  country  is  on  the  verge  of  being  flooded  with  meats  fron 
foreign  countries,  where  unquestionably  cattle  and  sheep   can   b^ 

()roduced  cheaper  than  in  this  country,  because  of  their  low-price< 
ands,  peon  labor,  low  tax  rates,  low  transportation  costs,  and  lov 
living  standards. 

Substantial  importations  of  meats  and  enormous  quantities  oi 
hides  have  entered  our  markets  during  the  past  year,  seriously 
affecting  live-stock  prices.  Figures  prepared  by  one  of  the  largeil 
packing  companies  indicate  that  the  value  of  a  hide  represents  aboul 
15  per  cent  of  the  value  of  the  animal.  The  packers  take  the  valii^ 
of  the  hide  into  consideration  when  buying  an  animal.  Due  to  ex 
cessive  importations  of  hides  the  American  hide  market  has  beer 
demoralized  for  several  months.  A  steer  hide  that  was  worth  around 
$25  to  $30  a  little  more  than  a  year  ago  is  now  worth  about  $4  or  $5, 
There  has  not  been  a  corresponding  reduction  in  shoes,  leather  goods, 
etc. 

A  prominent  cattleman  told  nio  of  this  experience  recentl3^  lie 
called  nt  the  shoe  store  in  his  home  town  to  price  a  pair  of  shoes  of 
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m  a  well-known  brand.  The  price  was  $12,  which  he  considered  too 
M  iigh.  The  next  day  he  went  to  his  ranch.  Soon  after  arrival  he 
f  told  the  ranch  hands  to  kill  a  nice  calf  for  beef  and  to  be  very  careful 
not  to  damage  the  hide.  He  called  the  hide  dealer  at  a  near-by  town 
and  learned  the  best  price  he  could  get  for  this  good  calf  hide  was 
75  cents,  ifow,  that  cattleman  womd  have  to  sell  about  17  good 
calf  hides  to  receive  enough  money  to  buy  a  pair  of  good  cal:rakin 
shoes  and  pay  the  war  tax  on  them.  Less  than  one-fourth  a  hide 
and  very  little  workmanship  were  required  to  make  this  brief  case, 
bat  that  case  cost  a  few  days  ago  $15— or  about  the  amount  a  cattle 
ndser  would  receive  to-day  for  20  calf  hides.  I  can  not  agree  that 
there  should  be  a  tariff  on  leather,  shoes,  etc.,  if  a  tariff  is  placed  on 
hides.  It  is  quite  evident  that  the  cost  of  hides  is  a  small  item  in 
connection  with  the  cost  of  shoes,  leather  goods,  etc. 

Eepresentative  Ten  E yck.  The  question  is :  Why  are  hides  so  low, 
when  shoes  and  bridles  made  of  the  leather  that  comes  from  those 
todee  are  as  high  as  they  are? 

Mr.  WnxiAMs.  I  think  some  interesting  things  could  be  developed 
along  that  line,  which  the  people  are  entitled  to  know.  I  would  tike 
to  see  this  committee  look  into  that  matter. 

Summarizing,  it  seems  to  me  the  principal  needs  of  the  live-stock 
indnstry  at  this  time  are: 

First-  A  better  system  of  financing  which  will  provide  a  method 
of  making  loans  on  breeding  stock  for  from  one  to  three  years'  time, 
on  the  ba^  of  reasonable  values,  and  at  just  rates  of  interest.  Under 
present  financing  sjrstems  the  producers  are  called  upon  to  pay  in- 
creased interest  rates  at  times  when  they  can  least  afford  to  pay 
same.  Quite  often  the  increase  of  2  to  4  per  cent  in  the  interest  rate 
dianges  a  small  profit  to  a  loss. 

Second.  A  substantial  reduction  in  railroad  freight  rates.  I  know 
no  good  reason  why  the  railroad  companies  should  be  protected 
from  the  process  of  deflation  to  which  all  agricultural,  conmiercial, 
and  industrial  enterprises  have  been  subjected.  It  is  my  opinion 
that  with  capable  and  economical  management  a  lower  scale  of 
freight  rates  would  produce  a  fair  return  on  the  invested  capital  or 
I  true  valuation  of  the  railroads.  Reductions  in  rates  should  revive 
many  enterprises  which  have  been  throttled  by  excessive  rates  and 
greatly  increase  the  volume  of  railroad  traflic.    A  continuation  of 

E resent  rates  must  result  in  decentralization  of  the  meat-packing 
ufiiness  and  numerous  other  great  industries. 

Third.  Reductions  in  marketing  costs.  The  legislation  recently 
enacted  will  give  the  Secretary  ot  Agriculture  authority  to  investi- 
gate the  reasonableness  of  most  of  the  charges  at  the  central  markets, 
and  to  order  such  reductions  as  he  may  consider  proper. 
f  Fourth.  A  better  system  of  distribution,  which  will  bring  about 
I  a  reduction  in  the  spread  between  the  prices  received  by  live-stock 
I  producers  and  the  prices  consumers  must  pay  for  meats  and 
I  other  live-stock  products.  The  recent  legislation  gives  the  Secre- 
f  tary  of  Agriculture  authority  to  supervise  the  business  practices  of 
the*  wholesale  meat  trade.  Frequent  investigations  of  the  retail 
meat  trade,  judicious  publicitv  and  bulletins  designed  to  encourage 
better  busine^  methods  would  no  doubt  help  to  correct  many  exist- 
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ing  retail  trade  evils  and  reduce  the  spread  between  wholesale  and 
retail  meat  prices. 

Fifth.  Protection  from  unfair  competition.  Carefully  prepared 
bulletins  and  other  forms  of  publicity  setting  forth  the  true  footl 
value  of  meats  would  encourage  meat  consumption  and  prove  help 
ful  to  the  industry.  Such  publicity  has  been  issued  by  the  Govern- 
ment in  connection  with  other  products.  The  live-stock  industry 
should  m  someway  be  protected  from  unfair  publicity  by  manu- 
facturers of  so-called  meat  substitutes  and  patent  medicines. 

Sixth.  Reasonable  tariff  duties  on  live  stock,  meats,  hides,  wool, 
etc.,  which  will  prevent  tax-paying  American  producers  from  being 
forced  to  compete  in  our  home  markets  with  products  from  foreign 
countries  having  cheaper  lands,  pauper  labor,  lower  transportation 
rates,  lower  taxes,  and  lower  living  standards.  As  a  result  of  heavy 
importations  of  meats  and  hides  during  the  past  year,  millions  of 
dollars  which  should  have  been  paid  to  American  producers  and 
remained  in  American  channels  of  trade  to  help  relieve  the  pr^ent 
financial  stringency  have  gone  to  help  develop  the  business  of  com- 
petitors in  foreign  lands. 

Mr.  Cowan.  In  connection  with  Mr.  Williams's  testimony  I  would 
like  to  read  a  statement  in  regard  to  the  excess  of  imports  over 
exports.    I  got  the  chief  clerk  of  the  Census  Bureau  to  get  this 
information  for  me,  and  I  have  the  original  papers  here  to  show. 
In  1919,  572,537  cattle  imported  more  than  exported. 
In  1920,  492^89  more  head  of  cattle  imported  than  exported. 
In  1921, 184,301  more  head  of  cattle  imported  than  exported. 
These  are  for  the  fiscal  years. 

Last  year  we  became  for  the  first  time  a  greater  importer  of  meats 
than  exporters. 

The  Chairman.  When  you  say  meats,  are  you  referring  to  slaugh- 
tered animals  or  cattle? 

Mr.  Cowan.  I  am  referring  to  fresh  meats,  cattle,  beef,  and  mut- 
ton. 

Mr.  Williams.  I  think  it  will  be  found  that  a  large  percentage  of 
the  imports  was  mutton. 

Mr.  Cowan.  I  will  furnish  these  statistics  for  you.    I  am  merely 
calling  your  attention  to'these  figures  at  this  time. 
Mr.  Chairman.  We  have  the  figures. 
Mr.  Cowan.  They  are  among  the  fig^ures  I  will  submit. 
Mr.  Williams.  Judge  Cowan,  isn't  it  also  true,  or  rather,  don't 
you  think  it  probably  true  that  the  actual  imports  of  cattle  from 
Mexico  during  the  periods  which  those  figures  cover,  were  perhaps 
slightly  larger  than  shown? 

Mr.  Co  WAN.  That  might  be,  because  they  were  not  all  inspected; 
nobody  knew  how  they  came.  But  this  mainly  represents  importa- 
tions from  Canada  to  the  Chicago  market,  where  a  great  decline  in 
1921  was  manifested,  because  of  the  lessened  price  of  cattle  in  1921. 
The  Chairman.  Is  that  in  numbers  or  dollars? 
Mr.  Cowan.  This  is  in  cattle,  the  number  of  head  of  cattle.  The 
value  I  would  not  want  to  undertake  to  state,  but  it  is  not  very 
important. 

In  regard  to  the  bankers,  I  would  like  to  ask  Mr.  Williams  if  it  is 
not  a  fact  that  the  bankers  of  Fort  Worth  and  other  bankers  would 
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telJ  anybody  that  comes  in  that  they  were  loaned  right  up  to  the 
handle,  and  deposits  are  declining,  and  they  can  not  make  new  loans  ? 

Mr.  WiujAMS.  That  is  what  I  understand. 

Mr.  Cowan.  Everybody  is  told  that.  Now  isn't  that  the  case  at 
Kansas  City? 

Mr.  Williams.  That  is  true,  yes  sir. 

Mr.  Chairman.  Well,  that  was  true  six  months  ago ;  I  don't  believe 
it  is  true  to-day. 

Mr.  Cowan.  Absolutely  so,  Mr.  Chairman. 

Mr.  WiLLiA3is.  Yes. 

The  Chairman.  They  make  that  statement,  but  my  guess  is  that 
the  Kansas  City  banks  and  the  Fort  Worth  banks  are  not  extended 
to-day. 

Mr.  Williams.  I  do  not  make  this  as  a  statement  of  fact,  but  merely 
my  own  opinion,  that  you  will  find  that  the  deposits  have  substan- 
tially declined  in  both  of  those  cities  in  the  institutions  that  handle 
cattle  paper.  Furthermore,  a  large  per  cent  of  the  cattle  loans  are 
handled  by  loan  companies  which  do  not  have  general  deposit 
accounts  but  sell  their  paper. 

Mr.  Cowan.  The  deposits,  Mr.  Chairman,  have  very  greatly 
declined  in  the  Dallas  and  Fort  Worth  banks.  I  have  talked  with 
such  men  as  Mr.  Connell,  Mr.  Van  Zandt,  and  the  officers  of  the 
First  National  Bank  and  the  Drovers'  National  Bank  of  Kansas 
City,  and  many  banks  over  the  country,  and  we  have  the  evidence 
that  was  produced  before  the  Interstate  Commerce  Commission  as 
to  the  financial  condition  in  Denver,  and  all  the  stockmen  and  bank- 
ers concurred  in  that  statement,  that  the  banks  are  simplv  unable  to 
make  new  loans  on  account  of  the  very  large  amount  oi  old  paper 
that  they  had  to  carry  and  the  decrease  in  the  available  deposits. 
Now  I  am  not  talking  about  your  time  deposits.  They  are  a  very 
small  part  of  the  deposits  in  tfie  bank. 

Mr.  Chairman,  I  would  like  to  file,  for  the  purpose  of  informa- 
tion, for  this  record,  the  testimony  given  in  detail  at  Denver  by  Mr. 
Fred  Warren,  the  son  of  Senator  Warren,  who  runs  the  business  in 
%oming,  as  to  the  conditions  in  the  State  of  Wyoming. 

Also  the  testimony  of  Dr.  S.  W.  McClure,  formerly  secretary  of 
the  National  Wool  Growers,  and  a  man  of  encyclopedic  knowledge 
on  the  subject  of  the  entire  intermountain  and  northwestern  country 
and  the  wool  and  sheep  business. 

And  also  the  testimony  of  Mr.  Charles  Collins,  a  large  ranch  owner 
of  Denver. 

^ow,  this  testimony  is  by  men  who  are  actually  in  the  business, 
with  complete  knowledge  of  it,  and  shows  the  entire  situation  as  it 
existed  on  the  1st  day  of  June,  when  they  testified.  And  I  have 
had  transcribed  already  in  part  the  testimony,  and  will  have  the 
l>alance  transcribed  upon  the  record  which  I  would  like  to  file,  as  I 
think  it  will  be  a  valuable  matter  of  infonxiation,  as  it  was  the  sworn 
testimony  of  these  men,  who  have  very  complete  knowledge  of  the 
subject  * 

The  Chairman.  Without  objection  it  may  appear  in  the  record. 

Mr.  Cowan.  I  can  not  furnish  it  to-day,  but  in  the  course  of  a  very 
short  time  I  will  furnish  it,  along  with  the  statistical  data  which  I 
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have  secured  since  I  have  been  in  Washington,  made  up  by  the  Cen- 
sus Bureau  and  experts  of  the  different  departments. 

(The  testimony  of  Mr.  Warren,  Dr.  McClure,  and  Mr.  Cowan, 
together  with  the  statistical  data,  all  of  which  is  to  be  furnished  by 
Mr.  Cowan,  will  be  inserted.) 

The  Chairman.  If  there  is  nothing  further,  we  are  very  much 
obliged  to  you,  Mr.  Williams,  and  to  you  also,  Judge  Cowan. 

The  commission  will  take  a  recess  until  10  o'clock  to-morrow 
morning. 

(Thereupon,  at  5.45  p.  m.,  an  adjournment  was  taken  until  10 
o'clock  a.  m.  of  the  following  day,  Thursday,  August  11,  1921.) 
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THTTBSDAY,  ATTGTTST   11,   1921. 

Congress  of  the  United  States, 
Joint  Commission  of  Agricultural  Inquiry, 

Washington^  D.  C. 
The  Chairman.  Mr.  Doak,  the  commission  will  hear  you  for  about 
10  minutes,  if  you  proceed  now. 

STAISHENT  OF  W.  B.  DOAK,  MEMBEB  OF  THE  FAEUEBS'  UNION, 
CLIFTON  STATION,  VA. 

Mr.  DoAK.  The  Federal  farm  loan  act  made  two  efforts  at  financing 
land,  diametrically  opposite ;  the  one,  the  American  cooperative,  the 
other  the  joint-stock  bank,  organized  for  private  profit.  Now,  we 
have  in  the  system  4,000  national  farm-loan  associations  of  some 
200.000  members.  Of  the  twenty-four  or  twenty-five  million  stock 
in  the  12  land  banks,  $18,000,000  is  subscribed  by  the  loan  associa- 
tions, which  can  only  lend  for  refunding  or  productive  and  prescribed 
purposes.  We  have  in  the  same  deal  the  joint-stock  bank,  with  no 
restriction  whatever  as  to  the  amount,  place,  or  purpose  of  the  loan. 
It  may  be  argued  that  the  $10,000  limit  in  the  cooperative  is  right 
or  is  not.  It  may  be  too  little.  I  think  it  is.  The  majority  o* 
/armers  think  it  is  altogether  too  small  to  finance  American  agri- 
culture at  this  time,  in  view  of  the  fact  that  our  loans  have  doubled, 
awording  to  the  last  census.  Instead  of  paying  off  our  farm  debt 
during:  the  war  we  have  doubled  it.  The  farm  debts  have  increased 
largely,  both  in  number  and  amount,  and  for  that  reason  and  for 
other  good  reasons  the  limit  is  small.  It  was  small  then,  and  rela- 
tively much  smaller  now. 

,  ^0  Congressman  can  argiie  that  we  should  have  limited  the  loan 
in  the  cooperative  association  to  $10,000  where  the  association  as- 
sumed 10  per  cent  liability,  where  there  was  greater  security  other- 
wise, and  should  have  turned  loose  a  bunch  of  bankers  under  the 
joint-stock  banks  to  lend  without  limit  any  amount  of  money  to 
anvbodv  for  any  purpose. 

By  the  way,  it  is  m  direct  conflict^  with  the  time-honored  policy 
of  Congress,  which  I  believe  is  rigKt,  that  the  public  domain,  as 
contradistinguished  with  the  British  policy  in  Australia,  and  the 
Spanish  policy  in  South  America,  whereby  they  leased  or  sold  im- 
inenae  quantities  of  land  at  a  nominal  price  or  rental.  The  policy 
^  this  country  has  been  to  divide  the  public  domain  into  small  or 
family-size  f anna    That  policy  is  wise  and  right. 
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There  was  once  an  honest  Englishman,  W.  E.  Gladstone.  In  hi 
speeches  on  the  Irish  land  question,  which,  by  the  way,  I  think  ar 
the  ablest  in  the  English  language,  he  makes  two  statements  in  r€ 
gard  to  land.  He  sajs  that  "land  is  one  of  the  things  which  do€ 
not  permit  of  indefinite  expansion."  And  the  other,  that "  one  man' 
possession  of  land  is  the  other  man's  exclusion,"  and  for  those  tw 
reasons  a  monopoly  in  land  is  the  most  vicious  of  all  monopolies. 

I  made  the  accusation  that  the  joint-stock  land-bank  clause  of  th 
Federal  farm  loan  act  was  the  most  vicious  piece  of  pro-trust  legis 
Jation  in  the  history  of  Congress.  That  was  my  honest  opinion  abou 
it — for  this  reason,  it  has  the  special  privileges  of  exemption  froi 
taxation  without  restrictions  which  are  necessary  to  make  it  serv 
the  majority.  It  enlarges  and  encourages  landholding.  Now,  th 
statement  went  through  the  United  States  Senate  Banking  and  Cui 
rency  Committee.  Senator  Capper,  and  it  was  absolutely  wrong,  tha 
their  loans  were  limited  to  $A,000.  As  a  matter  of  fact,  there  is  n 
limit  in  the  act  itself  to  the  amount  of  money  that  may  be  loaned  h 
joint-stock  banks.  A  ruling  of  the  board  put  on  a  limit  of  $40,0Q 
and  was  very  wise,  but  suppose  that  board  is  changed?  I  undei 
stand  one  member  of  the  board  thinks  of  resigning  now.  Anothe 
member's  time  expires  next  year.  A  change  oi  one  member  on  tha 
board  and  it  would  probably  recall  that  order.  There  is  nothing  ii 
the  world  then  to  prevent  that  act  being  allowed  to  finance  a  gian 
landholding  corporation,  a  million-acre  estate. 

I  want  to  make  one  comment  upon  this  Federal  reserve  systeno 
My  Literary  Digest  told  me  that  they  had  loaned  in  financing  the  sill 
trade  $448,000,000,  I  believe  it  was,  an  average  of  $10  a  pound  fo 
raw  silk  during  1920,  when  they  were  at  the  same  time  telling  you  i\ 
Texas  that  they  could  not  pay  10  or  12  cents  a  pound  for  cotton 
when  they  could  not  finance  wool  that  we  had  in  warehouses  in  Vii] 
ginia  at  even  15  cents  a  pound.  Just  where  did  they  get  that  or  othej 
money  ?  I  may  be  wrong,  but  the  Comptroller  of  the  Currency  sayj 
$1,000,000,000  was  being  loaned  at  20  per  cent.  Meanwhile  four  Ne\i 
York  banks  had  taken  more  out  of  other  regional  banks  than  manj 
States.    Now,  my  Bible  tells  me  that  usury  is  a  crime. 

He  that  putteth  not  out  his  money  to  usury  nor  taketh  reward  against  th< 
innocent.     (Psahn  xv,  5.) 

For  the  love  of  money  Is  the  root  of  all  evil.     (I  Tim.  vi,  10.) 

And  Jesus  went  into  the  temple  of  God  and  cast  out  all  thein  that  sold 
and  bought  in  the  temple,  and  overthrew  the  tables  of  the  money  chan^rs 
(Math,  xxi,  12.) 

We  have  made  it  a  den  of  thieves.     (Math,  xxi,  13.) 

And  when  he  had  made  a  scourge  of  small  cords,  he  drove  them  out  of  th* 
temple.     (St.  John  ii,  15.) 

Statements  have  been  made  repeatedly  by  officials  who  ought  te 
know,  that  they  were  allowed  to  take  this  money  from  farming 
States,  usury  furnishing  the  motive  power  and  our  Federal  reserve 
system  the  vehicle. 

The  Chairman.  A  Federal  reserve  bank? 

Mr.  DoAK.  Well,  the  national  bank.  All  the  banks  in  New  York 
City,  practically,  are  under  the  Federal  reserve  system,  practically 
all.  Of  course,  the  State  banks  come  in  in  the  West,  but  I  take  it 
that  practically  all  in  New  York  City  are  under  the  Federal  reserve 
system,  and  it  is  in  violation  of  law.  Nearly  all  States  in  the  Union 
have  usury  laws. 
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Sepresentative  Sumnebs.  Well,  the  Federal  reserve  system  does 
not  nBTe  to  do  with  or  does  not  have  control  over  the  amount  of  in- 
terest that  the  member  banks  may  charge.  Those  things  are  under 
the  regulation  of  the  State  law.  There  have  been  enough  things 
charged  to  these  poor  fellows  without  holding  them  responsible  for 
interest. 

Mr.  DoAK.  Do  you  mean  to  argue  to  me  that  the  Federal  reserve 
system  has  nothing  to  say  about  who  they  extend  credit  to,  or  how 
much  they  were  allowed  to  charge?  Have  they  got  to  pinch  every 
fanner  and  small  business  in  the  United  States  fecause  a  bunch  of 
blooming  speculators  in  silks  or  gambling  stocks  are  able  to  pay  20  or 
100  per  cent  for  money?  Why  shouldn't  they  restrict  their  credit? 
Why  shouldn't  thev  say :  "  You  can  not  have  money  at  all  at  any 
price  from  any  banK  in  the  Federal  reserve  system  for  gambling  "  ? 

Representative  Sumkers.  That  is  a  different  proposition. 

Mr.  DoAK.  There  was  enough  money  put  into  the  silk  trade  to 
finance  all  the  cotton  and  wool  in  the  TJnited  States  in  1920.  Japan 
got  an  avera^  of  oyer  $10  a  pound  for  raw  silk  and  invested  one- 
tenth  of  the  money  in  wool  and  got  a  better  textile  and  took  it  over 
there.  I  am  here  to  tell  you  that  Gov.  Harding  has  not  got  sense 
enough  to  deal  with  the  Japs;  he  may  be  able  to  deal  with  us.  He 
and  Secretary  Houston  did  hit  us  a  hard  below-the-belt  lick  in  this 
deflation. 

The  Cratbman.  Without  objection  the  commission  will  take  a  re- 
eess  until  10  o'clock  to-morrow  morning. 

(Whereupon,  at  4  o'clock  p.  m.,  an  adjournment  was  taken  until 
10  o'clock  a.  m.  the  following  day,  Friday,  August  12,  1921.) 
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FBIDAT,  AXrOtTST  18,  1981. 

CoKQKESg  OF  THE  UniTED  StaTBS, 

Jonrr  Cohmisbion  of  Agbicuijtural  iKauiBT, 

WoBhingtan^  D.  C. 

The  joint  commission  met,  pursuant  to  adjournment  taken  on 
yesterday,  at  10  o'clock  a.  m.,  in  room  70,  Capitol  Building,  Bepre- 
aentative  Sydney  Anderson  (chairman)  presiding. 

The  Chaibman.  The  commission  will  come  to  order.  The  com- 
misskm  this  morninjz  will  hear  l^r.  Tred  J.  Xixigham,  of  the  Federal 
Milling  &  Elevtor  Co.,  of  Lockport,  N.  Y.^  who  was  formerly  head 
of  tt^  ndlling  dimHon  ofethe  FJood  Admiiustr^tic^  . 

Mr.  Linghaxn,  the  commission  would  like  to  have  you  discuss  in 

rsral  the  spread  between  the  price  of  wheat  and  the  price  of  flour^ 
Farious  elements  that  are  involved  in  that  spread,  and  the  com- 
plications of  the  marketing  machinery  used  in  the  sale,  manufacture, 
and  distribution  of  wh^t  flour. 

RAIEBEIIT  OF  IKE.  FRED  T.  UNOHAX,  FEDEKSL  MILLnrQ  4b 
ELEVATOR  CO.,  lOCKPOKT,  H.  T. 

Mr.  LiKOHAM.  Mr.  Chairman  and  gentlemen  of  the  commission,  I 
came  down  without  finy  forn^al  staten^ent  prepared,  not  knowing  just 
vhgb  inf proEiatipn  migj^  be  wantoid,  ei^c^pi^g  rthat  I  realizea  that 
Mturally  you  woula  want  to  know  the  general  reasons  for  the 
spread  between  the  farm  producer  and  the  actual  consumer. 

One  reason  for  the  big  spread  to-day  is,  of  course,  the  high  freight 
rates.  I  have  prepared  a  $mall  table  riving  these  freight  rates,  in 
bushels.  For  instance,  the  rate  from  Eageley,  central  North  Dakota, 
on  wheat  to  the  seaboard  is  44.4  cents  per  bushel ;  from  Goodland, 
Kans.,  on  the  Colorado-Kansas  State  line,  it  is  47.1  cents  per  bushel. 
^  eourse,  I  just  have  taken  typical  points ;  all  points  in  the  above 
States  would  not  be  the  same. 

Domestic  freight  rmtes  per  hushel  to  New  York  City,  Aug.  10, 1921, 


Wheat.         Corn. 


Oats. 


^«>ndb.Kaiisu  State  Line  (Ooodland,  Kans.) 
Jt«W8CUy,Mo 


Oenit. 
44.4 

29.7 
47.1 


OBntt. 
41.44 
27.72 
48.96 
30.8 


Ofite. 


15.84 
25.13 
17.6 


The  above  flg^ures  do  not  Include  any  coniniiaslons,  handling,  or  transfer 
^*rge8.  Rates  for  export  lire  3  c-ents  less  from  the  Northwest  and  4  cents  less 
'rnm  the  Southwest  per  100  pounds. 
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Now,  when  you  realize  as  regards  the  price  of  wheat,  which  is  what, 
I  presume,  you  want  me  to  cover,  the  price  which  the  farmer  gets 
is  the  value  at  the  seaboard  for  export  less  freight.  So  lon^  as  we 
have  exportable  surplus  of  wheat,  that  exportable  surplus  mtuces  the 
price  for  wheat,  in  9  general  way. 

Senator  Len^oot.  Sy  that  do  you  mean  the  Liverpool  price? 

Mr.  LiNOHAM.  Yes ;  the  Li verpW  or  seaboard  prices  are  practically 
the  same  after  allowing  for  ocean  frei^t^  We  nave  to  compete  with 
Australia  and  India  at  times,' so  the  JLiverpool  and  seaboard  price 
makes  the  price  for  the  comtry  as  a  whole.  , 

On  the  9th,  which  was  Tuesday  last,  Ko.  2  hard  wheat  was  worth 
about  $1-40  at  the  seaboard.  That  amount  is  not  exact,  because  of 
variations  in  grades,  but  about  $1.40.  That  means  that  the  freight 
fipom  the  western  part  of  Kansas  was  taking  about  one-third  of  the 
final  selling  price. 

Now,  in  saying  that  I  do  not  attempt  to  say  at  all  that  freight  rates 
should  be  reduced ;  I  don^  know.  I  think  that  is  something  only  a 
freight  man  is  competent  to  pass  on. 

Senator  Lenroot.  In  that  connection,  can  you  tell  us  what  the  pre- 
war freight  rate  was  from  the  same  points? 

Mr.  LiNOHAM.  The  prewar  freignt  rate  would  have  been  about 
half. 

Senator  Lenroot.  About  17  or  18? 
•   Mr.  LiKGHAK.  I  forget  the  exact  figures,  but  I  think  about  half. 

The  Chairman.  It  would  have  been  more  than  half. 

Mr.  LiNGHAK.  As  a  matter  of  fact,  the  prewar  rate  to  Buffalo  was 
then  11,  flind  now  it  is  24,  so  it  lyak  less  than  half.     . 

Senator  Lekroot.  Are  these  all  rail  rates  you  are  giving,  or  lake  and 
raa? 

Mr.  LiKQHAM.  These  are  all  raUl 

Senator  Lenroot.  How  about  the  lake  and  rail  rates? 

Mr.  LiNQHAM.  I  do  not  know  just  how  the  water  rates  compare, 
but  they  would  be  very  little  less;  probably  not  more  than  2  cents 
lesSj  when  you  include  the  transfer  charges  necessary.  When  you 
bring  the  wh^at  from  Kansas  City  and  attempt  to  ship  over  the 
Lakes,  yoU  brmg  it  from  Kansas  City  to  Chicago,  and  the  norUi- 
westem  wheat  to  t>uluth,  and  at  Chicago  or  Puluth  transfer  to  boats, 
and  the  transfer  charges  are  high  at  both  ends.  I  do  not  mean  to  sa; 
unreasonably  high ;  I  do  not  know.  The  charges  are  higher  than  the 
water  freight  itself ,  in  many  cases. 

Senator  Lenroot.  How  many  transfers  do  vou  include ;  more  thalj 
at  Buffalo  ?   I  mean  the  actual  transferring  01  the  grain. 

Mr.  LiNQHAM.  Well,  in  starting  from  Kansas  City,  you  bring  your 
wheat  to  Chicago i 

Senator  Lenroot  (interposing).  Is  that  an  actual  transfer  ol 
grains,  as  a  rule?  ^ 

Mr.  LiNQHAM.  You  mean  at  Kansas  City? 

Senator  Lenroot.  No;  in  Chicago. 

Mr.  LiNGHAM.  Yes;  to  go  by  water. 

Senator  Lenroot.  Into  the  elevators  and  out? 

Mr.  LiNGHAM.  By  the  water  route? 

Senator  Lenroot.  No;  you  are  giving  a  rail  route. 

Mr.  LiNGHAM.  Oh,  I  thought  you  meant  by  lake  and  rail. 
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Senitor  Dbnboot.  No  ;  all  by  raU. 

Mr.  LiNGHAM.  Then  tnere  is  no  transfer. 

Senator  Lekboot.  Then  if  you  ship  by  lake  and  rail,  what  do 
you  do? 

Mr.  LiKOHAM.  Then  you  bring  the  wheat  in  cars  from  Kansas  City 
to  Chicago,  and  then  you  have  to  have  an  arrangement  for  assembling 
wheat  in  cargo  lots.  In  other  words,  it  is  impossible  to  bring  in 
straggfling  cars  of  wheat  and  dump  it  into  a  boat.  You  can  under- 
stanohow  that  is. 

Senator  Lbnkoot.  Well,  it  goes  into  an  elevator. 

Mr.  LiNGHAM.  Yes;  it  goes  into  an  elevator,  and  we  as  millers,  or 
those  who  have  the  grain  at  Chicago,  must  arrange  for  storage  room, 
whidi  is  more  than  the  mere  transier.  In  other  words,  he  must  have 
^ough  storage  room  arranged  for  there  to  assemble  a  sufficient  quan- 
tity of  wheat  for  a  cargo,  as  it  is  called,  or  parcel.  Then  when  the 
wheat  comes  down  the  lake  it  must  be  insured,  whei^s  by  rail  it  does 
not  have  to  be  insured.  You  take  some  chance  of  loss  by  shortage 
bj  boat,  more  than  you  do  by  rail. 

JTow,  at  Buffalo,  there  again  you  must  arrange  for  a  transfer  from 
tbe  boat  to  the  cars.  Then,  again,  in  transferring  from  the  boat  to 
cars  in  Buffalo  you  have  to  transfer  in  bulk  and  arrange  to  take  it 
out  of  that  bulk  in  a  Quantity  that  you  can  unload  into  your  mill.  In 
other  words,  we  mignt  unload  100,000  bushels  from  a  boat  into  an 
elevator  in  a  day  in  Buffalo,  but  we  could  not  take  that  100,000  bushels 
into  our  mill.  We  have  not  the  unloading  facilities,  and  practically 
no  mill  has.  So  there  again  there  is  a  charge  for  storage  as  well  as 
of  transfer. 

Eepresentative  Sumners.  Now,  in  the  practical  operation  of  the 
business  do  vou  buy  in  the  interior  and  go  through  this  procedure,  or 
is  not  the  wheat  assembled  at  Chicago  by  merchants  to  distribute  and 
redistribute  at  Duluth  and  at  Buffalo  ? 

Mr.  LiNGHAM.  At  Buffalo,  say  ? 

Bepresentative  Sumners.  Yes ;  to  be  redistributed  at  Buffalo. 

Mr.  LiNGHAM.  Well,  to  answer  your  question  directly,  we  buy  no 
wheat  in  Chicago  ourselves,  for  the  reason  that  the  so-called  contract 
pides  of  wheat  in  Chicago  are  not  the  kind  of  wheat  we  want.  We 
nave  tried  at  times  to  go  back  into  the  country.  I  have  made  trips 
out  there  myself  and  tried  to  buy  from  country  points.  That  has  not 
been  found  entirely  practicable,  for  the  reason  tnat  the  small  country 
elevator  perhaps  has  one  car  or  five  cars  to-day,  when  perhaps  we 
We  made  no  flour  sales,  and  therefore  do  not  want  to  buy  to-day. 
Then  the  one  car  or  five  cars  he  mav  have  to-day  may  not  be  the 
duracter  of  wheat  we  want.  It  may  be  a  yellow-berry  wheat,  which 
we  do  not  want  to  buy.  So  it  is  very  difficult  for  us — ^I  might  say 
impossible  for  us — to  buy  directly  from  the  interior  country  point  on 
^  Radical  basis,  much  as  we  would  like  to  do  it. 

l^)resentative  Sumners.  You  have  to  go  to  the  country  elevator 
Mid  look  for  the  wheat  ? 

Mr.  LiNGHAM.  What  we  are  doing  this  year  is  going  to  Kansas 
City.  We  place  a  man  in  Kansas  City  to  buy  for  us  to-day  whatever 
wnnber  of  cars  we  mav  say  of  the  kind  of  wheat  we  want. 

Senator  I^nroot.  On  sample? 
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Mr.  LiNGHAM.  All  on  sample.  We  buy  nothing  on  grade  in  Kan- 
sas City.  As  the  wheat  comes  into  Kansas  City  and  the  sample  is 
shown  on  the  floor  he  ffoes  around  and  chooses  the  kind  we  want 

Senator  Lenroot.  Of  course  that  makes  it  more  expensive  to  you, 
where  you  buy  on  sample,  than  if  you  bought  on  contract? 

Mr.  LiNGHAM.  Yes;  but  if  we  bought  on  contract  we  might  get 
wheat  we  could  not  use. 

Senator  Lenroot.  Yes;  I  understand;  but  it  does  add  to  the  ex- 
pense. 

Mr.  LfiNGHAM.  Yes;  it- adds  to  the  expense,  but  it  is  a  necessary 
expense. 

Senator  Lenroot-  What  proportion  of  wheat  is  bought  on  sample, 
rouffhly,  and  what  proportion  on  contract? 

Mr.  LiNGHAM.  I  would  not  like  to  make  a  statement 

Senator  Lsnroot  (interposing) .  I  would  not  expect  you  to  be  accu- 
rate ;  just  approximately. 

Mr.  LiNGHAM.  As  nearly  as  I  could  answer,  I  would  say  pra^ 
tically  all  the  wheat  bein^  liou^ht  out  of  Kansas  City  to-day  is  bought 
on  sample— practicallyjul  of  it. 

Senator  I^nroot.  When  you  buy  on  sample,  how  do  you  hed^e 
against  that;  do  you  turn  in  as  nearly  as  possible  what  the  gnofi 
would  be  on  contract! 

Mr.  LiNGHAM.  In  the  first  place,  we  try  to  buy  wheat  as  we  sell 
flour.   That  puts  us  even  on  the  marKet,  of  course. 

Senator  Lenroot.  So  in  that  case  you  would  not  hedge  at  all? 

Mr.  LiNGHAM.  We  would  then  not  hedge  at  all,  because  we  would 
be  even  as  to  purchases  and  sales.  Now,  it  so  happens  that  to-daj 
we  can  not  sell  as  much  flour  as  we  must  have  wheat  coming  to 
keep  the  mills  in  operation.  In  other  words,  if  we  wait  until  we  sell 
the  flour  and  then  Duy  the  wheat  it  would  oe  perhans  two  or  three 
weeks  or  a  month  ben>re  the  wheat  sot  througn,  ana  our  consumer 
would  not  wait  for  us.  So  we  are  hedging.  We  are  hedging  largely 
in  Chicago,  realizing  that  we  are  hedging  or  selling  wheat  in  Chicago 
which  is  not  like  the  wheat  we  are  buying. 

Senator  Lenroot.  But  you  get  as  near  to  it  as  possible? 

Mr.  LiNGHAM.  Of  course,  you  can  not  ordinarily  use  the  wheat  you 
buy  in  Chicago;  you  have  got  to  buy  or  sell  so  many  bushels  of  Sep- 
tember or  December  wheat,  for  instance. 

Senator  Lenroot.  Are  they  not  in  grades  there? 

Mr.  LiNGHAM.  No. 

Senator  Lenroot.  Not  at  all? 

Mr.  LiNGHAM.  No ;  there  is  a  rule  that  various  grades  are  deliver- 
able in  the  different  markets.  For  instance,  in  Cnicago  any  of  the 
following  grades  are  deliverable  at  the  option  of  the  seller : 

GRADES  OF  WHEAT  DELIVERABLE  IN  CHICAGO  ON  "  FTJTLTIE  CONTRACTS.*' 

No.  1  dark  hard  winter  wheat  No.  1  northern  spring  wheat. 

No.  1  hard  winter  wheat.  No.  1  velvet  chaff  wheat. 

No.  1  yellow  hard  winter  wheat.  No.  1  dark  northern  spring  wheat 

No.  2  dark  hard  winter  wheat.  No.  2  dark  northern  spring  wheat 

No.  2  hard  winter  wheat.  No.  2  northern  spring  wheat. 

No.  2  yellow  hard  winter  wheat.  No.  1  red  spring  wheat. 

No.  1  red  winter  wheat.  No.  2  red  spring  wheat. 
No.  2  red  winter  wheat. 
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Also,  some  of  the  lower  grades  of  wheat  are  dellirerable  on  these  contracts  at 
apedHed  disconnta  In  Minneapolis  the  foUowing  grades  of  wheat  are  deliver- 
tble: 

Na  1  darlc  northern  spring  wheat.  No.  2  dark  northern  spring  wheal. 

Na  1  Dorthem  spring  wheat.  No.  2  northern  spring  wheat. 

No.  1  red  spring  wheat. 

Other  grades  deliverable  at  specified  discounts. 

Senator  Lsnboot.  I  supposed  selling  future  delivery  was  on  spe- 
dfic  grades. 

The  Chatkman.  No  ;  that  is  the  exact  trouble  with  the  proposition. 
If  I  mill  could  hedge  on  its  grain  and  then  when  it  bought  in  its 
hedge  could  elect  to  take  the  wheat  desired  instead  of  selling  its 
hed^  it  would  mean  something;  but  as  it  is,  because  the  miller  can 
not  he  certain  of  being  deliveried  a  miUable  grade  of  wheat  on  the 
hedging  contract,  instead  of  selling  his  wheat,  he  must  take  in  the 
hedge. 

oeoator  ItENROor.  Then,  as  a  matter  of  fact,  you  expect,  when  buy- 
ing (mnade,  thatyou  will  get  the  lowest  grade? 

Mr.  LiNGHAM.  When  buying  on  grade  we  expect  to  get  the  lowest 
(mality  of  the  contract  grade  TOUght ;  and  in  hea^ng  we  simply  hope 
that  the  Chicago— if  we  are  hedging  there — wm  run  parallel  with 
the  cash  wheat.  In  other  words,  we  hope  that  if  we  buy  wheat  at 
$1.50,  if  that  should  go  down  25  cents,  we  hope  Chicago  will  go 
down  the  same,  so  that  where  we  will  have  lost  z5  cents  on  our  cash 
wheat  purchase  we  will  have  made  that  26  cents  on  our  Chicago 
hedge.  And,  of  course,  it  acts  in  the  reverse  way — that  if  the  cash 
wbeit  goes  up  and  we  make  25  cents  on  the  cash  wheat,  then  we  will 
iiave  lost  that  25  cents  on  our  hedge.  In  other  words,  we  do  not 
tiedge  to  make  money :  we  hedge  as  an  insurance  against  loss. 

Senator  Lekboot.  Does  it  sometimes  occur  that  the  lower  grades 
go  down  and  the  higher  grades  up  I 

Mr.  LiNOHAM.  Very  oecidedly  so.  For  instance,  within  the  last 
month  in  Minneapjolis  cash  wheat  sold  at  75  cents  over  their  option. 
^Hien  we  buy,  while  we  hed^  to  minimize  our  loss,  we  realize  that 
there  is  little  chance  of  its  bemg  a  sure  insurance  against  loss. 

Senator  Capper,  Would  it  be  helpful  toyou,  and  would  it  f  acili- 
ttte  your  business,  if  the  grain  growers  of  Kansas  and  other  Western 
States  would  organize  in  a  large  way  cooperatively  and  furnish  you 
their  grain  throu^  one  large  general  sales  agency  ? 

Mr.  LiNOHAM.  1  will  answer  that  in  perhaps  an  indirect  general 
way.  We  would  like  to  buy  just  as  directly  from  the  producer  as 
poeable^  All  mills,  I  think,  are  in  that  position.  It  is  la^oing  to  be 
very  difficult,  I  believe,  for  the  farmers  to  work  out  a  selling  organi- 
zation where  their  expenses  of  handling  the  business  will  be  much, 
if  any,  lower  than  the  present  expenses  tetween  the  producer  and  the 
consumer. 

S^ator  Cappek.  That  would  then  be  in  favor  of  a  movement  in 
that  direction,  would  it  not? 

Mr.  LiNOHAK.  Well,  our  preference  would  be  to  buy  from  the 
producer;  but  practically  I  question  whether  that  movement  is  going 
to  be  a  success.    That  would  be  my  answer. 

Senator  Capper.  What  would  enter  in  the  way  of  a  movement  of 
that  kind?    What  objection  do  you  see?     What  difficulties  would 

they  meet? 
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Mr.  LiNGHAH.  You  are  going  to  have  lai^ge  expenses  in  doing  the 
business.  For  instance,  I  have  a  miller  inend  m  Kansas  who  hu 
a  lot  of  elevators  in  the  country.  He  told  me  last  year  that  it  was 
costing  him  considerably  more  to  buy  his  wheat  through  his  owi 
country  elevators  than  that  same  wheat  would  net  him  on  the  Kansas 
City  Board  of  Trade,  the  reason  being  that  the  movement  of  wheal 
to  those  country  elevators  was  not  large  enough  to  take  care  of  tiu 
fixed  expenses  of  keeping  those  ^elevators  open.  Of  course,  again 
the  movement  to  those  elevators*  might  be  large  enough  so  th^  1m 
would  have  a  very  small  cost. 

Senator  Capper.  But  in  the  instance  I  cite,  you  would  not  be 
dealing  with  the  small  country  elevator;  you  would  be  dealing  witl 
the  one  general  sales  agency  representing  a  great  many  grain 
growers.  Now,  would  not  that  remove  some  of  the  diffioulties  yov 
speak  of? 

Mr.  LiKQHAM.  We  would  be  very  glad  if  that  can  be  brought 
about. 

Representative  Sumners.  Speaking  of  your  country  elevators  and 
the  expense  of  their  operation,  is  it  not  necessary,  in  order  to  avoid 
storm  damage  and  the  deterioration  of  the  grain,  to  be  able  to  put  it 
into  an  elevator  reasonably  close  to  the  place  of  producticm;  to  make 
my  question  clear,  can  you  during  the  period  of  grain  tnra^ing, 
without  having  to  provide  an  enormous  unnecessary  transportation 
facility — ^unnecessary  in  ordinary  times — ^move  that  grain  to  the 
great  concentrating  elevators  at  the  terminal  market! 

'Mr.  LiNGHAM.  I  believe  that  wheat  should  be  stored  as  near  th^ 
point  of  production  as  possible.    Does  that  answer  your  question! 

Representative  Sumners.  That  answers  my  question ;  yes,  sir. 

Mr.  LiNGHAM.  I  believe  it  should  be  stored  as  near  tne  point  of 
production  as  [possible,  for  the  reason  that  when  you  have  it  back  at 
the  point  of  origin  you  have  a  wider  choice  as  to  where  that  wheat 
may  be  shipped,  and  you  can  ship  it — assuming  that  you  are  a 
farmer  or  a  country  elevator  man — ^you  can  ship  it  Sien  to  flie  market 
paying  the  highest  price  at  the  moment. 

Representative  Sumners.  As  Senator  Capper  has  in  mind,  if 
you  had  a  number  of  these  elevators  sufficiently  large  to  handle 
enough  grain  to  justify  their  administration  and  the  assembling  ftt 
some  particular  central  point — ^not  the  grain,  but  samples  of  the 
grain,  or  a  description  of  the  grain  by  grade,  so  that  buyers  could 
resort  to  that  place  without  having  to  scour  the  country — would  such 
an  arrangement  be  feasible  from  an  economic  standpoint  and  from 
an  economical  standpoint? 

Mr.  LiNGHAM.  Well,  last  week  a  man  in  charge  of  one  of  our 
mills— we  have  a  mill  in  Ohio— wanted  to  do  a  similar  tiling.  The 
country  around  there  had  some  off-grade  com  at  times ;  he  wanted  our 
permission  to  send  out  samples  of  mat  com,  or  rather  of  cracked  corn 
and  com  meal  made  from  tnis  off-grade  com,  and  sell  it  on  sample.  I 
said,  "  Theoretically  it  is  all  right,  but  you  send  out  those  samples 
broadcast,  and  one^  man  will  buy  and  the  other  ninety-nine  people 
might  come  in  and  want  it,  and  you  will  have  to  say, '  It  is  sold.- 

Now,  that  is  somewhat  different  from  your  proposition,  because 
your  idea  would  be  that  these  hundred  or  thousand  country  elevators 
would  send  samples,  possibly  to  Chicago,  and  they  would  only  sell 
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ihroi^  the  Chicago  office.  I  think  that  would  be  practical,  but  it 
3  posBihle  to-day. 

Keppeaentative  Sumnbrs.  Yes;  it  is  possible 

Mr.  LiKGHAM  f  interposing) .  We  will  buy  from  any  country 
iIe?ator  on  a  sample  6i  the  incuvidual  car,  and  will  be  very  glad  to. 

Representative  Sxtmners.  But  the  difficulty,  unless  there  is  some 
iffiliation  of  country  elevators,  would  be  that  no  individual  elevator 
ioald  afford  to  maintain  a  place  in  Chicago  to  which  buyers  could 
wort,  nor  could  they,  perhaps,  maintain  the  necessary  office  force 
ind  the  necessary  exprt  service  in  order  to  be  able  to  deal  satisfac- 
oiilj  either  for  their  elicits  or  satisfactorily  from  the  standpoint 
if  the  miller  who  desires  the  service. 

Mr.  LiNQHAM.  That  is  true,  but  the  country  elevator  to-day  can 
end  his  samples  to  a  grain  man  in  Chicago. 

Eepresentative  Sttmners.  Oh,  yes. 

Mr.  LiKOHAM.  He  can  do  that  to-day. 

Eepresentative  Sttmners.  Yea 

Mr.  LiKOHAM.  And  I  believe  it  will  be  found  by  experience  that 
le  can  do  that  to-day  as  cheaply  as  he  may  be  able  to  ao  it  through 
iiat  office. 

Senator  Lenroot.  Does  he  do  it,  as  a  matter  of  fact,  now? 

Mr.  LnfGHAM.  I  do  not  believe  he  is  doing  it  to  any  large  extent. 
'  do  not  know  to  what  extent  it  is  being  done. 

Bepresentative  Ten  Etck.  Would  you  be  able  to  purchase  any  bet- 
er  through  the  country  elevator  if  tne  Government  would  establish 
jttding  of  wheat  as  regards  the  various  varieties,  with  a  certificate 
etting  forth  the  moisture,  the  dockage,  and  the  foreign  material? 

Mr.  LiNOHAM.  We  have  that  to-day. 

Bepresentative  Ten  Etok.  No;  from  information  I  have  gained 
elsewhere,  especially  on  spring  wheat,  we  have  a  governmental  grad- 
^,biit  it  is  not  graded  m  accordance  with  the  berry  of  the  wheat, 
rbe  grade  is  given  in  accordance  with  the  foreign  material  and  dock- 
age and  moi^ure,  which  governs  the  grade  of  the  wheat.  Now,  I 
UD  asking  whether  you  could  buy  better  from  the  country  elevator 
if  the  wheat  was  graded  on  the  berry  alone,  and  a  certificate  given 
wtting  forth  the  moisture  of  that  wheat  and  the  dockage  and  the 
foreign  material;  then  you  would  know  exactly  what  tnat  wheat 
*as;  you  would  know  the  seed  of  the  wheat;  and  you  would  know 
thegradeof  the  wheat  itself. 

Mr.  LmoHAM.  Possibly  I  should  answer  your  question  this 
ny- — 

Bepresentative  Ten  Etck  (interposing).  Am  I  right  in  my  con- 
clusion in  the  difference  in  the  way  the  wheat  is  graded  to-day, 
^ially  the  spring  wheat? 

Mr.  LofOHAM.  I  am  going  to  satisfy  you  by  my  answer.  I  was, 
8optte  years  ago,  chairman  of  the  Millers'  National  Federation  Com- 
niittee  on  grain  grades.  I  worked  for  something  like  two  years, 
spending  a  good  deal  of  my  time  in  Washington  at  my  own  ex- 
P®8e— or  the  expense  of  the  organization — Of  course,  I  had  no  pay 
whjaver— workmg  for  Federal  grades,  hoping  that  we  then  would 
"•We  to  buy  on  grades,  as  you  have  outlined.  But  there  is  such 
» wide  difference  in  the  quality  of  the  wheat  throughout  the  same 
section,  or  in  some  instances  even  from  the  same  farm,  that  we  are 
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buying  very  little  on  grade.  Now,  if  what  you  say  would  be  possible 
I  would  say  yes.  The  situation  is,  however,  that  the  official  descrip 
tions  of  various  grades  of  wheat  go  into  minute  details  in  describini 
the  character  of  different  wheats. 

Representative  Mills.  May  I  ask  a  question— I  am  not  a  farmer 
the  way  the  rest  of  these  gentlemen  are,  so  please  be  a  little  ele 
mentary  with  me.  As  I  understand  Senator  Capper's  question,  h^ 
proposes,  through  a  cooperative  agency  larse  enough  to  deal  directly 
with  the  millers,  to  avoid  the  process  of  seUing  in  the  open  market! 
is  that  your  understanding  of  the  question! 

Mr.  LiNOHAM.  That  is  my  undeistanding. 

The  Chairman.  Able  to  deliver  a  given  kind  and  character  oi 
wheat,  and  a  ^ven  OTade  at  a  given  time  and  given  place. 

Representative  MSlls.  Let  me  ask  you  first,  if  mat  is  the  case 
who  would  finance  the  carrying  of  that  wheat  until  the  time  thaj 
delivery  came?  I 

Mr.  LiNGHAM.  The  farmer's  organization  naturally  would. 

Representative  Mills.  Would  that  be  a  very  heavy  financial  buii 
den  requiring  a  large  capital  ? 

Mr.  LiKGHAM.  Yes,  sir.  i 

Representative  Mills.  Let  me  ask  ^ou  a  second  question :  As  f  ai 
as  the  milling  industry  is  concerned,  it  buys  wheat  in  advance,  doe 
it  not,  months  in  advance,  contracting  for  future  delivery? 

Mr.  LiKGHAM.  They  do  at  times,  but,  generally  speaking^  mill 
buy  for  current  requirements — ^I  think  in  a  general  way  mUls  as  \ 
whole  are  not  buying  beyond  their  expected  requirements  to  ke^ 
their  mills  in  operation.  _       1 

Representative  Mills.  No;  but  you  misunderstand  me  entirely 
The  miUs  do  not  wait  until  the  crop  is  ready  for  market  to  do  then 
buving? 

Mr.  LiNGHAM.  Mav  I  ask  if  you  have  the  idea  that  the  mills  as  i 
whole  do  buy  away  ahead  ? 

Representative  Mills.  I  had  an  idea  that  they  bought  a  reasonably 
time  in  advance,  so  as  to  know  where  they  stood.  I  did  not  suppose 
they  bought  from  day  to  day.  ! 

Mr.  liiNGHAM.  OhjVes ;  we  buy  from  day  to  day.  We  have  to-dal 
standing  orders  in  Itansas  City  to  buy  so  much  each  day,  and  tW 
same  thing  in  Minneapolis.  I 

Representative  Mills.  Exactly.    How  far  ahead  do  you  do  that? 

Mr.  LiNGHAM.  We  only  buy  enough  ahead  to  keep  a  flow  coming 
to  keep  our  mills  in  operation. 

Representative  Mills.  Do  you  contract  at  all  for  future  delivery  5 

Mr.  LiNGHAM.  To-day  not  at  all.  ! 

Representative  Mills.  I  am  not  asking  about  to-day,  but  I  wil] 
say  as  a  normal  proposition. 

Miv  LiNGHAM.  I  will  say,  since  the  war  we  have  not.  I  shoul<^ 
say  some  few  mills  may  have  bought  ahead,  but  they  are  subject  to 


Representative  Mills.  How  far  ahead  would  you  buy?  | 

Mr.  LiNGHAM.  We  will  not  buy  a  bushel .4^ 

Representative  Mills    (interposing).    Suppose  you  buy   to^y^ 

when  will  it  be  delivered — to  put  it  in  a  different  form?  1 

Mr.  LiNGHAM.  Any  wheat  we  buy  to-day  we  hope  will  be  in  in 

two  weeks. 
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Bepresentatiye  Mills.  In  two  weeks? 

Mr.  LiKOHAM.  Yes,  sir. 

Sepresentatiye  Mols.  And  that  will  represent  the  maximum  of 
time,  under  normal  conditions? 

Mr.  LiKGHAM.  WhBLt  do  you  mean  by  normal  conditions— pre- 
war conditions? 

Bepresentatiye  Mills.  Let  us  say  prewar  conditions.  You  have 
been  buyinfi^  from"day  to  day  because  you  have  been  buying  on  a 
falling  ma^et. 

Mr.  LiKGHAK.  The  fact  is  that  in  our  wheat  buying  we  pay  no 
attention  to  price  conditions  except  possibly  as  to  so-called  pre- 
mium conditions  for  various  grades  of  wheat  and  for  different  de- 
liveries. 

Sepresentative  Mills.  It  does  not  take  any  great  amount  of  wis* 
iwn  to  see  what  actuates  you.  I  am  asking  you,  under  normal  con- 
ditions, how  far  do  you  buy  ahead? 

Mr.  LiNnHAM.  It  would  depend  entirely  on  whether  we  could  sell 
flour  ahead. 

Representative  Sumnbrs.  Under  the  ordinary  procedure,  you  sell 
your  flour  in  advance,  when  you  can  ? 

Mr.  LiNOHAM.  When  we  can  we  will  sell  up  to  60  days*  delivery. 

Bepresentative  Sumnbrs.  And  then  when  you  do  not  have  wheat 
you  hedge;  you  buy  a  hedge  against  the  sale? 

Mr.  LiNGHABC,  Yes,  sir. 

Bepresentative  Sumnbrs.  And  then  you  go  on  the  market  and  buy 
the  wheat,  contracting  for  its  arrival  at  your  mill  at  about  the  time 
when  you  want  to  begin  to  grind  up  that  lot  of  wheat  into  flour 
sold! 

Mr.  LiNGHAM.  Yes,  sir. 

Representative  Mills.  That  is  what  I  assumed  to  be  the  ordinary 
procftdure.    Now,  that  certainly  extends  over  a  period  of  two  weeks? 

Mr.  LiNOHAM.  Oh,  sir,  we  can  not  sell  our  flour  to-day  for  two 
week  ahead.    We  would  if  we  could.    But  the  consuming  public 

Bepresentative  Mills  (interposing).  We  can  not  base  any  perma- 
nent condition  on  a  temporary  situation.  Senator  Capper's  suggestion 
*«s  to  have  a  permanent  organization  through  which  the  millers 
wuld  deal  with  the  farmers.  You  understood  that  he  proposed  to 
hnild  up,  in  the  next  six  months,  a  more  or  less  permanent  proposi- 
tion; isn't  that  so? 

Mr.  LiNQHAM.  I  understand  some  plan  or  plans  have  been  under 
wav. 

Bepresentative  Mills.  What  I  was  getting  at — of  course,  if  the 
^heat  ifi  not  bought  for  future  delivery  and  the  farmer  can  finance  it, 
I  do  not  see  that  the  suggested  system  offers  any  particular  advan- 
^g€s  over  the  present  system ;  in  other  words,  it  seems  to  me  the 
proposed  system  offers  about  the  same  advantages  that  the  present 
facilities  do.  I  do  not  know  whether  you  get  my  point.  I  personally 
can  see  some  great  advantages  to  the  farmer  in  having  an  open  mar- 
ket by  which  his  price  is  fixed  by  the  economic  law  of  supply  and 
demand,  and  that  there  consumers  can  buy  for  future  delivery  at 
prices  regulated  by  the  economic  law  of  supply  and  demand  for  fu- 
tore  delivery.  But,  of  course,  if  there  is  no  real  demand  for  future 
<felivery,  it  seems  ti)  me  that  you  could  do  business  just  as  well  in 
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dealing  with  farmers  and  elevators  and  buying  wheat  as  you  wanted 
it  on  the  basis  of  delivery  in  two  weeks. 

Mr.  LdNGHAM.  I  believe,  sir,  I  did  not  get  the  trend  of  the  inf orma- 
titon  you  wanted  before.  As  a  matter  of  fact,  at  times  mills  do 
buy  ahead.  Their  bujring  is  very  largely  dependent  on  their  sales  of 
flour,  and  in  prewar  times  it  was  nothing  unusual  to  sell  bakers  and 
dealers  three  or  four  months  ahead. 

Bepresentative  MiiiLS.  I  am  connected  with  a  concern  that  is  a  very 
large  user  of  wheat,  and  I  know  that  we  buy  a  good  supply  of  wheat 
ahead  of  time,  and  if  we  expect  a  rising  market  we  are  very  careful 
to  buy  ahead. 

Mr.  LiNOHAM.  You  must  be  in  a  cereal  business. 

Representative  Mills.  And  when  you  inform  me  that  mills  nor- 
mallj  buy  two  weeks  ahead  as  a  regular  thing  you  changed  my  con- 
ception of  the  business. 

Mr.  LiKGHAM.  I  thought  jon  were  asking  about  the  present  year.  I 
assume  you  are  connect^  with  a  cereal  company? 

Kepresentative  Mnxs.  Yes. 

Mr.  LiNGHAM.  As  a  matter  of  fact,  in  a  cereal  company  you  have  a 
much  wider  margin  of  profit  than  we  do  in  the  mills.  I  know  that 
is  the  custom  of  cereal  companies,  but  mills  as  a  whole  do  not  do  it. 

Kepresentative  Ten  Etgk.  Let  me  ask  you  what  is  the  practice; 
is  it  not  the  practice  of  the  flour  mills,  as  a  rule,  to  speculate  in 
purchases  a  long  time  ahead! 

Mr.  LiNGHAM.  No ;  decidedly  no. 

Representative  Ten  Etck.  Your  idea  is  this,  that  they  buy  a  cer- 
tain time  ahead  to  give  them  a  constant  flow  in  accordance  with  their 
sales! 

Mr.  LiNGHAM.  Yes,  sir. 

Kepresentative  Ten  Eygk.  And  if  their  sales  are  a  long  time  ahead, 
they  buy  wheat  a  long  time  ahead  and  hedge  on  that! 

Mr.  LiNGHAM.  You  are  correct,  as  a  general  policy. 

Kepresentative  Ten  Etck.  The  miller  who  buys  a  long  time  ahead 
and  is  a  speculator  is  liable  to  go  broke! 

Mr.  LiNGHAM.  Yes;  you  are  riffht. 

Kepresentative  Ten  Etok.  And  the  fellow  who  is  not  a  speculator 
does  not  buy  ahead,  as  a  rule! 

Mr.  LiNGHAM.  X  ou  are  correct. 

The  Chairman.  You  may  oroceed,  Mr.  Lingham. 

Kepresentative  Sumners.  Mr.  Chairman,  oefore  he  leaves  that 
question  I  would  like  to  ask  him  a  question.  You  said,  I  believe,  you 
spent  about  two  years  trying  to  work  out  grades  of  wheat! 

Mr.  LiNGHAM.  Yes,  sir. 

Kepresentative  Sumners.  So  that  mills  could  buy  on  that  grade 
and  get  delivery  of  the  grain  they  bought  and  grind  it  into  flour  I 

Mr.  LiNGHAM.  That  was  our  object. 

Kepresentative  Sumners.  Now,  why  didn't  you  do  it;  and  how  far 
did  you  succeed! 

Mr.  LiNGHAM.  My  work  largely  ceased  when  the  grain  grades  bilJ 
was  passed  by  Congress,  which  gave  the  Department  of  J^riculture 
authority  to  go  ahead  and  establish  the  grain  grades  under  o&rtain 
specifications.  Now,  we  millers  are  somewhat  disappointed  in  <h« 
fact  that  it  has  not  l^en  possible  to  establish  specifications  for  grades 
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which  would  insure  our  getting  the  particular  kind  of  wheat  we 
winted.  There  are  some  grades  that  do  reasonably  assure  us  a 
quality;  for  instance,  No.  1  dark  northern. 

Bqwresentative  SiiMinBRe.  That  is  suffidentl]^  descriptive  of  the 
kind  of  wheat  so  that  jou  can  depend  upon  buying  by  ^ade? 

Mr.  LaxGHAu.  Yes;  but  we  would  not  thing  of  buying  just  Nte>.  8 
northern  wheat  or  No.  1  northern  wheat 

Bepresentative  SuMiTHRS.  WWyl  •       ' 

Mr.  LiNGHAM.  Because  we  would  <iat  be  sure  ttia*  the  xiireatWas 
bard  enough  for  our  pattieuiar  use-  •    ^ 

Eepresentative  Sumkers.  Would  it  be  possible  to  put  iht  sub^ 
grade  there  specifmig  the  element  df  hardness!  -' 

Mr.  LoroHAM.  That  is  where  the  ^  dark  **  comes  in,  if  it  is  that; 

Bq)re8eii^AtaiTe   Sumnisrs.  That  is   a  description   of  a=  ^dfef, 

Mr.  LiNQHAM.  Yes;  that  is  a  description  of  a  grade;  an  official 
grade.  ^    =        '    .   ' 

Bepresentative  SuMicims.  Now,  from  your  practical  experience 
and  knowledge  of  the  requirements  of  mills,  would  it  be  possible  to 
establish  grades,  even  though  you  should  have  to  have  10  or  15  or  90 
grades  which  would  suffieiently  describe  the  bulk  of  the  wheat,  s6 
that  a  miller  could  purchase  bv  a  grade  and  know  i^hat  he  wa^  get- 
tmg,.  and  know  that  he  woula  get  the  wheat  to  grind  up  into  the 
kind  of  flour  that  he  had  contracted  to  sell? 

Mr.  LiNGHAM.  I  am  afraid  not.  They  have  to-day  •SO  ^des. 
That  is,  it  runs  from  1  to  5  nortiiem,  and  dark  northern,  and  hard, 
ttd  red,  and  soft,  and  durum,  and  ^  far  they  have  not  been  able 
to  establish  grades,  with  a  few  exceptions,  on  which  we  could  but.   ' 

Bepresentative  StrMNEifts.  When  your  tmyer  goes  in  to  sslmple  a 
ktof^rain,  he  has  in  mind  the  kind  of  wheat  he  Wants? 

Mr.  LiNOHAir.  Yes,  sir. 

Se{>re6elitative  SiminBRS*  Now,  why  could  you  not  write  the  de- 
^ption  of  that  wheat;  condense  the  description  of  that  whea^  into 
^mdeterm? 

Mr.  LiNOHAM.  It  looks  easy.  And  perhaps  one  difficulty  is  that 
tbediaracteristies  of  different  grades  are  different  in  different  yeara 
For  instance,  this  last  year  Tvrheat  in  Kansas  City,  No.  2  dark,  hard. 
h&s  actually  sold  for  more  than  No.  1  dark  hard,  because  largely  oi 
the  gluten  characteristics  in  No.  2  as  compared  with  No.  1  Then 
there  is  some  of  the  so-called  bleached  wheat,  which  has  been  rained 
on  in  the  field,  which  would  be  more  desirable  in  some  re^)ects  than 
the  80-called  perfect  berries,  and  we  are  paying  a  premium  on  part 
of  this  80-caUed  bleached  wheat,  compared  with  more  perfect  or 
uonnal  softer  wheat 

Representative  Sumneks.  I  will  not  take  up  any  more  of  your  time 
<m that  subject. 

Mr.  LiNOHAM.  I  am  here  for  your  convenience. 

Bepresentative  StiMNBits.  This  was  a  matter  of  which  I  desired 
information  personally,  and  I  will  not  take  any  more  of  youi*  time 
or  flie  time  of  the  committee. 

The  Chaimcan.  You  may  proceed,  Mr.  Idngham. 

Representative  Mills.  Let  me  take  up  a  question  with  you  upon 
^m  the  chairman  enlightened  me,  but  I  would  like  to  get  your  opin- 
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ion  about  it.  Speaking  again  from  the  depth  of  my  ignorance,  I  u- 
sume  that  theee  gentlemen  who  want  to  abolii^  the  great  exchan^ 
and-have  the  f  armw  harvest  and  store  his  wheat  and  deal  directly  with 
the  miller— assuming  that  that  idea  was  aimed  at— first,  would  it 
help  the  consumers  represented  by  the  millers,  and  in  the  seoMid 
place  would  it  benefit  the  farmer!  I  would  like  to  have  yim\ 
opinion  about  that 

Mr.  LiNOHAM.  I  belieye  it  would  hurt  both. 

BepresentatiTe  Millb.  Whyf 

Mr.  LiKOHAX.  If  we  could  not  hedge  wheat,  we  would  be  afnid 
to  buy,  and  if  we  were  forced 

Kepresentative  MiuA  (interposing).  Explain  that,  will  yoo, 
please;  just  deal  with  die  elementary  process  here  of  what  would 
take  place;  assuming  that  there  was  no  free  and  open  market,  but 
that  the  farmer  stored  his  grain  in  his  own  elevator  and  you  had 
to  buy  from  himt 

Mr.  LxKOHAM.  In  other  words,  if  there  were  no  hedging  maricet, 
which  would  result  if  th^^e  were  no  exchanges. 

Bepresentative  Moxs.  That  would  be  my  idea.  I  do  not  see 
how  you  could,  if  you  do  not  buy  and  sell  from  day  to  day  in  a  placi 
where  there  is  alwi^s  a  market  obviously  there  can  be  no  hedging. 

Mr.  LiKOHAic.  We  would  then  be  forced  into  iq>eculation  if  wi 
wanted  to  keep  our  mills  in  operation. 

Bepresentative  Mmuft.  Now,  tell  me  why. 

Mr.  LiKQHAM.  Because,  supposing  we  could  not  hedge  to-day-^ 
we  would  reauire  to-day  in  our  little  ousiness  perhaps  100,000  bushdi 
of  wheat  to  flow  to  our  mills  that  we  can  sell  as  flour  as  milled  froa^ 
day  to  day.  Now,  if  we  could  not  hedge  that  100,000  bushds,  m\ 
would  have  to  tidce  <^ances  on  it,  wouldn't  we,  in  the  market! 

Bepresentative  MiUiS.  Yes;  it  seems  so  to  me. 

Mr.  LiKOHAM.  It  is  as  simple  as  A,  B,  C.  Now,  the  result  would 
be  that  wer  would  minimize  thal>  flow  to  a  greater  ext^t  than  we  doj 
to-day. 

Bepresentative  Mills.  You  would  buy  from  hand  to  mouth! 

Mr.  Ln^OHAH.  Even  nearer  from  hand  to  mouth  than  we  do  to- 
day. We  are  down  pretty  near  as  close  as  we  can  b^  and  keep  it 
coming.  But  we  know  we  are  not  as  close  as  we  would  be  if  we  nad 
to  take  all  chances  on  the  market  Then  we  buy  also  directly  fixHB 
the  fanners  at  the  mills,  who  unload  into  our  mills  directly  from  the 
wagona  To-day,  we. never  refuse  wheat  from  a  farmer,  because  to- 
day we  can  turn  around  and  hedge,  but  if  we  could  not  hedge  and 
thought  the  market  was  going  lower  than  it  is  to-day  we  would  be 
fooliab  to  buy  from  the  farmer. 

The  Chairman.  You  would  have  to  buy  and  sell  entirely  on  the 
basis  of  orders! 

Mr.  LiNGHAM.  Yes.  To-day  in  buying  our  wheat  from  fannerej 
we  pay  no  attention  to.  the  orders  or  the  current  market  conditions. 
We  simply  balance  what  we  call  our  "  over  and  short,"  and  if  we  have 
a  little  wheat  on  hand  we  hedge  against  it. 

Representative  Mills.  I  have  gathered  since  I  have  been  down 
here  that  some  fellows  here  are  under  the  impression  that  if  the 
farmer  can  get  away  from  the  exchanges  and  store  in  his  own  ele- 
vators that  he  can  then  control  the  price.    Now,  let  me  ask  you  about 
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that  He  obviously  can  hold  a  part  of  this  yeta^n  crop  until  next 
yeir  if  he  has  the  financial  means  to  do  it.  But  next  year's  crop 
COOMB  along  and  will  hare  to  go  on  the  marlcet  or  be  held,  and  in 
thiw  or  four  years  will  not  the  farmer  fintd  himself  governed  by 
the  eoonomic,  ordinary  law  of  supply  and  demand  f 

Ifr.  LofSHAM.  Let  me  answer  that  question.  Suppose  tiie  farmera' 
oi^gBiiization  has  200,000.000  bushels  of  wheat  that  is  held  at  the 
aid  of  ttie  crop  year.  What  can  he  do  with  it!  He  can  not  eat  it; 
he  most  dinxwe  of  it.  In  other  words,  I  fuHy  agree  with  your 
UKitioiL  I  do  not  believe  the  farmers  can  control  the  price  of  wheat. 
I  know  we  can  not  control  theprice  of  flour. 

Bepresentative  Tbn  Etok.  Kigfat  there,  let  me  adc  you  a  question: 
Of  course,  it  would  be  impossible,  from  my  standpoint,  for  the  mill 
to  ixr^  direct  from  the  farmer  and  do  away  with  any  intermediate 
organization,  due  to  the  fact  that  we  are  exporters  of  wheat.  The 
£aRf)ean  countries  are  not  going  to  come  over  here  and  go  out  to 
tbbtmer  and  buy  his  wheat. 

Mr.  LmGHAM.  No,  sir. 

Bapnsentative  Tin  Etgk.  There  has  got  to  be  an  organization 
to  asBemble  wheat  and  buy  wheat  and  recustribute  it  to  the  various 
porchasers,  either  domestic  or  foreign.  But  the  difference  i»-HUid 
what  Senator  Capper,  I  imagine,  is  endeavormg  to  do  is  to  eliminate 
the  lam  corporations  who  are  out  for  financial  nins,  who  become  a 
partofthe  ^"eat  spread  betwe^i  the  cost  of  production  and  the  cost 
tD  the  ocmsumer.  Now,  if  the  fanner  cooperated,  and  had  a  cooperat- 
ng  (ffganization  to  take  the  place  of  these  corporations  and  the 
eonmissicm  nmi,  would  the  farmer  be  in  a  better  position  as  re- 
prcb  the  disposition  of  his  jprain^and  in  a  better  position  as  lie^ards 
ue  price  for  which  he  sells  itf  He  could  decide  as  regards  wfaetiier 
or  not  he  would  sell  it  in  Europe  or  in  the  United  Sti^,  instead  o| 

ait  to  the  corporation  ^^no,  latei*  on,  decide,  where  the^  will 
ite  the  grain  and  how,  and  at  what  price.  In  addition  toithi^t^ 
ve  have  had  in  the  past  greBt  speculators  in  grain.  Tliere  is  a  bill 
now  pending  in  Congress,  or  has  been  passed,  to  prevent  that.  What 
^  want  is  a  natural  flow  of  grain  in  a  business  way  without  specula- 
tioiL  but  in  a  way  that  the  farmer  will  ^  the  full  return  on  hSs 
prodnet  Do  you  think  that  the  cooperative  or^anizatioii,  acting  as 
tommiaeion  men  to-day,  could  take  the  place  of  these  other  men  in 
ft&t  particular  class  of  business! 

Mr.  LnrosAM.  Yes;  I. think  so.  And  I  personally  do  not  believe 
that  the  farmers'  cooperative  movement  aloiig  tthe  lines  now  pro- 
posed, of  gathering  the  wheat  and  marketing  it  themselves,  is  going 
tosucceedT 

Bepresentative  Ten  Eycat.  I  do  not  know  whether  you  refer  to 
Senator  Capper's  idea  or  not,  but  is  it  not  possible  that  a  cooperative 
^uzation  working  &long  the  right  lines  can  succeed?  The  citrus 
™t  growers  in  Cahfomia  have  succeeded  very  well. 

Mr.  LiNQHAM.  Excuse  me;  are  you  referring  to  the  citrus  fruit 
growers  as  a  cooperative  movement? 

Bq;)re8entative  Ten  Etgk.  Yes. 

Mr.  LiKGHAM .  I  do  not  believe  that  they  try  to  control  prices. 

Bepreseatative  Ten  Etck.  I  have  not  said  that  the  farmer  will 
^trol  the  price,  only  to  this  extent,  that  he  will  cut  out  the  profits 
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of  this  so-called  middleman,  and  thereby  get  a  larger  return  on  hi 
3afe6  and  control  distribution,  which  will  hare  a  tendency  to  keej 
prices  more  on  a  leveL 

.  Mr.  IdNGHAM.  A  few  years  ago  we  tried  to  cut  out  the  middlemai 
in  Kansas  City.  We  went  out  there  and  bought  an  exchange  men{ 
l)ership  ior  the  definite  purpose  of  keeping  out  the  middleman^  Bt 
in  a  year  or  two,  or  five  years,  conditions  can^  around  so  that  ^ 
.'Were  not  buying  any  wheat  in  Kansas  City.  Then  we  had  a  hea^ 
•expense  on  our  hands  to  maintain  that  membership,  and  later  ^ 
jold  it.  So  we  have  about  come  to  the  ccmolusion  that  we  ean  JH 
save  money  by  "going  around"  the  present  grain-selling  custo^ 
rand  organizati(»ia  by  ourselves.  Our  interest  would  be  identic^ 
*with  the  farmer,  you  understand. 

Bepcesentative  OTen  Etck.  That  is,  you  started  at  the  other  ^id 

Mr*  IdK<3^AM.  Yes,  sin  . 

~  Bepresentative  Tbn  Etck^  But' you  are  not  orgamzing  at  the  eii 
through  which  you  are  proceeding,  therefore,  you  ooiud  not  dei 
with  them  through  an  organization.  You  had  to  deal  with  the) 
through  the  exchanges^  and  naturally  you  would  fail,  becanae  v(\ 
hstd  ^  per  cent  of  the  business  condtucted  in  a  different  way  thil 
ilhat-in  which  you  were  trying  to  do  it,  and  that  generally  meej 
isrith  failure. 

.:  Mr«  liiKGHAK.  Well,  if  the  farmers'  organization  can  be  organist 
to  bring  us  into  touch  with  them,  we  will  be  pleased. 
.   Bepresentadve  Ten  Eyck.  You  think  it  would  be  beneficial  tb^ 
ii  they  can  make  it  got 

Mr.  LfiNOHAM.  If  they  can,  and  if  they  can  condiict  their  businej 
cheaper  thanithe  present  cost  of  getting  wheat  to  U6«  I 

The  Chaibman.  Let  us  see  now  if  we  can  get  to  the  practic| 
i)oints  of  the  price  of  wheat  without  so  much  tal£ 

Mr.  LaKOiEAK«  The  only  practical  point  I  have  touched  on  is  tl 
frdght  rate.    In  round  figures  it  is  aoout  one-third  at  the  seaboar 

Th^i  eome  the  ccnnmissions,  and  transfer  charges  at  termin 
fnarkets.  But  they  are  ccHnparatively  smaU.  If  we  buy  wheat  c 
iamck  at  Kansas  Oity  or  Minneapolis,  we  figure  it  costs  us  2  ceni 
including  commission  and  transfer  diarges,  to  set  it  through, 
question  whether  that  could  be  minimized  much.  It  might,  perhap 
fie  cut  down  a  half  cent  by  smaller  commissions. 

Then,  of  course,  when  you  come  to  the  flour,  the  consumer,  yd 
«ome  to  the  cost  of  making  a  barrel  of  flour  and-  distributing. 

Bepresentative  Tbn  Etgk«  May  I  ask  one  question  there,  M 
Oiairman?        . 

The  Chairman.  Yes. 

Bepresentative  Tbn  Etck.  You  have  given  the  cost  of  railrofi 
transportation  to  the  seaboard.  You  have  not  as  yet  given  the  coj 
of  transportation  to  the  mills,  as  I  understand  it,  and  I  would  al^ 
like  to  know  where  the  greatest  percentage  of  the  flour  is  now  milU 
in  the  United  States. 

Mr.  LiNGHAM.  Well,  to  answer  your  first  question,  as  to  the  freigi 
to  the  mills,  I  have  taken  here  the  through  freight  from  points  c 
ori(?in  to  the  seaboard. 

Bepresentative  Ten  Etck.  Yes. 

Mr.  LiNOHAK.  That  would  include  the  freight  to  the  mills  i 
wheat,  and  tlie  freight  on  the  product  to  the  seateard. 
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Bepresentative  Ten  Etck.  Oh,  I  see ;  you  are  not  going  to  include 
that  then  in  the  cost  of  your  flour  ? 

Mr.  LiNGHAii.  Oh,  no ;  that  is  included  in  here. 

The  Chaibmak.  Is  the  price  of  flour  based  on  the  actual  cost  of 
the  freight  to  t^e  milling  point  or  on  the  cost  of  freight  at  the  sea- 
board? 

Mr.  LmoHAM.  Of  course,  the  cost  of  flour  at  the  mill  is  based  on 
the  frei^t  to  the  miU.  Then  the  selling  cost  of  the  flour  is  based 
on  the  freight  from  the  mill  to  de^nation,  you  see. 

The  ChXirmak.  I  was  Just  getting  at  whether  jyou  had  a  special 
rite  at  New  York  for  sellmg  flour  on  the  basis  of  what  the  freight 
adoally  was. 

Mr.  LiNOECAM.  I  just  took  New  York  as  the  selling  point  and 
MnmeapoUs  for  the  milling  point  The  rate  to  New  York  from  Min- 
neapoUs  is  29.7.  This,  of  course,  would  cover  the  full  transportation, 
esenting  handling  or  transfer  charges. 

I  ibrget  your  second  question. 

Sq)resentative  Ten  Etgk.  Where  is  the  greatest  amount  of  flour 
produced;  in  what  locality? 

Mr.  LiKGHAM.  In  Kansas  and  the  Northwest.  The  Northwest,  I 
riumld  say,  first. 

BeprecentatiYe  Ten  Etgk.  The  most  of  the  flour  is  produced  in 
I  the  Northwest? 

Mr.  I^n^GHAM.  Produced  in  Minneapolis ;  yes.  Minneapolis  is  still 
I fte biggest  millingpoint  in  the  country. 

Bepresentative  Ten  Etck.  Well,  your  first  answer  answers  my 
jiecond  question  in  a  way,  since  the  freight  that  yon  charged  on  the 
onmal  bushel  of  wheat  will  not  be  again  charged  in  the  cost  of 
iHuingthe  flour. 

Mr.  LiNGHAM.  Yes ;  that  made  your  second  question  immaterial. 
'    Bepresentative  Ten  Etck.  Yes. 

Kr.  LiNGHAM.  But  when  you  ^t  to  trving  to  figure  the  E^read 
i  teween  the  cost  of  wheat  to  the  mill  and  the  cost  to  the  consumer,  it 
Beoing  to  be  very  hard  to  name  any  figure.  That  must  include  not 
mj  the  cost  of  manufacture  and  distribution,  but  it  must  include 
fte  materials  vou  get  from  your  offal.  In  a  general  way  the  cost 
of  a  barrel  of  flour  is  figured  by  taking  the  price  of  wheat  and 
fflnltiplying  by  the  amount  of  wheat  used. 

The  Chairman.  There  is  inserted  at  this  point  a  letter  and  memo- 
nndum  received  from  Mr.  liingham  after  he  testified,  giving  more 
teail  as  to  the  yield  of  flour,  as  follows : 

Fbdisal  Mn.L  So  Subvatob  Oo.  (Inc.), 

Loehport,  N,  F.,  AuffU9i  2$,  1921. 
fioo.  Stdnbt  Andebsoi?,  M.  C, 

WashiHffton,  D.  C. 
I     Dci^  Ml.  Andcbson  :  Floor  yields :  In  y6ur  Investigational  work  you  could 
MoQbtedly  get  considerable  iiiiV>nnation  fr^m  the  United  States  Department  of 
^ealtnte  BaUetin  N04  057^  and  espedally  tnjm  the  tables  on  pages  11,  12, 
anill 

As  the  bnttetln  is^  of  course,  quite  technical,  I  have  made  up  a  statement 
»Mch  would  really  be  the  result  of  these  finding  by  the  Department  of  Agrl- 
wHiire  when  put  into  more  easily  understood  figures,  as  attached  hereto. 

I  preBume  it  is  only  natural  that  a  man  not  in  the  miUing  business  believes 
J^a  barrel  of  196  pounds  of  fancy  so-called  "famUy  flour"  can  be  made 
*^^  say,  280  pounds  of  wheat  The  fact  is.  of  course,  that  the  280  pounds  of 
^^t  will  make  practically  196  pounds  of  a  so-called  **  straight,"  but  this  Is  not 
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a  flour  that  would  be  at  all  satisfactory  to  the  fomily  trade  or  to  the  hi^-dafl 
bakeiy  trade  for  making  bread. 

These  figures  in  the  bulletin  mentioned  are,  I  believe,  about  as  nearly  corre< 
as  any  figures  you  could  get,  and,  using  these  figures,  it  would  require  over  4(1 
pounds  of  wheat  to  make  a  barrel  of  fancy  bread  fiour  or  a  so-called  70  per  cen 
patent 

Of  course,  all  mills  have  different  ideas  as  to  percentages  of  various  grade 
of  fiour  they  make.  Flour  is  made  as  low  as  50  per  cent  patent,  or  even  lowei 
and  some  mills  put  out  so-called  fancy  flour  as  high  as  85  per  cent  patent,  c 
even  more  than  that,  but  the  figures  used  cover  an  approximate  range  as  use 
by  some  high-class  mills. 

The  tabulation  as  attached  hereto  covers  more  especially  bread  floor  mad 
from  hard  wheat  The  flour  made  from  soft  wheat  would  be  quite  diftereni 
but  I  will  not  attempt  to  give  a  tabulation  on  that,  as  it  would  probably  onl 
confuse,  excepting  that  I  might  say  that  quite  a  large  part  of  the  soft  wheat  i 
ground  into  a  "  straight  *'  grade  and  used  for  pastry  and  similar  purposes. 
Yours,  truly, 

Feed  J.  LnroHAM. 

WHEAT   BBQtJIBED   TO   ICAKE    *'  8TBAIGHT  *'   FLOUB. 
IDept  Of  Agr.  Bulletin  557,  p.  11,  fig.  8.] 

Basis  56  pounds  to  57  pounds  wheat  extraction  is,  under  Department  of  Agi| 
culture  investigations,  09.4  per  cent,  requiring  282.4  pounds  wheat. 

Therefore,  from  282.4  pounds  of  wheat  the  products  will  be  196  pounds  <j 
straight  flour,  82.4  pounds  of  mill  feed,  and  4  pounds  of  invisible  loss  in  milling 

WHSAT  BBQT7IBED  TO  MAKB  A  BABBEL  OF  FANCY  FAMILT  BREAB  FLOUB. 

If  it  requires  282.4  pounds  of  wheat  to  make  196  pounds  of  straight  Hour,  1 
would,  of  course,  require  408.4  potmds  of  wheat  to  make  a  70  per  cent  patent 
Then  this  408.4  pounds  of  wheat  would  be  divided :  j 


Pounds. 


10. 


loes,  Au( 


Aug 


Fancy  family  flour  (70  per  oimt) 

Fancy  clear,  used  for  mixing  with  rye  flour  (25  per  cent) 
Low  grade  (quite  largely  exported) 

Total  flour 

Feeds 

Invisible  loss  (about) 

Total 


106 
70 
14 


118 
&.4 


403.4 


1  Prices  named  are  oarioad  lots  Boston  rate  ol  freight  in  08-pound  cottonsacks. 

BepresentatiTe  Mills.  When  yon  take  it  to-day,  wheie  do  yon  gd 
off;  can  you  do  it  that  way? 

Mr.  LuroHAK.  Well,  there  is  such  a  wide  range  between  differenl 
kinds  of  wheat  and  different  kinds  of  floor,  sir. 

Sepresentative  Mills.  Take  any  one,  for  example,  will  yont  ] 
will  tell  you  why  I  want  this:  Because  theie  is  in  the  record  to-dal 
by  a  representative,  I  think,  of  some  of  the  f aim  organizations  ai 
estimate  of  the  spread,  and  he  did  not  differentiate,  as  I  remembei 
the  record,  between  different  classes  of  wheat  or  different  classes  o\ 
flour.  He  took  an  arbitrary  kind  of  wheat  and  fijg^ured  5  bushels,  ti 
I  remember,  to  the  barrel  of  flour,  and  figured  the  ranner  got  approzii 
mately  $6,  and  that,  expressed  in  terms  of  loaves  of  bread  s^d  tc 
the  consumer,  made  the  cost  $26.  That  is  in  the  record  tO'^v,  aikl 
I  thought  it  would  be  just  as  well  if  you  gave  us  some  actual  ng;urei 
rather  than  to  deal  wim  generalities. 
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Mr.  I^NOHAM.  Before  giving  Ukj  figures  I  would  like  to  show 
just  a  very  rough  chart  here  t£it  will  explain  the  difficulty  of  that 
somewhat  In  round  figures,  suppose  we  figure  270  pounds,  or  4| 
bushek  A  mill  can  mate  200  pounds  of  flour  of  various  grades  from 
270  pounds  of  good,  heavy  wheat,  say  No.  1  grade. 

fiepresentative  mius.  Two  hundred  pounds! 

Jti.  LiHGHAK.  Yes;  2()0pounds  of  flour  from  270  pounds,  say,  of 
Na  1  northern  iriieat  Then,  he  has  70  pounds  of  by-product  as 
feed.  A  year  ago  we  were  ^tting  around  $40  to  $60  at  the  mill  for 
tiiit  by-product,  of  various  grades,  a  tcH^-— call  the  average  $60^-that 
is,  $eiO  per  hundred. 

Bepresentative  Mdlijb.  Why  do  you  give  us  figures  of  a  year  agof 

Mr.  LiNOHAM.  I  wanted  to  show  the  difficulty  of  figurine.  ThBt 
70  pounds  was  neting  us  $1.75  for  the  70  pounds  of  the  feed  by- 
product. To-day  we  can  not  get  over  $17  per  ton,  or  '85  cents  per 
himdied,  which  is  only  netting  us,  say,  59  cents.  In  other  woras, 
our  by-product  to-day  of  70  pounds  of  feed  is  netting  us  about  $1.15 
less.  As  a  matter  of  fact,  the  spread  is  even  greater. 

Bepresentative  Ten  Etok.  How  much  a  carload  is  that,  delivered 
from  Buffalo  to  Albany! 

Mr. LmoHAM.  I tlid  not  getyour  question. 

Bq)r€sentative  Ten  Etck.  What  is  the  rate  on  that  feed! 
^    Mr.  LiNGHAM.  To  New  York,  inclucQng  the  freight  tax,  $6  per  ton. 
I    The  Chatbman.  From  Lockport! 

Mr.  LiKGHAK.  Yes;  or  Buffalo. 

Bepresentative  Ten  Etok.  I  thought  the  carloads  to-day  were 
quoted  at  $24.50,  middlings  or  bran. 

Mr.  LiNOHAK.  I  thought  you  asked  for  the  freidit  rate. 

Bepresentative  Tun  Etok.  You  said  $17  f .  o.  b.  Buffalo. 

Ifr.  LmoHAM.  I  was  bringing  to  the  net  bulk  per  ton.  New  York, 
^A  is  delivered  in  New  York 

Bepresentative  Ten  Etok  (interposing).  $5  added  to  $17,  in  ac- 
wriance  with  that,  would  give  you  $22. 

Mr.  LiNGHAK.  But  you  have  to  take  out  the  cost  of  the  sack. 

Bq^resentative  Ten  Etok.  You  did  not  figure  on  the  cost  then  of 
the  sack! 

Mr.  LiKGHAM.  No ;  I  am  bringing  it  back  to  the  net  bulk  at  the 
mill  The  cost  of  your  flour  varies  with  the  cost  of  the  by-products. 
Then  you  take  that  200  pounds  of  flour  that  jrou  have  got  from  your 
S70  pounds  of  wheat,  and  you  have  got  a  straight  flour  which  I  have 
often  compared  to  "whole"  milk.  Now,  you  can  take  a  bottle  of 
vhole  milk  and  divide  it  into  any  number  of  grades.  You  take  off 
W  per  cent  of  the  bottom  of  the  milk,  and  you  have  improved  the 
Ulance;  'you  take  off,  say,  40  per  cent  more,  and  you  nave  made 
<:nanL  Now,  in  the  same  way  you  take  the  200  pounds  of  flour  and 
take  out  20  pounds  of  the  low  grade,  and  you  have  made  the  balance 
improved  flour ;  you  take  out  another  40  per  cent,  or  80  pounds,which, 
is  you  know,  is  a  flour  that  you  would  not  use  in  your  homes;  it 
^  only  used  in  rye-bread  mixtures.  But  you  take  out  that  40  per 
«Mt,  and  you  have  still  a  richer  grade.  Of  course  you  will  under- 
stand, any  CTade  or  several  grades  of  milk  can  be  made  from  whole 
^,  and  hkewise  a  large  number  of  grades  of  flour  can  be  made 
^^^^  the  same  wheat,  and  no  two  mills  make  their  flour  identically 
the  same. 
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BepresentatiTe  Milla.  No;  but  is  there  not  such  a  thing  as  an 
avera^  grade  of  flour?  Now,  instead  of  the  variati<ms,  could  701 
not  give  us  some  average  srade  of  flour,  and  then  give  us  the  cost  oi 
the  wheat  and  the  cost  of  me  flour  and  tnen  the  selling  price  ? 

Eepresentative  Ten  Etck.  Mr.  Mills,  he  is  a  miller;  why  not  lej 
him  tell  us  what  he  is  paying  for  his  wheat  and  what  he  is  selling  hii 
flour  for? 

Representative  MnjiS.  That  is  his  private  business.  I  would  likj 
to  know  the  cost  of  the  average  grade  of  flour — ^what  the  cost  of  thj 
wheat  is  and  the. cost  of  the  flour,  and  th^i  what  the  selling  price  is 
But  I  am  not  asking  him  to  give  the  prices  at  his  mill,  but  to  teU  thj 
general  average. 

Mr.  LiNGHAM.  Frankly,  I  would  have  to  answer  that  I  do  no 
know  what  we  are  paying  for  wheat.  I  have  not  been  buying  tl^ 
wheat,  so  I  Could  not  answer  it  that  way. 

Represaitative  Tbn  Etck.  That  is  the  kind  of  inibnnaticm  w| 
want.  If  you  can  tell  us  what  is  ike  cost  of  the  wheat  and  the  co^ 
of  the  flour  and  what  is  the  selling  price  of  the  flour,  that  is  th| 
information  we  want. 

Representative  Mills.  You  can  trace  the  wheat  on  the  mark^ 
to-day,  and  take  the  price  of  the  wheat  and  at  the  same  time  the  prid 
of  a  barrel  of  flour  as  of  the  same  day,  and  then  trace  the  interm^a^ 
stages  for  us.    Couldn't  you  do  that? 

Mr.  LiNGHAM.  Yes,  sir.  j 

Representative  Ten  Etck.  He  can  tell  that,  because  he  sells  hi 
flour  on  the  basis  of  the  cost  of  the  wheat. 

Mr.  LiNGHAM.  Yes :  I  can  tell  that.  Say  the  wheat  on  the  basis  <i 
$1.50,  and  I  can  take  that  and  trace  it  through  for  you. 

Representative  Mills.  Is  not  wheat  much  lower  than  that  to-dayl 

Mr.  LiNGHAH.  Soft  wheat  is  lower  than  that.  Our  hard  wheat  i 
costing  us  more.  I  do  not  remember  really  what  it  is.  Do  yo| 
remember,  Mr.  Anderson,  the  track  price  in  Minneapolis  ? 

The  Chairman.  No;  I  think  possibly  we  have  got  it  here  som 
place  within  a  day  or  two. 

Representative  Ten  Etck.  Will  you  not  submit  for  the  recori 
actual  information  along  that  line?  j 

Mr.  LiNGHAM.  I  will  be  very  glad  to  give  you  any  information 
can.  I 

Representative  Ten  Etck.  We  are  going  to  get  it  from  some  plac^ 
whether  from  you  or  somebody  else;  this  commission  is  going  t 
get  the  information,  because  that  is  the  only  way  the  commissio] 
can  make  an  intelligent  report;  we  do  not  want  it  about  your  millinj 
business  in  particular  hut  about  the  milling  business  in  general. 

Mr.  LiNGHAM.  Any  information  I  can  give  you  I  will  be  only  tc^ 
glad  to  give  you.  I  am  down  here  for  that  purpose.  But  I  do  nd 
want  to  give  you  information  which  might  look  definite,  but  whicj 
might  be  very  misleading. 

Representative  Ten  Etck.  No  ;  we  do  not  want  that. 

Mr.  LiNGHAM.  No.  But  on  the  9th  our  prices  in  Boston  on  cai 
load  lots  of  flour  on  the  arrival  draft  for  various  grades  of  flou 
made  from  the  same  wheat  was  all  the  way  from  $10.35  to  $4.7j 
They  were  various  grades  of  flour  made  from  identically  the  sam 
wheat.    That  range  was  from  $10.35  to  $4.75,  and  the  $4.75  flou 
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^vas  the  hardest  flour  to  selL    We  probably  would  have  to  cat  it  to 
-jJ125  to  get  rid  of  it^  and  possibly  not  sell  it  then. 

Sepre^ntative  Mells.  Then  the  figures  which  the  gentleman  gave 
<^is  as  to  the  number  of  loaves  of  bread  were  mideading,  to  say  the 
l^ast? 

Mr.  LiNGHAM,  They  amounted  to  nothing,  sir. 
Representative  Ten  Etck.  You  are  not  indicating  or  stamping  the 
Harret  of  flour  or  the  ingredients  in  the  barrel  of  flour,  so  the  public 
^  t would  know  what  they  are  purchasing? 

i'\    Mr.  LiNGHAM.  I  attended  a  conference  in  Washington  some  few 
r^years  ago  before  tiie  Department  of  Agriculture,  before  Dr.  Alsberg, 
I  when  a  committee  was  named  for  the  purpose  of  standardizing  flours, 
land  I  believe  I  may  say  they  gave  it  up  as  an  impossibility.    Flour 
^^  sold,  as  a  general  rule,  on  a  guarantee  that  if  it  does  not  suit  a 
^consumer  the  mill  will  take  it  back.   We  happen  to  make  a  very  fancy 
^'iSoiir^  and  we  go  after  the  trade  that  wants  that  kind  of  flour.    An- 
^f'titber  mill  will  make  a  flour  not  quite  so  good,  or  perhaps  another 
-':mni  will  make  a  better  flour  and  go  after  trade  accordingly. 
.    JRepresentative  Ten  Etck.  Do  you  make  one  kind  of  flour  f 
4  Jlffr-   LiNGHAM.  We  are  making  10  different  grades  of  flour,  7  of 
mese  ^ung  made  from  the  same  wheat,  in  other  words,  fi*om  bard 
IRrheat.    Tnen  we  make  three  other  grades  from  soft  wheat. 

I  -would  be  very  glad  to  give  figures  of  cost  based  on  any  wheat 
jrice. 

Representative  Ten  Etck.  Do  you  sell  a  particular  brand  of  flour 
lUidei*  a  certain  name,  like  Pillsbury's  Best,  or  White  Chief,  or  some^ 
Qii]^  of  that  sort? 

^M?.  LdKGHAM.  Yes;  our  leading  brand  happens  to  be  Lucky,  and 
He  hmve,  perhaps,  20  other  brands. 

lEtepresentative  Ten  Etck.  What  is  Lucky  selling  for  now  in 
Boeton? 
Mr.  LixoHAM.  On  the  9th  it  waa  $9.85. 
12epresentative  Ten  Etck.  In  carload  lots? 
Mr.  LiNGHAM.  In  carload  lots  on  arrival  draft. 
Representative  Ten  Etck.  What  did  you  say  this  wheat  was  cost- 
ing you,  approximately,  at  the  present  time? 

Mr-   LiKGHAM.  I  de  not  remember  the  pricey  I  have  not  be^n 
handling  that    It  is  all  handled  on  the  mechanical  basis.    We  get 

fte  market  on  it  each  night 

Representative  Ten  Eyck.  Well,  in  a  general  way< 
Mr.  Ltngham.  I  do  not  care  to  give  it,  because  1  might  give  you 
{I  very  misleading  statement.  I  do  not  want  to  give  a  figure  too 
l^i^,  and  I  do  not  want  to  give  one  too  low.  If  you  could  get  the 
prioe  of  wheat  in  Minneapolis  I  can  give  you  the  price  from  that  For 
mat  particular  purpose  I  think  any  figure  would  do'.  You  are  not 
Ibrestigating  our  price  here. 

Eepresentative  Ten  Etck.  Oh,  no. 

Mr.  LiNGHAM.  What  you  want  is  some  basis 

Representative  Ten  Eyck.  But  we  have  got  to  obtain,  approxi- 
faate^,  the  cost  of  wheat  to-day,  with  the  approximate  cost  of  the 
4  iour  to-day,  so  as,  as  Mr.  Mills  suggested,  to  check  up  this  farm 
f  ^rganizatioB  that  has  made  a  statement  regarding  the  cost  of  wheat 
^'tadthecost  of  flour. 
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Mr.  LiNQHAM.  Well,  of  course,  they  went  away  beyond  a  reason- 
able basis  when  they  went  into  that.     . 

Representative  TtN  Etck.  We  can  not  assume  that  until  you  have 
dicn>roved  their  statement  by  figures  in  a  regular  way. 

Mr.  LiNGHAM.  I  mean,  when  they  went  into  the  cost  of  the  breai 
As  I  understood  you  to  say,  sir,  they  gave  Hie  cost  of  wheat  in  breaA 

Representative  Mills,  i  es;  they  estimated  it. 

The  Chairman.  This  was  sul^antially  the  proposition.  Sav  i 
farmer  was  getting  $1  a  bushel  for  his  wheat.  It  takes  5  bushels 
of  wheat  to  make  a  barrel  of  flour — it  is  really  about  4J,  but  we  will 
say  6  bushels.  There  is  $5  worth  of  wheat  in  that  flour,  which  to- 
day is  selling  at  $10.50  a  barrel.  There  is  a  spread  of  $5.50  betweea 
the  farmer  and  consumer.  , 

Representative  Ten  Etck.  Those  are  only  approximate  figures 
that  the  chairman  is  giving  now. 

Mr.  LiNGHAM.  I  understand.    Mr.  Chairman,  have  you  got  Min* 
neaDolis  September  wheat  there? 
*    The  Chairman.  Chicago  September  wheat,  August  10,  was  $1.21" 

Representative  Ten  Etck.  One  dollar  and  twenty-two  cent  wheat 
in  Mmneapolis  would  be  what  in  Buffalo? 

Mr.  LiNGHAM.  There  is  a  premium  over  that  contract  grade  for 
milling,  and  I  am  trying  to  thmk  what  that  was. 

The  Chairman.  This  is  the  Chicago  price. 

Mr.  LiNGHAM.  You  have  not  got  the  Aiinneapolis  price  there! 

The  Chairman.  Yes.  September  wheat,  Minneapolis,  on  August 
10  was  $1,29^^. 

Mr.  LiNGHAM.  Cash  wheat  was  selling  at  about  25  cents  over  the 
September  option  for  immediate  delivers.  We  figure  it  costs  us  19 
cents  to  get  that  whfMtt  into  our  mill.  To  be  exactt.  it  is  16.1  cent% 
but  I  wul  call  it  16  cents.  That  is  to  get  it  as  tar  as  Lockpoit. 
That  would  have  made  the  cost  of  wheat  to  us  $1.70. 

Now^  I  will  take  the  figure  as  4|  bushels.  A  big  proportion  of  the 
mills  figure  they  can  not  make  a  barrel  of  flour  under  4  bushels 
and  40  pounds. 

Representative  Ten  Etck.  Four  and  two-thirds  is  about  the  sTer- 
age? 

Mr.  LiNGHAM.  Yes,  four  and  two-thirds.  Now,  if  you  use  that 
figure  of  four  and  two-thirds — ^and  a  good  many  more  figure  four 
and  two-thirds  than  four  and  one-half — ^that  would  mean  $7.92  for 
the  wheat.  Verv  few  mills  to-day  are  able  to  make  flour  and  dis- 
tribute it  under  $1.26  a  barrel. 

Kepresentative  Miujs.  Why  do  you  say  "distribute  if? 

Mr.  LiNGHAM.  To  sell  it  through  their  salesmen. 

Kepresentative  Mnxs.  In  that  $1.26  you  are  including  everything, 
are  you  not?  You  are  including  your  manufacturing  cost,  and  you 
are  including  your  selling  expenses? 

Mr.  LiNGHAM.  Yes,  sir ;  everjrthing — interest 

Representative  Mills.  At  the  mill  or  at  the  point  of  delivery? 

Mr.  LiNGHAM.  That  would  include  everything  but  the  freight  and 
the  package. 

Representative  Mills.  That  includes  interest  too? 

Mr.  LiNGHAM.  That  would  include  the  interest  you  would  pay  on 
drafts  on  wheat — ^not  interest  on  your  investment. 
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B^resentatiTe  Ten  Eyck.  Does  that  take  care  of  your  overhead? 

Mr.  LnroHAM.  That  takes  care  of  the  overhead,  but  not  any  profit. 

fiepresentative  Mhjls.  Except  interest! 

Mr.  LiKOHAM.  Yes ;  we  do  not  figuce  interest  on  the  investment 

Kepresen^ative  Ten  Eyok.  Do  anjr  mills  mill. their  flour  at  75 
cents  I  What  would  you  cut  out  to  bring  the  cost  of  milling  of  flour 
down  to  75  cents  a  barrel? 

Mr.  LiNOHAM.  I  wish  we  knew ;  we  would  cut  it  out. 

B^resentative  Mills.  What  did  you  say  it  was  selling  at  in  Bos- 
ton to-day,  your  standard  brand? 

Mr.  Likoham:.  Nine  dollars  and  eighty-five  c^its. 

Bepresentative  Mills.  And  it  costs  you,  according  to  those  figures^ 
$9.17! 

M.  LxNGHAM.  I  wish  that  were  true.  But  you  understand,  that 
standard  brand  is  only  a  part  of  that  200  pounds;  tiie  balance  of  it 
is  sold  at  $7.25  and  $4.76.  That  is  what  raises  that  price  so.  In 
other  words,  this  cost  here  of,  say,  $1.26,  and  your  freight  to  Boston 
of  £5  cents-- — 

Representative  Milus.  Makes  $9,721 

Mr.  LiNGHAM.  Nine  dollars  and  seventy-two  cents,  less  the  value 
of  the  by-products,  72  cents,  or  $9  for  a  "straight''  ^:ade  of  flour. 

Senator  Lekboot.  I  have  been  away,  but  1  «am  verv  much  con- 
cerned about  thi&  You  gave  $7.92  as  the  total  cost  of  a  barrel  of 
lonr! 

Mr.  LiNOHAic.  I  was  assuming  that  our  price  of  wheat  was  $1.70, 
or. 

The  Chaibmak.  If  we  use  Minneapolis  in  this  particular  calcula- 
^n,  your  calculation  would  be  out  of  line,  because  at  the  present 
tme  the  Minneapolis  price  is  out  of  line  b;^  several  cents.  It  is 
Uriier  than  Kansas  City  and  higher  than  Chicajgo. 

Mr.  LiNOHAK.  Kansas  City  id  underselling  Minneapolis  to-day  l^ 
iJwot  $2  a  barrel. 

IIm  Chaismak.  Well,  it  ought  to  be.  The  September  wheat  price 
in  Kansas  City  is  $1.1L  and  it  is  $1.29  in  Minneapolis. 

Senator  Lenboot.  Well,  this  $7.92  is  bused  on  $L70  wheat,  is  it} 

Vi.  LmoHAM.  Yes,  sir;  that  would  be  the  wheat  cost  on  the  basis 
of  4}  bushels. 

Soiitor  LtEKBOOT.  For  wheat  that  will  produce  cme  barrel  of  flour? 

Mr.  LiNOHAK.  That  will  produce  one  barrel  of  so-called  "  straight " 
grade,  not  a  patent,  and  the  straight  grade  is  a  grade  that  families 
^not  use. 

Senator  Lbkboot.  Very  weD.   Now,  what  else  will  that  produce  ? 

Mr.  LiKGHAM.  That  produces  80  pounds  of  mill  feed,  and  that  is 
vortti  to-day— call  it  $18  a  ton  at  the  mill.  That  would  be  90  cents 
J  hundred,  which  would  be  72  cents  for  the  80  pounds.  That  would 
bring  it  down  to  $9  at  Boston. 

Swiator  Lbnsoot.  That  would  make  vour  cost  $7.92? 

Mr.  Ukohaic.  $9.72  less  the  value  oi  the  offal,  about  72  cents^  or 
^  net  in  Imlk,  or  $9.22  in  98-pound  cotton  sacks,  and  we  are  selling 
wat  grade  of  flour  at  $9.05  in  98-pound  cottona 

^presentative  Mnxa.  I  thought  you  said  $9.85. 

Mr.  Likgham.  $9.05  for  straight ;  you  have  not  figured  the  patent, 
you  see.  We  are  selling  the  straight  at  $9.05,  but  that  is  not  a  grade 


Digiti 


ized  by  Google 


152  AGRICULTURAL  INQUIRY. 

that  families  will  use,  yon  understafid.    The  grade  we  sell  to  faimlie 
is  $9.86. 

Senator  Lbnroot.  What  do  you  get  for  that  barrel  of  straigh 
flour? 

Mr.  LiKGHAM.  Just  let  me  answer  the  other  question  first,  if  1 
may.  If  we  figure  that  on  the  basis  of  $1.70  wheat,  it  would  ^urt 
$9  Boston  in  bmk,  or  $9.22  in  cotton— -that  is,  98-pound  cotton  8a<£s-i 
Boston,  for  straight-grade  flour. 

Representatiye  Miujs.  What  does  that  sell  for?  That  is  whs^ 
I  would  like  to  know. 

Mr.  LiNOHAM.  We  are  selling  that  at  $9.06.  The  competitio] 
to-day  is  very  keto. 

Senator  Lbnroot.  Your  wheat  costs  you  $7.92  on  the  basis  of  $1.7(1 
does  it?  .      -' 

Mr.  LiNOHAM.  Yes,  sir;  and  the  manufacturing  and  distributioi 
cost — that  is,  manufacturing  and  selling — $1 J26,  66  cents  for  freighl 
22  cents  for  the  cotton  sacks  per  barrel. 

Senator  Lenroot.  Well,  we  will  take  the  bulk— even  $9.  What  d^ 
you  make  that^  $9.72? 

Bepresentative  Mills.  I  make  that  $9.72,  which  makes  his  net  cos 
in  Boston  $9  in  bulk. 

Mr.  LiNGHAM.  And  we  are  selling  it  at  $9;06  in  98-pound  cottcm. 

Senator  Lenroot.  You  are  making  about  6  cents  a  barrel? 

Mr.  LiNGHAM.  The  fact  is,  we  bring  down  this  $1.70  cost  somewhaj 
by  using  some  ^Kansas  wheat,  so  that  the  $9.06  is  dK) wing  us  to-day- 
well,  I  assume  it  is  showiiig  us  16  cents  a  barrel  profit.  We  would  bj 
very  glad  if  it  is. 

.  Senator  Lenroot.  Have  you  gone  into  tiie  elements  that  make  u| 
the  $1.26  manufacturing  and  seUin^  cost? 

Mr.  LiNG;aAM.  I  have  not  those  %ures,  sir.  I  could  not  jgive  yo^ 
t^e  details' because  I  do  not  know  them. 

Senator  Lenroot.  But  how  do  you  arrive  at  the  $1.35  ? 

Mr.  LdLNGHAM,  Simply  from  our  books  and  expenses.  Of  course 
we  total  all  expanses. 

Senator  Lenroot.  Whkt  time  is  that  bal9ed  on  ?  ■ 

Mr.  LiNOHAM.  Everv  month. 

Senator  Lenroot.  This  month,  last  month,  or  when? 
.    Mr.  LiNGHAM.  Month  before  lai^  it  was  over  $1.26.   I  do  iK>t  kno^ 
what  last  moiith  was. 

Senator  Lenroot^.  Are  those  total  expenses  measured  by  your  proi 
duction  or  by  your  sales? 
.  Mr.  LiNGHAM.  Measured  by  production,  and  we  run  full  time. 

Senator  Loenroot.  That  is,  you  run  at  peak  of  production? 

Mr.  LiNQHAM.  Yes,  sir ;  in  our  Lockport  mill,  and  this  is  figured  oB 
our  Lockport  milL 

Senator  Lenroot.  Now,  can  you  tell  me  what  your  manufacturing 
and  selling  cost  was  before  the  war? 

Mr.  LiNGHAM.  When  we  got  started  in  business  14  years  ago  we 
could  do  this  same  manufacturing  and  distribution  at  40  cents. 

Senator  Lbnroot.  Now,  what  elements  enter  into  that  difference? 
You  say  vou  have  not  the  figures,  but  you  probably  have  in  mind  the 
general  Actors  that  enter  into  it. 

Mr.  LiNGHAM.  Of  course,  our  wages  are  considerably  .more  than 
double  what  ttiey  were  at  that  time. 
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S^Uitor  Lekboot.  Have  yon  reduced  waees  reoenUy? 

Mr.  LiNOHAM.  We  have  only  very  slightly,  for  (he  reason  that  the 
mill  employees  did  not  go  up  to  the  very  high  wages  of  other  indus- 
triesL  Our  men  stood  with  us  very  loyaUy,  and  we  have  thoi^ht  it 
only  right  under  ihose  conditions  fiot  to  cut  them  just  the  minute  we 
comd. 

Seaator  Lbnboox.  Is  that  true  of  the  milling  industry  in  general? 

Mr.  LnrflHAM,  I  think  that  is  true  of  the  milling  indus&y;  ^es. 
Men  stayed  with  us  at  $5  a  day  that  could  have  gone  to  neighoorin^ 
plants  at  $7,  $8,  and  $10  a  day.  They  had  been  with  us  for  years,  and 
so  we  felt  that  we  should  take  care  of  them,  and  we  are  just  now  be- 
ginning to  cut  a  little. 

Bepresentative  Ten  Etck.  But  this  increase,  Senator,  is  300  per 
cent* 

Senator  Ianboot.  If  your  wages  did  not  increase  proportionately 
to  tike  general  increase  in  wages,  where  does  this  increase  come  in? 

Mr.^NGHAM.  I  think  you  misunderstood  me;  I  said  that  was  a 
decided  iacrease. 

Senator  Lbnroot.  But  I  said  proportionately  to  the  others. 

Mr.  LmoHAM.  Of  course,  if  we  had  increased  in  proportion  to 
other  industries,  we  would  have  had  to  put  our  prices  away  up  still 
further. 

Senator  Lanboot.  Well,  wages  did  not  increase  over  100  per  cent, 
fidthey? 

Mr,  LiNGHAM.  Oh,  I  have  ©ven  you  extreme  figures;  I  have  given 
yra  here  the  high  wages  of  to-day  as  compared  with  14  years  ago. 
Our  wages  in  that  time  have  gone  up  more  than  100  per  cent.  We 
were  hiring  men  at  that  time  at  $1.50  that  we  are  to-aay  pajdng  $4 . 
tnd$4.60.  You  asked  if  we  were  cutting  wages,  and  I  answered  that 
we  had  not  to  any  extent. 

Senator  Lenboot.  Well,  what  proportion  of  the  production  cost  is 
tsctibable  to  labor? 

Mr.  LiNOHAM.  I  do  not  know,  sir;  I  have  not  the  figures.  We 
iiatnrally  leave  that  to  the  accounting  department.  What  we  are 
interested  in  is  the  total  cost  each  monui. 

Senator  Lbnkoot.  Why,  it  is  very  easy  to  determine  what  your 

£y  roll  is,  is  it  not?  And  that  is  one  item  of  expense,  and  you  must 
ve  it  right  before  you  in  arriving  at  this  $1.25. 

Mr.  LiKOHAM.  The  accountants  have,  sir;  but  I  have  not  analyzed 
that. 

To  go  on  before  we  leave  this  cost  of  flour — ^this  $9.20.  If  yoir 
gentlemen  want  to  get  any  place  and  find  what  the  cost  of  flour  is, 
Jon  have  got  to  know  the  percentage  of  patent  made  by  each  mill 
ind  the  percentage  of  the  low  grades,  which  are  by-products. 

The  (WnocAK.  There  is  inserted  here  a  letter  received  from  Mr. 
lin^am  after  he  testified,  relative  to  the  cost  of  flour,  as  follows  : 

Federal  Mill  and  Elevator  Co.  (Inc.), 

Lockpart,  N.  Y.,  Auffust  «7, 1921. 
Hon  Stdnet  Anvvmbov,  M.  C. 

Wcuhinfftonf  D.  C. 
Vt  Dear  Mr.  Ahderson  :  Figuring  cost  of  flour :  Poaeibly  a  tabulated  state* 
loent  dtowing.the  figuring  of  the  cost  of  a  barrel  of  flour  would  be  more  under- 
Btandable  than  the  statements  made  before  your  commission.  I  therefore  in- 
^  statem^t  herewith  showing  the  figuring  of  the  cost  of  a  barrel  of 
"straight"  grade  of  flour,  and  also  the  cost  of  a  barrel  of  70  per  cent  patent. 
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Of  course,  you  will  uiKlerstand  that  it  i»  entirely  impossible  for  any  person  to 
flgore  the  cost  of  the  flour  made  by  any  mill,  unless  they  know  all  the  details 
of  cost  entering  into  the  question  at  the  moment  of  figuring. 

For  instance,  a  man  figuring  cost  must  know:  The  cost  and  proportion  of 
each  kind  of  wheat  used  in  the  wheat  mixture.  The  actual  yield  being  ob- 
tained by  the  mill  tram  such  mixture.  The  current  manufacturing  and 
selling  cost    The  price  obtainable  for  each  by-product. 

The  above  factors  are  changing  so  constantly  that  a  mill  manager  out  of 
touch  with  all  the  above  conditions,  even  for  a  day  or  two,  is  not  in  poBlti<m 
to  figure  the  coat  of  his  own  mill  product 

It  very  often  happ^is,  for  instance,  that  feed  sells  at  a  higher  price  in 
one  part  of  the  country"  than  another,  because  of  some  local  conditions  existiDl 
at  the  time.  I 

One  mill  may  be  using  a  very  high  grade  of  wheat  which  might  make  a  bar- 1 
rel  of  fiour  out  of  only  4  bushels  and  a  half.  Another  mill  might,  for  some 
good  reason,  be  using  lighter  weight  but  possible  stronger  wheat,  but  whidi 
would  require  5  bushels  or  more  to  make  a  barreL 

Any  such  figures,  therefore,  as  those  inclosed,  can  only  be  considered  as 
illustrative  and  of  a  very  general  character. 

There  is,  of  course,  a  very  wide  range  in  prices  between  different  charac- 
ters of  wheat,  as  for  instance,  last  evening  Minneapolis  Dark  1  Northern 
would  cost  us  here  as  high  as  $1.69,  while  we  could  buy  soft  winter  wheat  at 
about  $1.20,  but  of  course  the  two  wheats  are  used  for  making  entirely  different 
characters  of  fiour,  the  spring  wheat  for  bread,  and  the  soft  wheat  for  pastry 
flour.  As  a  matter  of  fact,  the  pastry  flour  last  evening  was  selling  $2.56  per 
barrel  under  the  bread  flour. 
Yours,  truly, 

FbED  J.  LlNOHAlC 


Coat  of  flour,  "  straight  **  or  100  per  cent  grade, 

* 
f  BftBis :  Wheat,  $1.70  per  bufthel  at  mill ;  280  ponnds  of  wheat  per  harrel ;  valve  of  intA 
(the  by-product)  $1b  per  ton.  f.  o.  b.  mill:  manofacturing  and  selling  cost,  $1.25  per 
barrel ;  inyislble  loss,  or  shrinkage,  4  poancb  per  hcurrel.] 

^880  pounds  (4f  bushels)  wheat  at  $1.70  per  bushel $7. 92 

Manufacturing  and  distribution  cost 1. 25 


Total  gross  cost 9.17 

Jj&ss  selling  cost  of  feed  (the  by-product)  bulk  at  mill,  80  pounds,  at  $18 
per  ton  (90  cents  per  100  pou^ds) . .72 


Cost  per  barrel  of  straight  grade  of  flour  in  bulk  at  mill 8-  46 

To  get  selling  cost  there  would  have  to  be  added  freight  from  mill,  cost  of 
icontainers,  and  profit. 

Co9t  of  fancy  family  or  bakery  short  patent  flour. 

CBasis :  70  per  cent  patent :  25  per  cent  first  clear,  $6.50 ;  5  per  cent  low  grade;  SS.50 : 

cost  of  ** straight'*  grade  flour  in  bulk  (see  previous  exhibit)   $8.45.] 
• 

NOTB. — ^The  "First  clear/*  "Low  grade,**  and  "Feeds**  are  always  sold  at  the  best 
4>btalnable  prices  (thev  are  the  by-products  and  therefore  are  not  fl^raUe  as  to  tbeir 
•own  cost)  and  the  prices  obtainable  for  these  by-products  control  the  cost  of  the  Short 
Patent,  tn  connection  with  cost  of  wheat  and  manufacturing  and  selling  costs. 

•CJost  100  per  cent  **  straight "  flour  per  barr^ $8. 45 

Value  25  per  cent  first  clear  at  $6.50  (see  above) ^__  $1. 025 

Yalue  5  per  cent  low  grade   (or  second  clear)    at  $3.50   (see 

above)    .  175 

Total  value  of  the  80  per  cent  by-products 1.  go 

CJost  of  the  remaining  70  per  cent 6.  65 

Making  cost  of  100  per  cent  of  the  70  par  cent  grade,  per  barrel 9. 60 

To  get  seUing  cost  there  would  have  to  be  added  freight  from  mill,  cost 
«of  containers,  profit. 
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Senator  Lenroot.  But  you  have  given  your  straight  flour — everv- 
thin^  goes  into  the  flour  in  this  figure  you  have  giv^i  except  the 
feed? 

Mr.  LiNOHAM.  Well,  I  have  taken  out  the  feed. 

Senator  Lbnboot.  I  say,  everything  goes  into  the  straight  flour 
except  the  feed,  and  you  nave  given  us  the  feed  separately,  so  that 
you  nave  given  us  that  $7.92  as  Uie  cost  of  the  wheat  to  the  mill? 

Mr.  IdNOHAM.  Yes,  sir.  But,  of  course,  that  is  a  grade  that  the 
average  family  consumer  will  not  use.  Of  course,  when  you  come  to 
figuring  the  Boston  market  price  of  flour  you  could  not  use  the 
straight  grade,  because  it  is  anly  the  bakers — and  I  might  say  not  ^le 
best  bakers — ^that  use  that  grade.  The  better  grad^  of  baker  will 
use  a  flour  that  we  make  at  20  cents  more,  and  a  still  better  baker 
OSes  our  regular  family  flour,  which  is  $9.85. 

Senator  Lenkoot.  In  other  words,  the  price  of  a  particular  flour 
docs  not  necessarily  mean  the  same  thing  as  the  sum  of  a  patent  and 
t lower  grade? 

Mr.  LfiKGHAM.  It  nets  the  mill  the  same. 

Bepresentative  Ten  Etck.  They  raise  one  flour,  and  thev  decrease 
the  other,  and  that  is  why  I  say  if  we  carry  the  straight  flour  right 
straight  through  we  will  get  the  proportionate  cost  of  any  other 
grade  of  flour  m  the  market. 

Mr.  LrKGHAM.  In  other  words,  every  night  in  arriving  at  the  price 
of  our  Lucky  flour  we  get  the  cost  of  the  wheat,  add  the  cost  of  manu- 
facture, and  deduct  what  we  can  get  for  the  by-products,  which  is 
feed  and  low  grade  and  first  clear,  and  the  result  brings  the  price  of 
the  short  patent,  as  we  call  it 

Now,  if  we  could  get  as  nrach  for  first  dear  as  we  can  get  for 
du)rt  patent,  and  for  low  grade  as  much  as  we  can  get  for  short 
patent,  then  we  could  sell  the  short  patent  at  the  same  price  as  the 
straight,  and  we  would.  But  low  grade  is  very  hard  to  sell.  I 
imagine  that  since  I  left  home  on  Tuesday  night  they  have  had  to 
cat  the  price  of  low  grade  to  possibly  $4.  That  would  mean  that 
•Ten  if  wheat  had  not  advanced  it  would  advance  the  cost  of  our 
diort  patent.  If  they  found  they  could  get  $6  a  barrel,  they  would 
have  reduced  it. 

Senator  Lenroot.  You  ^11  to  whom  ?  You  sell  to  the  bakers,  you 
said! 

Mr.  LiiKGHAM.  We  sell  to  the  bakers  and  to  the  family  trade,  both. 

Scmator  Lenroot.  You  sell  direct  to  the  retailers  thenf 

Mr.  LiKGHAM.  We  do  to  a  Very  large  extent,  to  a  much  greater  ex* 
tent  than  the  average  mill. 

S^iator  Lenroot.  Have  you  given  the  conmiittee  any  knowledge 
you  may  have  as  to  the  margin  l:^tween  your  price  to  the  retailer  and 
his  retail  price? 

Mr.  LiNGHAM.  I  do  not  know  what  it  is  to-day,  sir.  I  know  this, 
^t  at  home  we  figure  in  a  general  way  that  we  can  buv  from  our 
retailer  our  own  flour  delivered  at  our  own  home  cheaper  tnan  we  can 
send  a  truck  from  the  mill  to  the  house. 

Senator  Lenroot.  Have  yon  general  knowledge  that  the  retailer's 
margin  on  a  staple  product  is  comparatively  small? 

Mr.  LiNGHAM.  I  should  say  that  the  retailer  to-day  is  probably 
not  getting  over  80  cents  to  $1.50  a  barrel.  I  oould  not  say,  because 
I  have  no  definite  knowledge. 
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Bepresentatiro  Tbk  Etok.  In  barrel  lots? 

Mr.  LiNGHAM.  No;  that  is  in  sack  lots,  per  barrel.  In  otiier 
words,  I  think  without  any  question  a  lot  of  eight-paper-sack  flour 
is  being  sold  at  10  cents  a  sack  profit. 

;  Bbpresentotive  Ten  Etgk.  lliere  is  one  other  question  I  would 
like  to  ask  you  as  to  this  wheat  that  was  laid  down  to  you  at  $1.70, 1 
think  you  stated.  Have  you  any  idea  what  the  farm^  on  the  farm 
receives  for  that  wheat  f 

Mr.  LiNGHAM.  I  do  not;  no^ir. 

Representative  Ten  Etok.  The  reason  why  I  asked  that  question 
is  tiiis :  There  was  a  statement  made  here  Bome  time  ago  as  r^ards 
what  a  representative  of  a  farm  organization  said  in  relation  to  the 
spread  between  the  selling  price  of  the  wheat  and  the  cost  of  the 
barrel  of  flour  to  the  consumer.  I  believe  that  when  he  iised  that 
comparison  he  used  the  figure  that  the  farmer  sot  for  it  and  not  the 
figure  at  the  elevator.    Am  I  not  correct,  Mr.  Chairman  t. 

The  Chairman.  Yes. 

Mr.  LiNGHAM.  Of  course,  he  was  showing  the  spread  between  the 
producer  and  the  consumer,  so^erhaps  he  was  right  in  doing  that 

Bepresentative  Ten  Etgk.  That  is  what  he  represented,  so,  of 
course,  he  took  it  from  the  soil  rather  than  after  it  had  gone  tiirough 
two  or  three  hands. 

The  Chairman.  Now,  these  figures  that  you  have  given  us  are 
apparently  on  the  basis  of  extraction  of  a  No.  1  wheat,  weighing  58 
pounds? 

Mr.  LiNGHAM.  Yes,  sir. 

The  Chairman.  Of  course,  if  you  were  using  a  lighter  weight 
wheat  it  would  take  more  bushels  to  make  th^  same  number  of 
pounds  of  flour} 

Mr.  LiNGHAM.  Oh,  yes;  if  we  use  a  light-weight  wheat  we  allow 
five  or  six  bushels  to  the  barreL 

SenaitcNT  Lbnroot.  Mr.  lingham,  what  makes  the  market  price  of 
flour? 

Mr.  LiNGHAM.  The  cost  of  the  wheat,  plus  the  cost  of  conversion 
and  distribution. 

Senator  Lenroot.  That  is  true  now,  of  course.  Is  that  true  on  a 
ri^ng  market?  * 

Mr.  LiNGHAM.  Yes,  sir.  Mills  generally  go  up  and  down  with  the 
market  ivery  day. 

Senator  Lenroot.  Is  not  the  natural  tendency  with  that  business 
just  as  it  is  with  any  othw,  if  there  is  a  great  demand,  to  get  what 
the  traffic  will  bear^ 

Mr.  LiNGHAM.  I  would  say  that  when  there  is  a  large  demand  for 
flour  the  mills  get  a  better  margin  than  when  the  demand  is  very 
low,  because  when  the  demand  is  very  low  they  very  often  sell  at  a 
considerable  loss.  It  is  safe  to  say  that  a  big  proportion  of  the  mills 
in  this  country  for  the  last  six  months  have  sold  under  cost  Figures 
show  that  the  flour  production  last  year  was  something  like  25  per 
cent  below  normal. 

Senator  Lenroot.  You  do  not  mean  at  a  loss  that  would  not  have 
prevailed  if  the  plant  had  not  operated?  You  take  overhead  into 
consideration  in  that  statement? 

Mr.  LiNGHAM.  In  other  words,  they  sold  at  a  loss  to  prevent  a 
still  larger  loss  by  shutting  down. 
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Senator  Ianroot.  Could  we  have  a  better  distributioii  that  wcmld 
a?oid  a  great  deal  of  this  freight?  In  other  words,  take  your  mill. 
Does  it  enter  into  a  territory  a  long  distance  from  your  mill,  and 
do  other  mills  enter  into  your  territory  and  thus  add  to  the  general 
average  of  freight  cost  and  make  it  greater  than  if  the  mifis  sup- 
plied their  own  natural  territoiy } 

Mr.  Ln^^HAM.  I  think  mills  are  supplying  their  own  natural  ter- 
ritoi;.  The  flow  of  wheat  is  from  tl^  West  to  the  East.  When  we 
had  only  our  Lockport  mill  we  never  pretended  to  send  flour  back 
of  Buffalo.  We  happen  to  be  25  mUes  east  of  Buffalo.  We  did  to  a 
small  extent  ship  into  Buffalo,  but  very  little.  We  must  ship  down- 
stream. The  Minneapolis  mills  and  tne  Kansas  mills  are  snipping 
downstream,  and  stopping  off  in  our  market  and  selling.  We  are 
OQ  the  stream  of  the  wheat,  so  to  speak,  taking  the  wheat  up  and 
tornin^  it  into  flour,  and  sending  it  on  downstream  as  flour.  So 
comp^ition,  I  believ^  forces  the  economic  movement  of  wheat. 

Senator  LdBNBOor.  x  our  competition,  except  for  deep-water  trans- 
portation, is  confined  to  competition  within  your  natural  territory! 
IB  that  true? 

Mr.  LiNGHAM.  No ;  our  competition  comes  from,  you  miffht  say, 
^  mills  east  of  the  Rockies.  We  compete  very  hard  for  businees 
with  Minneapolis  mills  and  with  Kansas  City  mills  at  home  and 
east  of  us. 

Senator  Lbnboot.  I  can  see  that  that  would  be  true,  but  take  the 
mills  west  of  you,  we  will  say.  You  do  not  compete  with  them, 
because  the  flow  is  to  the  east} 

Mr.  LdNGHAM.  We  compete  with  them  so  far  as  they  ship  east. 

Senator  Lenboot.  I  mean,  so  far  as  you  ship  west? 

Mr.  liiNGHAM.  Oh,  no;  the  freight  makes  it  impossible. 

The  Chatkmani.  Of  course  there  is  a  back  flow  of  flour  into  the 
^^ountry  that  is  west  of  the  Mississippi  Biver,  for  instance.  There 
ate  po  milling  facilities  to  amount  to  anything  in  the  inter-mountain 
t»rito^,  for  instance. 

Mr.  LiNOHAM.  Oh,  yes;  quite  large.  But  there  is  a  movement  of 
flour  there,  shipped  perhaps  from  the  Northwest,  because  they  do 
^  raise  the  kind  oi  wheat  there  to  make  hard- wheat  flour  or  to 
iQtke  a  spring- wheat  flour.  And,  of  course,  the  mills  in  Minneapo- 
lis ship  all  the  way  to  the  Pacific  coast  and  even  to  Honolulu.  But 
that  is  because  those  sections  do  not  raise  the  kind  of  wheat  they 
want 

Bepresentative  Ten  Etok.  Taking  two  mills  of  the  same  size  and 
•he  same  class,  is  there  any  advantage  in  being  located  in  the  West 
ind  make  long  shipments  on  delivery  in  flour  over  a  mill  that  makes 
its lonff  shipments  of  wheat  and  short  shipments  of  its  product} 

Mr.  LiNQHAM  (drawing;  a  diagram).  We  will  say  here  is  the  coun- 
try. Here  is  Minneapolis.  They  have  the  advanta^  over  us  that 
A^  can  cover  this  whole  territory :  in  fact,  they  ship  down  South,, 
and  to  some  extent  to  the  coast.  The  movement  oi  wheat  is  also 
south,  to  some  extent,  as  well  as  east.  Now,  they  can  cover  that 
^hole  territory.  Now^  we  are  down  here  at  Bimalo— the  Lakes  come 
*>wn  here  this  way  [mdicating]  and  Buffalo  is  here.  We  can  only 
^p  in  that  small  part  of  the  territory.     [Indicating.]     In  other 
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words,  they  h»ve  the  adyantage  of  a  very  much  larger  territory  than 
we  have. 

Eepresentative  Ten  Etok.  You  do  not  quite  get  my  question. 

Mr.  LiNGHAM.  Possibly  I  was  going  to  answer  you. 

Representative  Ten  Etck.  Perhaps  I  did  not  make  it  plain.  My 
idea  is  that  with  these  mills  of  the  same  size  and  of  the  same  dassi 
one  win  have  the  advanta^  over  the  other,  due  to  freight  rates— | 
one  located  at  Minneapolis  and  one  located  at  Buffalo,  but  bothj 
selling  in  the  New  York  market.  One  has  fiie  advantage  of  the  short  j 
haul  of  the  grain,  but  has  to  pay  for  the  long  haul  of  me  flour.  Tht 
other  has  the  long  haul  of  grain  and  the  short  haul  of  flour. 

Mr.  LiNOHAM.  That  is  a  difficult  question  to  answer.  I  think  that 
as  a  whole  the  railroads  are  trying  to  make  the  freight  situation  at 
the  one  point  the  same  as  at  the  other;  although  I  will  say  for  the 
northwestern  railroads  that  they  do  openly,  and  perhaps  properly, 
favor  their  northwestern  mills.  In  other  words,  tney  are  trying  to 
build  up  the  Northwest,  and  the  Kansas  railroads  are  trying  to  build 
up  their  section  as  a  milling  section,  because  it  is  of  very  decided 
advantage  to  a  country  to  nave  mills  there.  They  make  the  by- 
product. 

Representative  Ten  Etck.  Is  it  of  any  particular  advantage  to 
the  mill  to  be  located  there?  You  are  working  on  an  iineconomic 
basis  if  you  are  building  up  a  place  that  is  not  economically  located. 

Mr.  Lingham.  Well,  we  have  the  advantage  at  Buffalo  of  being 
nearer  our  consuming  trade,  and  when  wheat  comes  down  the  Lakes 
by  water  at  a  proper  freight  rate  we  have  a  slight  freight  advantage 
under  Minneapolis.  Of  course,  at  times  that  water  rate  goes  very 
high,  which  takes  away  that  advantage. 

Kepresentative  Ten  Etok.  Why  is  that? 

Mr.  LiNOHAM.  Supply  and  demand  for  tonnage  on  the  Lakes. 

Senator  Lenroot.  out  you  always  have  some  advantage  in  ship- 
ping a  barrel  of  flour  in  the  form  of  wheat  to  Buffalo?  That  is,  it 
costs  less  to  ship'  enough  wheat  to  make  a  barrel  of  flour  to  Buffalo 
than  it  does  to  sniD  a  barrel  of  flour  to  Buffalo  ? 

Mr.  Lingham.  No;  the  situation  there  is  the  same,  because,  of 
course,  if  you  ship  flour  you  only  ship  200  pounds,  while  if  you  ship 
wheat  3^ou  have  to  ship  280  pounds.  That  would  give  them,  on  tiie 
face  of  it,  an  advantage.  As  a  matter  of  fact,  their  feed  consumption 
is  also  largely  in  the  East;  and  so  while  we  ship  280  poimds  of  wheat 
they  ship  200  pounds  of  flour  and  80  pounds  of  feed. 

Kepresentative  Ten  Etok.  They  have  the  same  tonnage? 

Mr.  Lingham.  The  tonnage  is  the  same. 

Senator  Lenroot.  The  tonnage  would  be  the  same,  but  the  char- 
acter of  the  product  is  such  that  your  rate  is  necessarily  cheaper  on 
the  grain  than  it  is  on  the  flour  for  the  same  tonnage. 

Mr.  LiNOHAM.  Well,  no— ^— 

Senator  Lenroot.  It  must  be. 

Ifr.  Lingham.  As  a  matter  of  fact,  the  general  rates  are  about 
half  a  cent  a  hundred  less  on  wheat  than  on  products. 

Senator  Lbnroot.  Is  that  all? 

Mr.  Lingham.  There  are  points  in  Ohio  and  Indiana  where  there 
are  exceptions,  where  the  dinerence  runs  as  much  as  8  cents,  but  that 
is  very  exceptional.   That  is  by  rail,  you  understand. 
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^ator  Lenroot.  Do  you  happen  to  know  the  rate  on  flour  from 
Miimeapolis  to  Buffalo  and  the  rate  on  wheat  from  Minneapolis  to 
Buffalo? 

Mr.  LiKOHAM.  No,  sir;  I  have  not  those  figures,  but  there  is  not 
over  half  a  cent  difference. 

The  Chairmak.  Is  it  not  a  fact  that  wheat  is  milled  in  transit  on 
through  rates  without  any  difference  at  all  f 

Mr.  LiKGHAM.  Yes ;  and  when  we  mill  that  wheat  in  transit  we 
pay  the  flour  rate  from  Minneapolis. 

Senator  Lenroot.  I  can  see  that.  As  a  matter  of  fact,  it  costs 
Tery  much  more  to  transport  a  ton  of  flour  than  it  does  a  ton  of 
wheat? 

Mr.  LiKGHAM.  There  is  a  greater  risk,  of  course. 

Senator  Lekroot.  And  there  is  more  cost  in  handling  it  f 

Mr.  LiNOHAM.  Yes ;  but  the  railroads  have  been  gradually  coming 
to  the  basis  of  either  equality  of  all-rail  rates  or  alx>ut  one-half  cent 
difference  between  the  grain  and  the  products  rate.  That  is  not 
true  of  the  export  flour  from  Buffalo.  They  have  very  low  export 
wheat  rates  in  effect  from  Buffalo  to  the  sealJoard. 

Senator  Lenroot.  I  know  that.  A  ton  of  flour  is  worth  a  good 
deal  more  than  a  ton  of  wheat;  is  there  no  distinction  made  on  that 
ground? 

Mr.  LiNGHAM.  The  railroads  do  not  make  it ;  no. 

The  Chadiman.  Is  there  anything  further,  Mr.  Linghamf 

Mr.  LiNOHAM.  I  do  not  know  of  anything  further.  Sir.  Chairman. 
K  there  is  any  question  I  shall  be  glad  to  try  to  answer  it 

Representative  Ten  Eyck.  I  have  one  other  question  with  relation 
to  the  shipment  of  flour  and  wheat:  Do  they  both  use  water  trans- 
portation equally,  or  is  there  a  tendency  for  one  to  use  it  more  than 
fte  other? 

Mr.  LiKGHAM.  When  it  comes  to  water  transportation  the  rate  on 
^m,  is  lower  than  on  flour,  because  there  you  get  the  advantage 
or  balking.  You  see,  you  just  pour  it  into  a  vessel.  On  the  other 
jMd,  when  you  bulk  the  wheat  you  have  the  transfer  charges  at 
wthends. 

Senator  Lenroot.  I  was  thinking  of  part  water  transportation 
^n«i  I  asked  my  question. 

Mr.  LmoHAjf.  1  thought  you  referred  purely  to  railroads. 
.  o^iator  Lenroot.  I  could  not  understand  how  that  could  be  so 
^  cwmection  with  that  lake  transportation.  So  you  do  have  that 
wvantage  in  manufacturing  at  Buffalo  over  the  Minneapolis  mills,  do 
^w^^t' ^'^^^  ^^"  ^^^  water  transportation  in  both  cases? 
hT'  ^^®^^M-  I  ^ill  say  that  we  should  have  an  advantage  there. 
^  MS  80  happened  that  recently  the  water  rates  have  been  so  high 
^  very  little  has  moved  down.  Then,  too,  we  wre  buying  very 
^  by  water,  because  we  can  not  buy  by  water  on  sample ;  we  must 
W  by  grade  at  Duluth,  and  we  prefer  to  go  into  Minneapolis  and 
^J  the  actual  grades  from  the  country  receipts. 

.%^ntative  Ten  Eyck.  But  there  is  no  hesitancy  on  the  part 
^^  Hiimeapolia  mills  to  use  water  for  the  transportation  of 
^J^l  more  than  they  would  for  the  transportation  of  wheat  to 

Mr.  Wqham.  No;  they  do  use  water.    To  what  extent  to-day,  I 

^Dotknow. 
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Mr.  LiNCFHAM.  I  do  not  know  to  what  extent  they  are  using  it. 

The  CHAiBHAsr.  I  desire  to  submit  for  the  record  a  statement  show 
ing  the  cost  of  making  and  distributing  flour.  This  stat^nent  pur 
p^rts  to  give  the  cost  of  making  and  oistributing  a  barrel  of  noni 
under  three  headings — general  expense,  selling  expense,  and  milling 
expense. 

COST  OF  MAKING  AND  DISTEIBT7TIN0  FLOTJB. 
GBNEBAL  EXPENSE. 

Stationery  and  oflftce  exp^ise $0,016 

Telephone  and  telegraph .023 

Interest  and  discount .  089) 

Bad  accounts _ .  OOft 

Rent .  OOTi 

Administration ^_^ .  24© 

General  expense 1 .  #23 

Total 1 .40a 

SELUNO  EXPENSE. 

Salaries  and  commissions $0. 137^ 

Trayeling  . .  079 

Advertising .  OW 

D^very  expense .047 

Miscellaneous  selling  expense .  008 

Total .275 

MILUNO    EXPENSE. 

Insurance ^.  028i 

Taxes  * .  010 

D^reciation .  078 

Miscellaneous   milling .  023 

Labor .  340| 

Power  and  li^t .060 

Repairs  and  upkeep .  053 

Laboratory  expense .  007 

Total .58^ 

Total  all  expenses 1.270 

The  Chaibmak.  If  there  is  nothing  further,  we  are  very  mud 
obliged  to  you,  Mr.  Linghaxn.  The  commission  will  take  a  recess  mm 
S  o'dock. 

(Thereupon,  at  12.86  o'clock  p.  m.,  a  recess  was  taken  until ! 
o'clock  p.  m.) 

AFTBB  SBOBSS. 

(At  2  o'clock  p.  m.  the  commission  reassembled,  pursuant  to  th 
taking  of  recess.) 

The  Chaisicak.  The  commission  will  come  to  order.  We  wil 
hear  Mr.  H.  P.  Strasbaugh,  president  of  the  National  CSannen 
Association,  who  is  here  to  give  us  such  information  as  he  desires^ti 
place  before  the  commission. 

Mr.  Strasbaugh,  will  you  please  give  your  full  name  to  the  rmoittf 
and  the  name  of  the  organization  wnich  you  represent  ana  yoai 
residence  t 


I  This  doea  not  indude  Federal  taxes. 
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SIAIEIEEIT  07  ME.  HABET  P.  STRASBA79H>  PSESIDEirr  OF  TEE 
VAnOVAL  CAHHEE8'  ASSOCUTIOV,  ABEBDEEN,  MD. 

Mr.  SiRASBAiroH.  Mr.  Chairman  and  gentlemen  of  the  commission, 
imr  foil  name  is  Harry  P.  Strasbau^h;  my  residence  is  Aberdeen, 
Md.  I  am  president  of  the  National  Canners^  Association.  Anything 
I  may  say  will  be  from  an  indiridnal  standpoint,  however,  lieoanse 
I  haye  not  been  authorized  by  mj  board  of^directors  as  to  what  I 
shall  say,  and  what  I  shaU  say  wiU  depend  largely  upon  what  you 
ask  me  to  say  or  what  you  indicate  you  want. 

The  Chatbman.  We  would  like  to  have  you  tell  us  how  you  get 
the  &rm  product  and  what  you  do  with  it  and  the  costs  and  extent  of 
the  distributing  processes,  so  far  as  they  can  be  stated. 

Mr.  Strasbauoh.  The  canner  purchases,  as  a  rule,  the  raw  stock 
from  the  farm  or  grows  it  himself  on  his  own  farm  or  in  his  own 
oichard.  A  neat  many  canners  grow  a^  large  percentage  of  the 
product  that  wev  can. 

The  method  of  purchasing  com^  peas,  and  tomatoes  is  by  contracts 
wUdi  are  made  with  the  farmer  in  the  first  part  of  the  year,  during 
fte  months  of  February,  March,  and  Apru;  and  at  harvest  time 
fliose  crops  are  harvested  and  hauled  to  the  cannery,  and  the  canner 
pots  them  in  cans  and  hermetically  seals  tbem,  and  those  products 
ire  preserved  for  consumption  possibly  5  years  or  10  years  later, 
if  it  IS  necessary  to  keep  them  so  long. 

The  Chairkak.  Do  these.contracts  that  are  made  with  the  farmers 
itipnlate  an  agreed  price  in  advance  or  is  it  a  proportion  of  the  gross 
Jnce  received  by  the  association! 
i  Mr.  Strasbauoh.  I  did  not  hear  quite  all  of  that. 

The  Chairman.  I  say,  do  the  contracts  with  the  farmers  provide 
for  a  stipulated  price  in  advance  of  production  or  do  they  depend  xm 
fteprice  which  the  canner  gets! 

V.  Strasbauoh.  The  usual  form  of  contract  is  a  given  price  per 
ttffl  ibr  the  product  after  the  product  is  delivered  to  the  cannery. 
^was  entirely  the  custom  in  the  prewar  period.  Of  course,  since 
flitt  time  there  have  been  various  methods  of  purchasing  raw  prod- 
uct during  the  canning  season,  and  in  a  good  many  cases  during  the 
ttpning  season  they  go  out  and  buy  for  cash.  I^ometimes  they  do 
^p  by  freight  to  the  cannery,  and  sometimes  tiiey  get  it  by  dehver- 
ing  it  direct.  The  canner  is  anxious  to  return  to  prewar  conditions 
tssDon  as  possible,  and  will  eventually  return  to  the  custom  of 
haying  a  field  of  tomatoes  at  a  given  price  per  ton  for  delivery  during 
the  canning  season^  August  and  September. 

The  Chairman.  That  is  to  say,  that  the  canner  undertakes  to  insure 
iis  supply  by  contract  with  the  tanner  in  advance? 

Mr.  ooxASBAUGH.  That  is  the  custom. 

The  Chairmak.  As  to  the  price  paid  to  the  farmer,  what  was  that? 

Mr.  Strasbauoh.  Depending  almost  entirely  on  the  prospective 
demand,  the  price  of  cases  and  cans  and  labels.  Almost  every  canner 
visually  arranges  with  the  farmer  to  pay  just  as  much  as  he  can  in 
/»rder  to  insure  a  sufficient  acreage  to  run  his  plant  to  the  full  capacity 
dnring  the  expected  padking  season. 

.  The  Chairmak.  Is  the  National  Canners*  Association  a  distribut- 
ing organization! 
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Mr.  Strasbaugh.  No,  air. 

The  Chairicak.  It  is  just  simply  an  organization  of  cannerst 

Mr.  Stra£»au6h.  Merely  an  organization  of  canners,  with  no  idea 
of  arranging  prices  or  controlling  prices  or  having  anything  what- 
soever to  do  toward  tiie  making  of  prices  of  canned  product  or  raw 
stock  or  anything  else. 

Bepresentative  Mills.  What  is  the  purpose  of  the  association! 

Mr.  Strasbaugh.  The  purpose  of  the  association  is  to  better  condiH 
tions  in  the  canning  business  as  an  entir^y.  ^  For  instance,  to  padc  a 
more  sanitary  product;  to  discover  more  scientific  methods  of  ouiJ 
nin^;  more  scientific  methods  of  handling  the  canning  industry  as  d 
whole;  but  with  no  idea  whatsoever  of  controlling  prices  or  regulat; 
infi^  prices  or  intimating  what  prices  should  be  paid  in  any  w%j 
-whateoever. 

Since  its  organization  in  1907  the  National  Canners'  Asssociation  liaa  be« 
working  for  the  best  interests  of  the  consumer  of  the  products  of  the  indnstiS 
thereby  endeavoring  to  i>opnlar]ze  canned  foods  and  materially  increase  edf^ 
sumption  through  the  merit  of  the  same.  i 

Tliis  organization  has  no  capital  stocky  nor  is  it  organized  for  profit.  It  d«aj 
not  produce,  buy,  nor  sell.  . 

Its  principal  efforts  have  been  directed  on  the  lines  of  scientific  research 

owns  and  conducts  its  own  research  laboratories  in  Washington,  officered  by  m 

w^l  recognized  in  the  scientific  world.    The  findings  of  tlie  laboratory  are  fl  j 

nished  to  nomniember  canners  as  well  as  to  members.    It  has  also  establish  , 

and  financed  separate  scientific  research  at  Harvard  UniTersity  under  the  divi 

tion  of  the  national  research  council  of  the  National  Academy  of  Scl^ices:      ' 

'■  has  established  independent  researches  at  the  University  of  California  ai  i 

Leland  Stanford  Uniyersity  and  is  at  present  making  arrangements  which  a  j 

template  a  considerable  enlargement  of  scientific  research  for  the  b«[i^t  of  til 

industry.  » 

.   It  has  established  a  raw-products  research  bureau,  and  throu^  this  buref 

'  and  the  executive  officers  of  the  assodatioh  some  of  its  accompUi^ioeDts  h»^ 

,been—  r 

1.  Agricultural  cooperation.  i 

2.  Cooperation  with  State  agricultural  courses.  * 

3.  Cooperation  with  the  pepartment  of  Agriculture. 
Oth^r  accomIrfl8hraents.are— 
'     4.  Cooperation  with  State  legislature  for  the  purpo^  of  securing  the  m^ 

advanced  sanitation  laws. 

'  5;  Cooperation  with  the  Forest  Products  Laboratory  in  securing  impro^' 
'  fidiipping  boxes. 

6.  Safety  devices. 

7.  Aidij^  and  assisting  the  enactment  and  enforcement  of  the  food  and  dni| 
act 

8.  Establishing  uniform  cost-accounting  systems  so  that  individual  cannel 
can  each  intelligently  ascertain  his  own  costs. 

9.  Insurance. 

10.  Efficiency  of  the  industry. 

11.  It  has  increased  the  eaecgy  of  effort  among  canners. 
During  the  war  some  of  its  activities  were — 

1.  Encouragement  of  the  largest  possible  production. 

^  Assisting  in  the  allocation  of  milk  for  the  Army,  Navy,  Marine  Corps 
and  Red  Cross  until  the  Government  was  able  to  create  a  proper  agency  to  handk 
the  same. 

3.  Rendering  all  possible  assistance  to  the  Army  and  Navy  and  food  boards  in 
locating  immediate  food  supplies. 

4.  Contributing  its  scientific  laboratories  for  collaborative  purposes. 

It  requires,  under  its  present  by-laws,  that  the  members  of  the  association 
shall  agree  to  produce  a  wholesome  product  from  wholesome  raw  stock  in^ 
sanitary  plant  conducted  in  a  sanitary  manner.  Its  by-laws  provide  for  ttn 
expulsion  of  meml)ers  who  do  not  comply  with  these  sanitary  requirements. 

The  Chatrmak.  Does  the  association  do  anything  in  the  way  oi 
relating  output  to  market? 
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Mr.  JSiRAaBAuoH.  I  did  not  quite  hear  the  question. 

The  Chahman.  I  say,  does  the  association  do  anything  in  the 
wEj  of  relating  on^nt  to  market  or  directing  the  (ustribntion  of 
theDroduct? 

Mr.  SrsAgBAiTOS.  No,  sir;  nothing  whatsoever. 

The  CHATiQfAK.  It  is  a  welfare  association  entirely  t 

Mr. Stbasbaxtom.  Absolutely;  yes,  sir 

Bcpresentative  Mnxs.  Do  you  ezduoige  information  as  to  market 
DondnioDsf 

Mr.  SroLASBAuoB.  No,  sir. 

Bepresentative  Mills.  Do  you  exchange  information  as  to  prices? 

Mr.  Strasbaxtoh.  No,  sir. 

B^resmtatiTe  Mnxs.  Tou  do  not  furnish  information  as  to  the 
prices  or  marketing  conditions  to 4tny  of  your  members! 

Mr.  Stkasbaugh.  No,  sir;  we  never  have,  sir. 

I^Chaibkak.  Can  you  give  us  any  information  as  to  the  methods 
«f  dutributing  canned  products? 

Jfr.  Stiasbaugh.  Tlie  canner  accumulates  the  raw  stock  and  cans 
i  in  times  of  plenty,  and  in  season,  to  distribute  it  in  times  of  de- 
puuL  The  canner,  as  a  rule,  disposes  of  his  canned  foods  throu^ 
fte  merchandising  brokers  in  different  cities  of  the  United  States. 
m  custom  of  that  broker  is  to  visit  the  grocery  trade,  or  wholesale 
froceiy,  in  some  sections  of  the  country^  or  chain  stores,  and  he 
lakes  «de8  to  the  grocer  and  to  the  distributors,  sending  the  order 
p  to  the  canner  for  confirmation,  and  after  confirmation  the  product 
P  skipped  accordingto  the  memorandum  or  selling  contract  which 
R  sends  in  there.  Then  the  foods  are  shipped  in  accordance  with 
Ks  memorandum  of  sales,  and  contracts  to  the  buyer,  who,  in  turn. 
Rtles  for  those  goods  usually  in  10  days;  sometimes  30  days;  and 
KHn^es  60  dajrs;  but  the  majority  of  canned  foods  are  sold  subject 
to  U  per  cent  discount  if  paid  in  10  days.  . 

Jwwhdesale  grocer,  m  torn,  distributes  these  goods  to  the  ren 
I^T.and  the  retaiter  aistribui)es  to  th^  consumer.  . 
J^  Chairman.  Can  you  give  us  any  figures  as  to  the  spreads 
moecar  in  these  various  steps  as  to  prices  of  the  product? 
^.  SmAOftAUOH.  There  is  a  wonderful  variation  in  the  spread. 
Pending  upon  the  location  of  the  distributor,  and  also  the  dis- 
vwutor's  opportunity  for  business  so  far  as  volume  is  concerned, 
tee  of  the  smaller  retailers  will,  for  instance,  sell  a  can  of  toma- 
^  for  several  c^its  a  can  more  than  the  chain  stores,  or  more  than 
^  large  retailer;  possibly  for  the  reason  that  he  does  not  sell  as 
1^7;  the  volume  of  his  business  is  not  so  much,  and  his  propor- 
wjgate  expense  of  handling  them  per  can  is  more. 

Representative  Mills.  Has  your  association  ever  gotten  up  any 
%^  as  to  prices,  for  instance,  that  the  farmer  receives  for  his 
MuctMhe  farm  prices? 
^Mr.  Stkasbaugh.  No,  sir;  our  association  has  always  endeavored 

*  *void  prices  in  any  way  whatsoever. 

Represraitative  Miujs.  Have  you  ever  gone  into  the  question  of 
Wfiht  rates? 

*&.  Strasbaugh.  We  "have  a  traflSc  committee  that  follows  the 
™ght  conditions  from  time  to  time,  whenever  there  is  necessity  for 

*  Mtring,  but  we  have  never  done  very  much  in  the  freight  direc- 
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tion,  however.  The  freight  conditions,  however,  are  seriously  affec 
ing  us  at  this  time  and  very  seriously  affecting  the  consumption  c 
canned  foods*  For  instance,  the  freight  rate  from  Aberde^i,  Md.,  i 
Baltimore  is  something  like  19^  cents  per  hundred  per  carload,  an 
say,  about  27  cents  per  hundred  for  less  than  carload.  The  rai 
from  Aberdeen  to  Tampa,  Fla.,  is  $1.60  per  hundred  in  carload 
With  these  excessive  freight  rates,  it  naturally  puts  us  out  ^ 
business  in  Tampa,  Fla.  After  the  freig:ht  rates  are  added,  to  tl 
cities  in  Maryland  and  Delaware,  the  price  is  so  excessive  tlLat  \i 
find  we  are  not  distributing  anything  like  as  niany  canned  foods  i 
that  direction,  or  to  any  of  those  distant  points,  as  we  did  before. 

Bepresentative  Mills.  In  presenting  your  case,  I  presume,  yc 
g6t  your  facte  together  and  presented  them  to  the  Interstate  Ckai 
merce  Conmiission,  or  to  the  railroads,  with  a  view  to  obtainii^ 
reduced  rates? 

Mr.  SnsASBAUGH.  You  say  you  suppose  we  have  done  that  alread]^ 

Representative  Mills.  Have  you  done  that?  I 

Mr.  Strasbauoh.  Mr.  Berry,  of  Seed,  Murdock  &  Go.,  of  Ghicagj 
has  attended  one  or  two  hearings  on  traffic  in  Chicago  recently^ 
within  the  last  six  months,  but  I  do  not  think  that  he  has  presents 
any  definite  claims  as  yet,  sir. 

Ke^resentative  Mills.  In  connection  with  these  figures,  have  yd 
gone  into  the  question  of  tha  price  paid  to  the  farmer  and  the  co^ 
of  canning,  and  the  price  paid  by  the  ultimate  consumer,  and  tlj 
percentage  of  the  freight  rate  to  the  total  cost  to  the  consumer  ? 

Mr.  S^tASBAUQH.  I  have  given  C(msiderable  consideration  to  th^ 
particular  item  of  freight,  and  if  we  were  to  consider  the  fireigfat  d 
the  iron  ore  to  the  furnaces,  and  from  the  furnaces  to  the  steel  mill 
and  from  the  steel  mills  to  the  tin-plate  factories  and  from  the  tii 
^ate  factories  to  the  can  shops,  and  from  the  can  shops  to  the  cai 
nery,  and  from  the  cannery  to  the  distributor,  and  from  thence  t 
the  retailer  I  would  imagine  that  about  half  of  the  price — certainl 
from  33^  to  50  per  cent  of  the  cost  of  the  canned  foods  would  ha^ 
been  paid  in  freights  by  the  time  these  canned  goods  reach  tiie  ultl 
mate  consumer,  l^cause  we  have  paid  freight  directly  and  indirectl] 
about  six  or  seven  times.  And  that,  naturally,  under  present  eoiidj 
tions,  is  a  large  factor  in  increasing  the  cost  of  the  can  of  com  (^ 
tiie  Hawaiian  pineapple  or  California  peaches  to  the  consume] 
Although  the  boat  rates  from  Calif 6mia  at  the  present  time  are  ooii 
siderably  lower  than  the  rail  rates,  and  the  seaboard  cities  in  tl^ 
East  have  the  benefit  of  a  very  much  lower  rate  on  that  account 
But  then  just  as  soon  as  ^ou  commence  to  distribute  from  the  Atlan 
tic  seaboard  cities  to  the  inland  cities,  then  you  commence  to  pile  uj 
the  freight  again. 

The  Chairman.  You  are  not  able  to  give  us  any  figures  at  all  a{ 
to  the  spreads  in  price  as  between  the  consumer  and  the  farmer? 

Mr.  Straseaugh.  Only  in  the  way  of  percentages*  I  would  say  tha 
the  freight  paid  is  five  or  six  times,  as  I  have  explained,  and  woul< 
certainly  equal  from  one-third  to  one-half  of  the  ultimate  cost  to  th< 
retailer. 

The  Chairman.  Can  you  give  us  any  idea  as  to  what  mi^es  up  th^ 
other  two  thirds  of  the  cost  ? 

Mr.  Strasbauoh.  The  cost  of  the  product,  the  cost  of  canning  thai 
product,  and  the  cost  of  employees,  drayage,  and  distribution. 
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The  Chaismak.  Can  you  give  us  any  accurate  figures  of  p^cent- 
ages  that  illustrate  the  various  amounts  of  those  costs? 

Mr.  Stsasbaugh.  Well  I  can  give  you  the  cost  of  a  case  of  cans. 

The  Chaibman.  Very  well,  do  that. 

Mr.  Strabbauoh.  The  empty  cans  in  a  case  at  the  present  time 
would  cost  75  cents,  laid  down  at  the  canner's  factory. 

The  Chaibman.  How  does  that  compare  with  the  cost  of  cans  in 
1913,  or  thereabouts? 

Mr.  Strasbauoh.  I  am  figuring  cans  at  $25  per  thousand,  as  against 
a  mice  for  cans  in  1918  of  ll4.75. 

The  Chaibmak.  What  difference  is  there  in  the  price  of  the  caset 

Mr.  Strasbaxjgh.  Cases  during  the  prewar  period — the  No.  2  cases, 
ior  example,  and  Uiat  is  a  fair  example,  sold  for  7^  cents  each;  a 
lear  ago  they  sold  for  23  to  25  cents  each.  These  same  cases  can 
oe  bought  at  the  present  time  for  probably  11^  to  12  cents  each. 

The  Chairman.  Take,  for  instance,  a  case  of  com.  What  is  the 
price  of  com  now  by  the  case  at  the  factory  ?    • 

Kr.  Strasbauoh.  I  would  say  a  dollar  a  dozen;  $2  a  case  of  24 
eans. 

The  Chairman.  How  does  that  compare  with  1913  ? 

Mr.  Strasbauoh.  It  was  $1.70  a  case  in  1918. 
I  The  Chairman.  That  is  a  difference  of  about  80  cents  a  case? 
i  Mr.  Strasbauoh.  Yes,  sir. 
i  The  Chairman.  It  is  higher  now  than  it  was  in  1918? 

Mr.  Strasbauoh.  Yes,  sir. 
I  The  Chairman.  Is  that  on  the  basis  of  this  year's  pack  or  last 
par's  pack? 

Mr.  Strasbauoh.  That  is  on  the  basis  of  this  year's  pack.  Last 
|ttr  that  same  com  was  $2.70  a  case ;  in  July,  1920,  it  was  $2.70  a 
«se;  in  January  it  was  $1.70  a  case. 

The  Chairman.  It  is  a  little  higher  now  than  it  was  in  January, 

Mr.  Strasbauoh.  Yes,  sir. 

Senator  Lenroot.  What  do  you  give  as  the  difference  in  the  case 
Mean  now  and  before  the  war — ^75  cents  a  case? 

Mr.  Strasbauoh.  In  the  prewar  period  it  was  7^  cents ;  a  year  ago 
^  same  case  sold  for  from  23  to  25  cents. 

Senator  Lenroot.  You  gave  the  case  and  can  now  as  75  cents  ? 

Mr.  Strasbauoh.  Yes. 

Senator  Lenroot.  What  was  the  price  of  the  case  and  can  before 
Ihewar? 

Mr.  Strasbauoh.  What  year  do  you  want? 

The  Chairman.  1913, 

Senator  Lenroot.  That  is  what  the  chairman  asked,  1913. 

Mr.  Strasbauoh.  In  1913  the  price  of  cans  was  $17.25.  That  was 
IJ  cents— 24  cans  to  the  case— 42  plus  8,  we  will  say  60  cents  a  case, 
a  1918. 

Senator  Lenroot.  As  against  75  cents  now? 

Mr.  Strasbauoh.  Yes ;  fliose  are  approximate  figures,  gentlemen. 

Senator  LsNiuxn*.  Oh,  I  understand;  I  do  not  exp^  to  get  it 
«^y  accuratb. 

Mr.  Strasbauoh.  I  am  just  figuring  this  offhand.  I  will  be  very 
gW  to  give  you  a  brief  later  on  those  costs. 
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-  The  Chairma^j.  We  will  be  very  glad  to  have  it.  Now,  can  you 
give  us  any  information  as  to  what  a  case  of  com  was  sold  for  by 
the  wholesaler  in  1913  and  1920  and  now? 

Mr.  Strasbaugh.  Well,  I  imagine  every  wholesaler  varied  some- 
what as  to  his  handling  charges,  depending  upon  his  overhead,  and 
I  could  not  give  you  the  exact  figures  of  any  wholesaler,  but  the 
wholesaler  as  a  rule  has  handled  canned  foods  on  a  very  dose  mar- 

?in.    In  the  last  year  I  know  he  sold  a  great  many  at  anywhere  from 
5  cents  a  dozen  to  $4  a  dozen  of  some  products  less  than  the  cost. 

Senator  Lenroot.  You  have  given  the  present  price  as  $2;  75 
cents  of  that  is  for  the  case  and  can.  Now,  will  you  teU  us  about  the 
other  $1.26? 

Mr.  Strasbaugh.  In  order  to  give  you  anything  intelligent  in 
regard  to  that,  I  would  have  to  submit  you  a  brief,  because  there 
are  a  number  of  items  that  come  in  there :  The  cost  of  the  com,  for 
instance,  at  $20  a  ton;  the  com  would  be  from  60  to  70  cente  per 
case;  that  would  be  paid  to  the  grower  for  the  com.  Suppose  wc 
say  to  cents.  Now,  labor  would  probably  be  30  to  35  cents  a  case: 
say  35  cents. 

Senator  Lexroot.  That  is  direct  labor,  I  take  it? 

Mr.  Strasbaugh.  Direct  labor  in  the  factory;  yes,  sir.  Now,  there 
are  such  items  of  overhead  as  insurance,  coal,  and  maintenance  d 
machinery,  and  such  as  that. 

Senator  Lenroot.  Now,  would  you  wish  us  to  understand  that  ^ 
cents  covers  all  overhead,  insurance,  taxes,  and  profits? 

Mr.  Strasbaugh.  No,  sir;  I  would  not. 

Senator  Lenroot.  Then  I  would  like  to  go  back  to  the  other  que& 
tion ;  you  are  selling  it  for  $2? 

Mr.  Strasbaugh.  Yes;  approximately,  I  would  say. 

Senator  Lenroot.  That  25  cents  a  case 

Mr.  Strasbaugh  (interposing).  Yes;  at  the  present  time  where  f 
man  is  selling  at  $2  a  case  I  do  not  believe  he  has  any  profit  in  it 
In  fact,  I  think  he  has  10  or  20  cents  a  case  loss.  And  he  might  bavi 
30  cents  a  case  loss  if  he  has  a  short  pack  this  season  and  is  shorf 
of  goods. 

Senator  Lenroot.  In  other  words,  you  would  have  us  understand 
there  is  no  profit  at  this  price  ? 

Mr.  Strasbaugh.  Absolutely  no  profit  at  present  prices.  There  ar^ 
losses  to  the  canner. 

■:  Representative  Ten  Etck..  How  piany  cases  do  you  make  out  of  ^ 
ton  of  corn? 

Mr.  Strasbaugh.  About  30  cases  is  an  average  estimate. 

Representative  Ten  E yck.  About  30  case^  ?    ' 

Mr.  Strasbaugh.  Yes,  |rir. 
,    Representative  Ten  Eyck.  How  large  are  your  containers? 
..    Mr,  Strasbaugh.  I  am  talking  from  the  standpoint  of  corn,  whiclj 
is  in  a  No.  2  can  and  holds  about  19  ounces ;  19  or  20  ounces,  total  nd 
weight  of  contents. 

Representative  Ten  Etck.  What  is  that  in  liquid  measure  ? 

Mr.  Strasbaugh.  I  have  never  noticed  that ;.  I  could  not  a^wei 
that  question,  sir.  I  have  handled  canned  corn  a  great  many  years 
but  never  compared  it  with  pints  or  quarts.  But  I  would  say  prol> 
ably  not  more  than  a  pint  and  a  quarter;  16  ounces  to  a  pint,  and  thi^ 
is  19  ounces — about  a  pint  and  a  quarter. 
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Bepresentatiye  Mnxs.  What  do  these  two  cases  sell  for ;  what  does 
the  wholesaler  sell  it  for?  I  suppose  that  varies  with  the  freight 
nte? 

Mr.  Strasbaugh.  It  varies ;  for  instance,  we  can  ship  to  some  points 
much  cheaper  j  trom  Baltimore  to  Philadelphia  is 

Bepresentative  Mnxs  (interposing).  What  does  the  wholesaler  sell 
itfor? 

Mr.  Stbasbauoh.  He  has  his  dravage  and  freight,  I  suppose,  and 
figures  10  per  cent  on  that,  after  he  has  paid  his  f^i^ht  and  drayage. 

Kepresentative  Mills,  i  ou  do  not  know  what  it  is  selling  for  to- 
day, do  you? 

Mr.  Strasbaugh.  I  am  not  in  position  to  give  you  the  prices  of  the 
wholesale  grocers  of  the  United  States;  no>  sir.  I  have  no  way  of 
getting  them. 

Skater  Lenboot.  Do  you  know  what  it  is  retailing  for? 

Mr.  Strasbauoh.  I  would  say  probably  10  cents  a  can ;  $2.40  a 
CJOL  Probably  if  you  take  it  in  lots 

Seoator  Lenboot  (interposing).  That  can  not  be.  Do  you  mean 
to  say  that  between  your  lactory  price  and  the  retailer's  price  there 
isQDly  a  margin  of  40  cents  a  case? 

Mr.  SntASBAuoH.  I  mean  to  tell  vou,  sir,  that  com  to-day  is  selling 
it^  a  case  in  the  Delaware  and  Maryland  factories. 

fiepresentative  Mills.  And  retailing  in  Washington  at  $2.40? 

Mr.  SntASBAuoH.  Yes;  I  was  told  this  morning  it  was  retailing  at 
10 cents  a  can  at  the  chain  stores,  by  Mr.  Hunt;  that  is  at  the  chain 
stores.  There  is  no  delivery,  of  course,  in  that.  The  chain  stores 
A)  not  ddiver. 

Bepresentative  Sumnbhs.  Are  those  prices  that  you  have  given  the 
lormal  prices ;  do  those  prices  indicate  the  usual  margin  of  profit, 
or  the  spread  in  prices  of  the  canned  goods  in  this  country? 

Mr.  Stbasbaxjgh.  No,  sir;  that  is  the  conditions  that  have  been 
goTeming  the  canner  in  the  last  9  or  10  months.  In  the  pre-war 
period 

Kepresentative  Sumners  (interposing).  The  same  conditions  gov- 
ern the  retailer. 

Mr.  Stbasbaugh.  I  think  I  said  before  you  came  in  that  the  same 
product  that  sells  for  $1.70  a  dozen  in  Delaware  in  carload  lots 
would  retail  in  the  prewar  period  at  10  cents  a  can,  and  in  some  in- 
stances three  cans  for  a  quarter.  That  is,  in  near-by  cities,  like  Phila- 
delphia and  New  York.  Now,  if  that  product  was  shipped  to  Pitts- 
bw^  it  might  be  more.  On  the  other  hand,  the  canner  of  the  Cen-i 
W  West  would  probably  take  care  of  the  Pittsburg  business^  and 
It  would  probably  be  sold  on  the  same  basis.  But  in  these  times, 
gentlemen,  the  canner  is  selling  his  product  below  cost. 

Senator  Cappi^* Due  to  oversupply,  or  what? 

Mr.  Strasbauoh.  It  is  due  to  overproduction,  or  imderconsump- 
tion,  or  deflation,  or  the  lack  of  capital  iand  the  need  of  money  m 
w»  canner's  business ;  tiie  financial  condition  of  the  catoier  in  the 
l*styear.  At  the  beginning  of  the  war  the  canner  was  requested  to 
P&cb  as  many  canned  foods  as  he  could  pack,  because  it  was  neces- 
swy  to  have  canned  foods  in  order  to  help  win  the  war.  Unfortu- 
J?Wy,  the  caimer  was  told  that  he  was  sure  to  be  given  profit  on 
ois  cuming,  and  the  result  of  that  was  that  in  some  sections  some 
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canners  paid  almost  any  price  for  raw  stuff.  For  instance,  canned 
tomatoes  which  sold  in  the  prewar  period  for  $10  or  $12  per  ton 
were  bid  up  as  high  as  $60  a  ton.  The  result  was  that  the  cost  of 
packing  was  excessive  in  a  majority  of  .cases  during  the  war.  The 
Army  and  Navy  commandeered  about  20  per  cent  of  the  com,  and 
45  per  cent  of  the  tomatoes  packed  during  the  war.  When  the 
armistice  was  signed,  it  left  the  Government  with  probably  1,000,000 
cases  of  tomatoes  and  2,000,000  cases  of  com  on  its  handk  About 
six  months  after  the  armistice  those  tomatoes  and  com  and  some  of 
the  peas  and  other  products  were  marketed  from  house  to  house  ftt 
11  cents  a  can  for  tomatoes  that  cost  the  Government  $1.90  a  dozen 
The  canner  was  left  with  some  of  his  pack  still  unsold,  and  he  could 
not  sell  his  product  at  11  cents  a  can,  competing  with  these  retaU 
prices  of  the  Government.  And  the  result  was  that  he  was  carrying 
nis  pack  at  a  loss  which  would  bankrupt  some  of  the  canners. 

Representative  Ten  Etck.  What  did  you  pay  for  your  corn  in 
1913? 

Mr.  Strasbaugh.  Com  in  1913  sold  as  low  as  55  cents. 

Representative  Ten  Eyck.  Fifty-five  cents  for  what? 

Mr.  Strasbaugh.  A  dozen,  or  $1.10  a  case. 

Representative  Ten  Etck.  I  know,  but  how  much  a  ton? 

Mr.  Strasbaugh.  The  raw  com? 

Representative  Ten  Etck.  Yes ;  the  raw  com.  . 

Mr.  Strasbaugh.  I  would  say  about  $10  a  ton,  sir. 

Representative  Ten  Etck.  Ten  dollars  a  ton,  did  you  say? 

Mr.  Strasbaugh.  Yes ;  $10  or  $12  a  ton. 

Representative  Ten  Etck.  I  notice  here  that  com  cost  you  2J 
cents  a  can,  and  the  spread  between  the  cost  or  the  sale  price  to  the 
farmer,  and  the  selling  price  to  the  chain  stores,  which  is  the  most 
economical  way  of  distribution,  is  four  hundred  times  more  than  the 
farmer  gets  for  it. 

Mr.  Strasbaugh.  Yes ;  but  look  at  the  work  and  the  can. 

Representative  Ten  Etck.  I  understand  that ;  I  am  merely  getting 
at  the  spread. 

Mr.  Strasbaugh.  Yes. 

Representative  Ten  Eyck.  Now,  if  that  is  true,  we  could  add  a 
couple  hundred  more  times  spread  into  the  ordinary  grocery  stoi^ 
could  we  not;  they  must  get  at  least  15  cents  in  the  orainary  store! 

Mr.  Strasbaugh.  I  would  say  so ;  12^  to  15  cents.  , 

Representative  Ten  Etck.  Now^  at  the  time  you  were  paying  $W 
a  ton  to  the  farmer,  you  were  getting  a  little  better  price 

Mr.  Strasbaugh  (interposing).  When  we  were  paying  $10  a  toi^ 
to  the  farmer  we  were  getting  a  little  profit  out  of  the  canning  busi- 
ness; to-day  we  are  not. 

Representative  Mnxs  To-day  you  are  paying  2|  cents  a  can  f o^ 
your  com  and  losing  mone^t 

Mr.  Strasbaugh.  Yes,  sir. 

Senator  Lbnroot.  Was  there  a  large  overproduction  during  the 
war? 

Mr.  Strasbaugh.  Yes;  there  was  considerable.  «9 

Senator  Lenroot.  How  did  that  come  about! 

Mr.  Strasbaugh.  There  was  considerable  overproduction,  but  the 
difficulty  that  the  canner  eocperienoed  generally  was  the  tiouUe  that 
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amfionted  the  wholesale  grocer  when  sugar  broke  from  224  and  39 
centsa  poond  down  to  15  cents,  and  lO.cents,  and  7  cents,  and  6  cents, 
and  rice  and  coffe  and  almost  erery  other  commodity  that  was  in  the 
wiiolesale  grocer's  warehouse  depreciated  accordingly.  The  result 
was  that  since  last  August  until  about  60  days  aco  it  has  been  almost 
impossible  to  sell  the  wholesale  grocer  a  coupte  thousand  cases  of 
com,  whereas  in  the  prewar  period  he  would  be  glad  to  purchaser 
KVXX)  or  15,000  or  20,000  cases  of  com.  But  whm  the  wholesale 
grocer  lost  money  on  the  declining  price  of  sumr,  then  the  eanner 
was  unable  to  sell  his  product  at  cost  or  anywhere  near  cost  For 
example,  com  which  cost  $1.80  a  dozen  back  in  1920  was  marketed  at 
as  low  as  75  cents;  some  of  it  was  marketed  and  sold  as  low  as  75 
cents  a  dozen. 

Soiator  liBNBOOT.  There  has  been  more  com  canned  since  money 
has  become  easier  all  over  the  country.  The  grocer  can  buy  scMne 
food  for  less,  and  is  buying  some  for  less,  such  as  canned  com,  for 
example,  which  is  getting  back  nearer  to  the  cost  of  replacement 
Com  that  cost  last  year  $1.30  will  cost  this  year  close  to  $1.10  or  $1.20 
to  pack  this  year.  Now,  the  eanner  that  is  selling  com  at  $2  is  pay- 
ing less  now.  If  this  is  a  poor  pack,  he  will  find  that  he  is  selling  a 
lot  of  com  at  $2  that  cost  him  $2.80  to  pack,  as  against  $2.60  a  case 
a  year  ago. 

Kepresentative  Sumnsrs.  When  you  figure  the  cost  of  packing, 
you  estimate  some  interest  on  your  investment,  and  overhead,  and 
everything  of  that  sort? 
Mr.  StSasbaugh.  Most  undoubtedly;  yes. 

Bepresentative  Sxjmness.  So  you  have  less  loss  of  profit  in  keep- 
ing vour  plant  going,  even  if  you  lose 

Mr.  Stbasbaugh  (interposing).  If  we  keep  our  plant  closed  for 
a  season  our  loss  is  neavy  in  the  deterioration,  and  depreciation  of 
the  machinery^  and  rust,  and  so  on. 

Eepresentative  Sumners.  And  you  have  lost  customers,  too,  I 
suppose? 

Mr.  Strasbauoh.  Sir? 

Bepresentative  Sumners.  You  have  lost  your  trade,  too? 

Mr.  Strasbauoh.  Yes;  and  lost  our  trade  also.  But  notwith- 
standing that,  there  would  not  be,  I  would  sav,  over  60  per  cent  the 
pack  of  com  this  year,  and  not  60  per  cent  of  the  pack  of  tomatoes 
on  account  of  these  conditions  ana  the  inability  of  the  eanner  to 
frumce  himself,  because  he  has  been  broken  down  last  year  when  he 
could  not  market  his  goods. 

Bepresentative  M£ls.  Do  you  think  the  wholesale  grocer  was 
Tery  heavily  stocked  in  the  first  half  of  1920? 

Mr.  Strasbauoh.  Yes;  I  think  he  was. 

JSqpresentative  Mills.  You  think  he  was  pretty  well  loaded  up? 

Mr.  Strasbauoh.  Yes,  sir. 

B^resentative  Mnxs.  Now,  was  he  loaded  up  when  the  armistice 

emme? 

Mr.  Strasbauoh.  I  think  faiiiy  well,  dr;  yes,  sir;  at  the  high 

prices. 

Bepresentative  Mnxs.  During  the  period  of  expansion  and  specu- 
lakicm,  you  think  the  wholesale  rrocer  was  doing  what  everybody 

ebe  did,  buying  on  a  rising  ma^et  with  a  view  to  higher  prices 

later  OD^ 
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Mr.  Strasbauoh.  Well,  I  suppose  he  acted  like  the  ordinary  hu 
man  business  man  in  tiiat  case. 

Representative  Mili^.  Do  you  think  that  is  the  condition  to-day  I 
You  suggested  there  had  been  a  change  60  days  ago.  Do  you  thinl 
to-day  he  has  largely  disposed  of  his  surplus  product  on  his  shelves! 

Mr.  Stbasbauoh.  Yes ;  I  think  he  has,  and  cUsposed  of  it  at  a  seven 
loss,  especially  in  canned  foods. 

Bepresentative  Mills.  Yes;  I  think  that  is  true;  but  do  you  thinl 
he  ha&  reached  a  place  where  he  is  goin^  to  buy? 

Mr.  Stbasbauoh.  Yes;  in  canned  goods  he  has  begun  to  buy. 

Bepresentative  Mills.  He  has  begun  to  buy? 

Mr.  Strasbauoh.  Yes;  in  small  quantities,  compared  with  his  pur 
chases  previously.  He  is  buying  a  thousand  cases  where  he  boughl 
6,000  cases  before.  Six  months  ago  he  would  buy  only  50  cases ;  th< 
same  man  that  is  buying  a  thousand  cases  to-day.  I  think  eventually 
the  condition  will  right  itself;  and  as  soon  as  we  right  ourselves  t^ 
the  prewar  condition  the  canner  will  function  properly.  He  is  nol 
able  to  function  this  year  because  last  year  he  had  his  money  all 
tied  up  and  could  not  pay  his  bills ;  he  could  not  pay  his  growers.  ] 
know  of  canners  that  sacrificed  com  last  year  at  80  cents  a  dozen  t^ 
pay  their  growers  that  cost  them  $1.30  to  pack.  They  did  not  sell  ii 
all  at  that  price,  but  they  had  to  sell  sufficient  of  it  to  pay  their  biUE^ 
and  in  some  cases  it  took  everything  they  had ;  in  some  cases  not  qmU 
all.    But  every  canner  got  his  proportion  of  that  loss. 

Senator  Lenroot.  Do  I  understand  that  the  canners  last  year  wen 
not  able  to  secure  a  normal  line  of  -credit,  or  do  you  mean  that  b^ 
reason  of  a  lack  of  market  they  required  an  abnormal  line  of  credit 
and  were  unable  to  get  it  ? 

Mr.  Strasbauoh.  On  account  of  the  cost  of  packing  last  year] 
which  was  as  high  last  year,  or  higher — equally  as  high  as  at  any  time 
during  the  war  period — it  took  $1.30  to  finance  the  packing  of  a 
dozen  cans  of  corn,  whereas  in  the  prewar  period  60  cents  a  dozen 
would  have  done  it.  Then,  when  the  wholesale  grocer  made  his  loss 
on  sugar  he  refused  to  buy  the  product  from  the  canners,  because  he 
felt  that  he  could  not  afford  to  do  it,  and  the  canner  who  canned  held 
these  canned  goods  himself,  which  ran  into  millions  of  dollars,  Tvhich 
promptly  under  ordinary  circumstances  would  have  been  distributed 
throughout  the  United  States,  and  the  money  would  have  come  back 
for  them.  The  result  was  that  that  gave  the  canners  of  this  country 
the  requirement  of  a  considerable  amount  of  money— more  than,  they 
ever  required  before — ^because  they  could  not  convert  their  product 
into  money.  And  when  you  went  to  the  bank  to  borrow  moneys 
every  time  you  approachea  a  banker  you  heard  the  same  story  about 
credit.  But  I  do  not  think  any  canner  was  able  to  borrow  enough 
money  to  carry  his  product  until  he  could  get  not  a  profit  but  his 
replacement  value. 

Senator  Lenroot.  Was  that  due  wholly  to  the  lack  of  credit  or 
was  it  due  to  the  uncertain  market  and  the  uncertainty  of  the  hazard 
of  credit?  In  other  words,  was  there  a  sliortage  of  credit,  assuming 
there  was  no  question  about  the  surety? 

Mr.  Strasbauoh.  I  thiiik  there  was  a  shortage  of  credit. 

Senator  L«nroot.  You  think  there  was  a  shortage  of  credit  every- 
where? 
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Mr.  SiSASBAUGH.  Yes ;  and  I  think  it  was  brought  on  in  that  way ; 
we  could  not  distribute  any  of  our  goods  from  August  on.  And  the 
result  was  we  had  to  carry  that  large  Imd,  whereas  onKnarily  it 
would  have  been  distributed  to  the  different  cities  in  tbo  country, 
and  the  money  returned.  But  tight  money  was  the  trouble.  That 
was  not  only  the  trouble  with  Xhe  canner,  but  eyery  time  you  ap- 
proached a  banker  you  were  told  how  impossible  it  was  to  get  money. 
And  it  was  hard  to  get  money  on  any  security,  even  on  warehouse 
receipts.  I  tried  to  get  some  money  in  Philadelphia  on  warehouse 
receipts,  and  finally  succeeded,  but  I  had  difficulty  in  borrowing 
money  on  a  warehouse  receipt,  something  like  $90,000. 

Sepresentative  Sumners.  Did  the  banks  seem  to  have  any  trouble 
in  rediscounting  their  paper  at  the  Federal  reserve  banks? 

Mr.  Strasbauoh.  Yes ;  we  got  our  share  of  that  talk,  that  we  could 
only  rediscount  so  much,  or  certain  percentages.  And,  of  course,  the 
rates  were  higher. 

Senator  Lenboot.  That  did  not  apply  in  the  New  York  district, 
did  it? 

Mr.  Stkasbauoh.  Oh,  yes;  we  could  not  borrow  all  the  money  we 
wanted  last  year. 

Senator  Ijenkoot.  You  are  not  referring  to  the  progressive  rate, 
are  you  J 

m,  Stbasbaitgh.  No,  sir;  I  don't  think  it  was  raised  in  the  Rich- 
mond district.    I  don't  think  it  was  ever  above  6  per  oenti 

Bepresentative  Mills.  You  were  not  referring  to  the  progressive 
rate,  out  simply  to  a  raise  in  the  rediscount  rates? 

Mr.  Strasbauoh.  Yes,  sir. 

Representative  Mills.  Let  me  ask  you  if  you  have  disposed  of  your 
rorolus  product? 

Mr.  Strasbauoh.  No,  sir;  we  still  have  some  of  it;  40  per  cent, 


Bepresentative  Mills.  But  the  balance  has  been  liquidated? 

Mr,  Strasbauoh.  Liquidated  at  a  very  heavy  loss  to  the  canners. 

Senator  Lenroot.  Is  your  hold-over  any  more  than  normal  now  ? 

Mr.  Sttlasbaugh.  It  is  little  more  than  normal,  but  we  have  more 
than  normal  conditions  to  contend  with,  and  ttiat  makes  it  seem 
more,  for  tJie  reason  that  the  wholesale  ^ocer  is  not  buying  in  the 
same  quantities  as  he  bought  before. 

Senator  Lenboot.  In  other  words,  you  are  holding  more  than  you 
did  before? 

Mr.  Strasbauoh.  Yes,  sir. 

Kepresentative  Mills.  How  does  that  $2.40  a  case  compare  with 
the  price  in  1913? 

Mr.  Strasbauoh.  The  lowest  price  in  January,  1913^  for  com  was 
^  cents  a  dozen,  or  $1.10  a  case.  But  that  was  exceptionally  low  at 
that  time. 

Bepresentatire  Mills.  Was  that  at  the  factory? 

Mr.  Strasbauoh.  That  was  at  the  factory. 

Bepresentative  Mills.  What  would  it  retail  for  at  that  time,  do 
jou  suppose? 

Mr.  otrasbauoh.  Possibly  55  cents  at  the  factory — ^the  wholesale 
grocer  would  probably  sell  it  at  70  cents,  and  it  would  probably  re^ 
tail  at  10  cents  a  can,  or  three  cans  for  a  quarter. 
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Senator  Capper.  Could  you  handle  that  product  profitably  at  5^ 
cents? 

Mr.  Strasbauoh.  No,  sir;  there  was  some  condition  at  that  time, 
or  lack  of  demand  at  the  time,  that  made  it  sell  at  56  cents  per  dozen 
or  $1.10  per  case — about  65  cents  would  give  the  canner  a  reasonable 
profit  in  the  prewar  period  when  the  market  remained  practically 
stationary.  If  there  was  a  5-cents  fluctuation  it  was  considered  a 
biff  fluctuation. 

Senator  Lbnroot,  How  long  will  a  pack  keep  ? 

Mr.  Strasbauoh.  Some  canned  foods  have  been  opened  after  they 
have  been  kept  40  years  and  declared  good  by  those  who  examineq 
them. 

Senator  Lbkroot.  Let  me  ask  you  tins,  then :  How  long  is  it  con^ 
sidered  safe  to  keep  them  f 

Mr.  Strasbauoh.  Just  as  long  as  the  can  will  remain  intact  and 
keep  the  contents  free  from  air.  Now,  during  the  war  we  got  into 
inferior  tin,  just  as  we  got  into  inferior  thii^  everywhere^  which 
were  made  by  people  who  did  not  care.  And  I  do  not  think  the 
kind  of  tin  we  got  during  the  war  would  keep  as  long  as  the  tin 
we  got  in  the  prewar  period.  But  ordinarily  a  can  of  tomatoes  or 
com  could  be  kept  and  would  be  good  after  four  or  five  years.  I 
have  kept  them  in  my  own  house  that  long  and  eaten  them  at  my 
own  table  without  any  thought  of  injury  to  the  person  who  ate  it 
It  depends  on  how  you  keep  them ;  whether  you  keep  them  in  the 
dry  and  whether  they  are  kept  in  a  moderately  tempered  room  or 
in  a  heated  room. 

Senator  Lenroot.  After  it  has  been  kept  for  that  length  of  time 
is  it  more  difficult  to  sell  ? 

Mr.  Strasbauoh.  I  think  evervbody  prefers  this  year's  pack  in 
preference  to  last,  to  the  extent  of  2  or  3  cents  a  dozen.  But  I  douht 
whether  you  and  I  could  tell  the  difference  in  the  taste. 

Senator  Lekkoot.  That  is  what  I  mean ;  could  you  tell  in  any  way  ? 

Mr.  Strasbauoh.  I  think  a  can  of  com  is  about  as  good  when  it  is 
four  or  five  years  old,  if  it  has  been  kept  properly  and  in  a  proper 
place. 

Senator  Capper.  Have  your  labor  charges  been  reduced  this  year! 

Mr.  Strasbauoh.  In  the  few  canneries  that  are  operating,  which 
started  to  operate  in  the  last  few  days  around  my  place,  they  are 
paying  30  to  35  cents  an  hour,  as  against  40  and  50  cents  an  hour  last 
year.  But  the  laboring  people  have  not  made  up  their  minds  tiiat 
they  want  to  do  much  work  at  that  figure.  When  canned  foods  are 
advancing,  as  they  say — for  instance,  I  saw  an  article  in  a  Baltimore 
paper  the  other  day  by  a  housewife  about  every  article  of  food 
goin^  up  in  price  a^ain;  she  talked  about  wages  going  down  and 
all  kinds  of  food  going  up.  These  people  do  not  understand  that 
it  was  down  so  low  that  everybody  was  selling  away  below  cost 
in  order  to  get  money  to  exist.  And  now  when  we  are  coming  back 
to  nearer  the  cost,  it  is  going  to  compel,  not  high  prices,  but  enough 
to  pay  at  least  expenses,  but  high  when  compared  with  the  previous 
prices. 

Senator  Lskroot.  Do  you  think  canned  foods,  at  the  retail  end  of 
the  line,  generally  speaking,  did  come  down  proportionately? 

Mr.  Strasbauoh.  Proportionately  to  the  manufactured  cost? 
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SeiatOT  Lenkoot.  Proportionately  to  the  wholesale  cost,  did  tiie 
retail  price  come  down,  generally  speaking? 

Mr.  Stbasbaugh.  I  think  the  retail  price  was  a  little  slower  in 
coming  down  than  the  wholesale  price,  and  a  little  slower  than  the 
canners'  prices;  but  the  retailer  is  down  to-day. 

Senator  LjENBoor.  Is  he  down  on  canned  foods? 

Mr.  Strasbaitoh.  Yes,  sir. 

Repres^tative  Mnxs.  He  fought  a  Uttle  harder  before  coming 
down? 

Mr.  Stbasbaugh.  I  did  not  understand  you. 

Representative  Miujb.  He  held  out  a  little  longer  before  coming 
down? 

Mr.  SrRAfflAuoH.  He  held  out  longer,  because  I  dom't  think  he  was 
pushed  as  hard  for  money. 

Senator  Lckboot.  He  might  not  have  taken  his  loss. 

Mr.  Stsambaugih.  He  might  not;  he  might  have  got  out  on  his 
holdings  before  stocking  up  with  new  goods. 

Bepresentative  Sumners.  During  this  period  of  low  prices  that 
you  nave  been  referring  to,  when  you  were  not  able  to  sell  at  the 
cost  of  production,  and  were  compelled  to  carry  over  a  considerable 
part  of  your  pack,  do  you  know  whether  or  not  there  was  any  gen* 
era!  pressure  f rcrni  the  banks  that  held  the  paper  of  the  canners  to 
force  liauidation  ?    Was  there  an^^hing  unusual  about  it  ? 

Mr.  Strasbauoh.  I  do  not  tmnk  there  was  in  our  district,  sir; 
not  in  the  State  of  Maryland  and  annmd  Baltimore  and  around  the 
Eastern  Shore;  not  to  any  great  extent.  I  think  the  difficulty  that 
the  canner  faced  was  that  he  could  not  borrow  quite  enough  money 
to  pay  off  his  growers  and  pay  his  bills  for  the  1920  pack. 

Rq>resentative  Sumners.  If  he  had  been  able  to  Dorrow  enough 
iDoney— what  he  then  considered  to  be  enough  money — ^would  he 
then  have  increased  his  pack  above  what  his  piack  turned  out  to  be? 

Mr.  Strasbauoh.  I  think  he  would  have  packed  more  goods  tiiis 
jeir,  sir. 

Bepreswitative  Sumners.  What  effect  would  that  have  on  ccmdi* 
tions  with  the  canner  ? 

Mr.  Strasbauoh.  I  think  Uiat  would  have  the  effect  of  holding 
the  ma^et  very  mudi  more  steady  12  mcmUis  hence — ^within  the 
next  12  months. 

Bepresentative  Sumners.  Your  judgment  is  that  by  reason  of  in- 
ability to  pack  the  normal  amounts  there  will  be  a  j^reater  rise  in 
pnces  than  if  you  had  been  able  to  use  all  your  machinery  and  pack 
iH)nnaUy? 

Mr.  &[ra8baugh.  I  think  imdoubtedly  so.  I  think  a  number  of 
<:anner8  did  not  pack  this  jear,  because  they  could  not  arrange  their 
Alices.  And  another  thing,  there  is  a  lot  of  fruit  that  wilTnot  go 
into  the  cans  this  year,  because  of  the  frost  early  in  the  season  and 
Prions  freezes  throughout  the  country ;  that  is  true  in  this  section 
of  the  country,  and  I  think  California  also  was  affected  likewise. 

Senator  Lbnroot.  Let  me  see  if  I  understand  your  answer  to  Mr. 
Smnners.   You  say  if  there  had  been  a  larger  pack  last  year 

Mr.  Strasbauoh  (interposing).  I  understood  he  said  this  year. 

Bepresentative  Sumners.  No  ;  last  year. 
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Mr.  Strasbatpqh.  The  canner  did  not  feel  the  stress  of  moaey  so 
much  until  he  tried  to  pay  for  his  packing. 

Eepresentatiye  Sukkebs.  In  1^? 

Mr.  SmASfiAUGH.  In  1920. 

Representative  Sumnbrs.  By  reason  of  that  and  the  stringency  in 
the  money  market  you  were  not  able  to  put  in  the  full  pack  this 
year,  1921? 

Mr.  SiiiASBAi70H.  On  account  of  the  experience  of  last  year,  not 
being  able  to  sell  the  product,  and  not  bein^  able  to  borrow  enough 
money,  he  could  not  hold  this  product  and  borrow  money  to  finance 
tins  yMr's  padc. 

Representative  Milla.  And  that  is  the  reason  that  he  could  no4 
sen  last  yearns  pack? 

Mr.  Strasbatjgh.  Yes,  sir. 

Representative  Mnxs.  It  was  not  diortage  of  credit? 

Mr.  Strasbattoh.  Yes;  but  if  he  could  have  borrowed  money  and 
kept  his  product,  in  keeping  with  the  situation  that  he  had  to  face, 
he  could  have  packed. 

Senator  Lcnroot.  Do  I  understand  if  there  had  been  a  larger 

Sack  it  would  maintain  a  higher  level  of  prices;  is  that. what  I  un- 
erstood  you  to  say? 

Mr.  Strasbaitgh.  Well,  I  do  not  quite  understand  you  on  that, 
sir.    If  you  will  repeat  that,  please. 

Senator  Lenroot.  As  I  understood  your  answer  to  Mr.  Sumners 
you  stated  if  there  had  been  a  larger  PBck  this  year,  or  last  year, 
it  would  have  tended  to  maintain  a  higher  price,  or  stability  of 
price? 

Mr.  Strasbaugh.  Not  higher  price,  but  more  stability  in  price. 
I  referred  to  the  abnormal  prices  last  year.  For  instance,  we  packed 
the  normal  pack  last  year,  but  could  not  market  it. 

Senator  Dekroot.  I  understand. 

Mr.  SnuraAxroH.  I  meant  our  inability  to  pack  now.  We  are 
going  to  pack  probably  50  per  cent  or  60  per  cent  of  the  nonnal 
padc 

Senator  Lenroot.  When  do  you  begin  financing  for  this  year's 
pack? 

Mr.  SiRASBATJOH.  The  beginning  for  com  and  tomatoes  is  m 
August. 

Senator  Lcnroot.  This  month? 

Mr.  Strasbaugh.  Yes,  sir. 

Senator  Lenroot.  Do  I  understand  that  you  are  talking  about 
the  difficulty  of  financing  last  year  or  the  difficulty  of  financing 
now  ? 

Mr.  Strasbattoh.  I  am  talking  about  the  difficulty  of  financing 
now,  and  that  it  is  deterring  a  lot  of  canners  this  year,  because  tbej 
are  already  carrying  a  large  load. 

Representative  MnjiS.  Didnt  you  tell  me  you  had  pretty  well 
di^KNsed  of  stocks  and  liquidated  this  loss? 

Mr.  Strasbaugh.  In  the  last  60  days  probably  40  per  cent  of  that 
stock  has  been  disposed  of. 

Bepresentative  Mnxs.  You  could  get  all  the  money  you  wtnt 
now! 
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Mr.  SnAfiBAxroH.  Tee;  but  it  was  necMsary  to  tell  our  growers 
in  Febroary  and  March  what  we  could  do  in  order  to  grow  this 
crop. 

fiepreBentative  Miuls.  I  understand. 

Bepresentative  Ten  Etck.  In  other  words,  you  worked  about  six 
Bwntos  ahead? 

Mr.  SisASBATTOH.  Yes;  it  requires  the  time  to  grow  the  product 

The  Chaisman.  As  to  the  crop  marketed  throughout  tne  year,  is 
thtt  carried  by  the  wholesaler;  who  carries  the  pack  after  it  is 
packed,  the  canner  or  the  wholesaler} 

Mr.  Sukasbauoh.  That  varies  somewhat  every  year;  that  is,  it 
did  in  the  prewar  period,  sir.  Usually  the  wholesale  nooers  carried 
it,  but  in  the  last  six  months  or  a  year  the  tendency  of  the  wholesale 
grocers  has  been  to  let  the  canners  carry  all  the  product,  and  to  buy 
only  as  he  wants  it,  and  in  small  quantities,  which  is  contrary  to 
^the  custom  was  in  the  prewar  period,  when  the  grocer  was  able 
to  fioaooe  himself  properly.  In  those  cases  the  canner  would  usually 
sefl  all  his  pack  withm  90  days  after  it  was  produced,  and  a  good 
■any  sales  were  made  in  that  way. 

The  Ghaibicak.  It  was  sold  for  forward  delivery  t 

Mr.  SntASBAUOH*  A  great  many  canners  sdl  that  way;  sometiaieB 
%per  cent  of  it  is  sola  lor  forward  delivery,  sometimes  six  months 
prior  to  the  production  of  the  product 

Senator  I^ontoor.  When  the  canner  sells  his  product  to  the  whole- 
ftler,  does  that  protect  him  against  price  throughout  the  year,  as  a 
nle! 

Mr.  SntASBAUOH.  No,  sir;  there  has  been  very  little  of  that. 

Senator  Lbkboot.  I  understood  tihat  was  a  oommmi  practice. 

Mr.  Shasbauqh.  No,  sir.  It  might  be  with  a  few  corporations. 
I  dont  think  die  canners  in  the  &st  have  ever  done  that  to  any 
oteat 

Sttator  I^ontooT.  What  inducement  is  there  to  the  wholesaler  to 
mjof  a  year;  is  he  q>eculatingt 

Kr.SntASDAUcm.  To  a  certain  extent  business  is  more  or  lessspecu* 
htkm. 

Senator  Lbkboot.  I  am  not  speaking  of  it  in  that  line. 

Mr.  SntASBAUOH.  He  buys  for  a  certain  trade,  for  his  customers, 
frwn  year  to  year. 

Senator  LsmMxyr.  And  he  assumes  that  he  win  get  that  same  price 
it^endof  the  year  to  compensate  him  for  can^inff  it  overt 
.  w,  SrkABBAxmH.  He  assumes,  from  the  crop  out^k  and  his  own 
judgment,  that  he  had  better  buy.    And  if  he  considers  the  situation 
IS  such  that  he  had  better  buy  Ke  makes  his  contract  accordingly. 

The  canner,  on  the  other  hand,  agrees  to  teke  the  crop  from  a 
grower— for  example,  600  acres  or  1,000  acres— and  he  takes  all  the 
^Pwi  that  acreage,  whether  he  gete  a  half  yield  or  a  full  vield  or 
Mmmper  crop;  the  cannet  must  make  his  contract  to  take  tne  yield 
^^  entire  acreage,  and  the  canner  takes  that  chance. 

^^"Uitor  Lknboot.  He  sete  it  at  the  same  price! 

Mr.  Sthasbauoh.  At  the  same  price. 

^^■^1^  Gaffes.  Do  transportation  rates  figure  much  in  die  busi- 
nees! 

Ur.  SitASBAUGH.  Tremendously  so;  yes,  sir. 
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Senator  Caffer.  Is  there  muoh  complaint  now  by  tiie  canners  as  t 
the  transportation  rates? 

Mr.  Strasbaugh.  I  think  everybody  feels  that  we  are  i>ayi]ig  to 
much  for  transportation  rates  and  that  it  lessens  the  consumption  o 
<caimed  foods  in  distant  cities  that  much, 

Senator  Caffer.  I  understand  now  ^e  growers  are  receiving  les 
money  and  that  labor  has  been  reduced  to  some  extent  and  you  ai 
getting  a  lei^  price  from  the  wholesaler;  all  the  other  factors  in  tb 
canning  business  have  he&a  reduced  except  transportation  diarge 
which  are  the  highest  they  have  ever  been. 

Senator  Lenroot.  What  do  you  pay  for  labor? 

Mr.  Strasrauoh.  At  the  present  time,  as  I  said,  they  are  payii^ 
from  80  to  36  cents  an  hour. 

Senator  Ianroot.  What  was  it  before  the  war? 

Mr.  Strasbaugh.  From  18  to  20  cents — ^in  some  cases  16  cents — jui 
-for  ordinary  labor.  Now,  to  the  skilled  machinists  who  work  on  ti\ 
closing  machines  and  on  the  boilers  and  on  the  process  kettles  we  ^ 
2nore  man  that.  It  is  usually  $200  or  $800  for  a  season.  The  canim^ 
;season  lasts,  for  com  and  tomatoes^  about  six  weeks,  and  tiie  avera^ 
running  time  is  800  hours.  A  com  factory  is  not  run  more  ttian  30 
flours  a  year. 

Bepres^tative  Ten  Eyck.  What  other  things  do  you  manufactu^ 
in  them? 
'  Mf.  Strasbaugh.  Nothing. 

Bepresentative  Ten  Etgel.  In  the  meantime  does  the   factoi 
-close  down? 

Mr.  Sptrasbauoh.  A  com  factory  closes  down ;  a  "pea  factory  close 
xlown.  Of  course^  a  fruit  factory  catches  the  various  varieties  c 
iruit  in  a  season.  i 

Representative  Ten  Eyck.  Can  you  i^  the  varicms  pieces  of  m^ 
ichinery  on  the  canning  of  fruits? 

Mr.  Strasbaitoh.  les;  on  canning  fruit,  but  you  can  not  on  pei^ 
jand  tomatoes. 

The  Chairman.  You  do  use  part  of  the  same  machinery  on  corj 
that  you  do  on  peas,  do  you  not? 

Mr.  Strasbaugh.  Yes ;  if  you  have  a  corn  plant  and  a  pea  plai^ 
jadjoining,  the  closing  apparatus  could  be  slipped  and  used  frcHon  on 
plant  to  the  other. 

•.  The  Chairman.  They  have  a  plant  in  my  own  town  where  thel 
pack  both  peas  and  com,  and  my  opinion  is  they  use  a  great  deal  ol 
tnachinery  for  the  two  processes;  that  a  good  'deal  of  the  macbinerj 
is  the  same. 

Mr.  Strasbaugh.  What  commodities  f 

The  Chairmak.  Com  and  peaa 

Mr.  Strasbaugh.  I  do  not  know  what  machinery  would  be  th( 
same  on  com  and  peas  until  you  get  to  th^  closing  machine.  The  firs| 
inachine  is  the  separator  on  peas,  and  for  corn  it  is  the  com  buskers. 

The  Chairman.  Of  course  they  are  not  the  same. 

Mr.  Strasbaugh.  And  you  run  from  the  separators  to  the  graders 

The  Chairman.  But  for  the  canning  process  they  are  practicallj 
the  same? 

Mr.  Strasbaugh.  The  actual  cooking  process  is  the  same;  y€& 
But  there  are  very  few  canners  that  padt  both  com  and  pea$  in  the 
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same  hetoty.  They  h»¥^  aeparirt^  proeese  ketttea;  they  uratJly  have, 
on  account  of  the  ezpensQ  oi  convening  the  prod^et  to  the  kettle^r 
from  some  distant  pointy  whi<^  woftila  he  the  same  ae  you  iKx>uld  have 
lo  ship  the  product  from  oi^  place  to  another^ 

Senator  Lskbqot.  What  teiritory  will  a  factory  opverl 

Mr.  Steasbaugh.  So  far  as  the  raw  stock  is  concerned? 

Soiator  Lkbtioot.  Yes.  ' 

Mr.  Strasbaugh.  The  average  corn  factory  will  probably  have 
corn  hauled  within  a  radius  ot&  miles.  A  pea  factory  may  some- 
times have  peas  come  for  10  or  20  miles,  where  they  hull  the  peas, 
md  ship  the  shelled  peas  for  10  or  20  mUes  to  the  cans. 

Senator  Ijekroot.  Is  railroad  transportation  ever  used  in  shipping 
the  oroduct  to  the  factory? 

Mi.  Strasbaugh.  Not  peas  or  com,  because  they  would  heat  in 
transit,  and  would  spoil.  Tomatoes  are  sometimes  shipped  by  rail 
or  boat  to  the  canning  factories.  Georgia  peaches  are  sometimes 
dupped  fr6m  Greorgia  to  Baltimore,  and  are  canned  there.  Also 
m&e  few  pineapples  are  canned  in  Baltimore. 

Senator  LfiKBOOT.  Your  cmielusion  ib  that  we  can  not  find  anything 
wrong  in  the  business  from  the  standpoint  of  the  producer  or 
consumer? 

Mr.  Stbasbaugh*  There  is  absolutely  nothing  wrong  except  the 
tbnonnal  conditions  that  prevail.  Give  us  prewar  conditions — let 
competition  prevail  in  the  distribution,  and  give  us  sufficient  money 
to  run  our  business  conservatively,  and  we  will  function  just  the 
nme  as  we  did  formerly  and  serve  the  consumer  just  as  well,  and 
I  hope  better,  than  before. 

Senator  Capper.  And  you  need  lower  transportation? 

Mr.  Strasbaugh.  We  do,  and  to  get  a  fair  price  for  our  canned 
iCoods.  When  canned  foods  get  beyond  a  certain  price  per  can 
8Mne  people  do  not  purchase  the  product  as  freelv  as  if  they  were 
» cent  or  two  lower  per  can.  And  a  change  in  the  freight  rate  would 
tend  to  lower  the  prices. 

Senator  Lenboot.  Do  you  believe  that  transportation  rates  should 
I»  reduced? 

Mr.  Strasbaugh.  I  can  not  for  the  life  of  me  understand  why 
transportation  rates  should  be  the  exception  in  not  being  reduced; 
if  ererythmg  else  is  to  be  reduced,  why  not  transportation  rates? 

S^aior  Lenroot.  We  will  all  agree  on  that.  But  can  you  suggest 
how  it  can  be  brought  about,  and  why  it  should  be  done  ? 

Mr.  Strasbaugh.  Well,  sir;  we  have  a  tremendous  problem  on  our 
t&nds,  how  to  lower  the  price  of  our  product,  canned  goods.  I  would 
be  afraid  to  undertake  to  tell  the  railroads  how  to  reduce  their  rates. 

Bepresentfttive  Ten  Eyck.  Do  you  think  the  railroads  are  having 
*6  much  trouble  as  you  are? 

Mr.  Strasbaugh.  I  thinlf  they  have.  tep.  times  as  much. 

Senator  Lenboot.  The  point  1  was  getting  at — ^ — 

Mr.  Strasbaugh  (interposing) .  I  am  thankful  the  canners  are  not 
»s  bad  off  as  the  railroads  are. 

The  Chairman.  If  there  is  nothing  further  you  want  to  suggest, 
we  are  very  much  obliged  to  you. 

.  Mr.  Strasbaugh.  I  thank  you  very  much,  gentlemen,  and  if  there 
is.  anything  further  you  wish  at  any  time  I  would  be  very  glad  to 
give  it  to  you. 
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The  Chaibmak.  What  we  would  like  to  get  is  the  price  paid  b] 
the  caimets  to  the  producer  for  the  raw  product,  and  the  price  re 
ceived  by  the  canner,  and  the  intermediate  costs ;  and  if  you  can  giTi 
us  the  price  received  by  the  wholesaler  and  the  retailer,  we  will  hi 
very  glad  to  have  that  too,  covmng  1918-1920,  and  the  preeeni 
situation. 

Mr.  Strasbaugh.  The  price  paid  for  the  raw  product  to  the  grower 
and  the  price  received  by  the  canner  f 

The  Chairman.  Yes;  and  all  the  intermediate  costs,  labor,  over 
head,  etc. 

Mr.  Strasbauoh.  In  other  wor<h,  you  want  the  caimers'  cost  oi 
packing? 

The  Chairman.  Yes;  and  the  price  of  the  wholesaler  and  w 
tailer,  too. 

Mr.  Strasbauoh.  That,  I  am  afraid,  I  can  not  furnish  you;  I 
haven't  any  records  about  that.   You  want  1918 1 

The  Chairman.  Yes;  and  1920,  and  the  present  situation;  if  yoi 
can  ffive  it  for  1921, 1  would  like  to  have  it. 

(The  information  requested  was  furnished  by  Mr.  Strasbaugh,  and 
is  printed  in  full,  as  follows :) 

In  submitting  these  estimated  costs,  please  note  variation  in  selling  prices,  ai 
tbere  is  always  more  or  less  fluctnation  in  marlcet  Range  of  prices  has  beei 
mnch  more  extreme  daring  the  abnormal  period  during  and  since  the  Worli 
War.  The  prewar  period  prices  for  canned  foods  were  much  more  stabl^ 
fluctuation  not  nearly  so  violent  and  prices  paid  the  growers  and  orchardmen  fol 
fruits  and  vegetables  for  canning  purposes  were  much  less  variable. 

The  price  paid  to  growers  in  1918  for  sugar  com  was  $0  per  ton  and  see^ 
fumi^ed  free  by  the  canner.  In  1920  the  canner  paid  $20  to  $25  per  toi 
and  free  seed.  This  price  range  is  always  arrived  at  between  canner  and  growei 
in  view  of  prices  of  other  farm  products  produced  by  growers,  such  as  ha^ 
grain,  potatoes,  etc. 

The  canning  industry  of  the  United  States  produces  5,000,000,000  cans  oi 
foods,  value  $500,000,000,  annually,  paclced  in  about  4/MO  factories,  owned  b] 
about  8,000  individuals,  located  in  every  State  and  Territory  of  the  Unitd 
States,  from  Porto  Rico  to  the  upper  point  of  Alaska  and  also  in  HawaiL 

Canadian  canners  draw  much  of  their  supplies  from  the  United  States. 

The  only  authentic  list  of  canners  published  in  the  United  States  is  that 
publisbed  by  the  National  Canners  Association  in  their  Canners'  Directory. 

These  canners  use  5,000,000,000  cans  of  all  sixes  from  the  baby  condensed  mill 
to  the  5-gaUon  cans  holding  products  to  be  recanned  and  bottled  later  in  the 
season.    The  average  price  of  cans  is  $80  per  thousand. 

Over  200,000,000  boxes  or  cases  are  used  as  containers  for  these  cans  when 
fUled. 

Over  5,000,000,000  labels  are  used  by  the  canners  of  the  United  States. 

In  the  com  pack  alone  there  are  over  6,000,000  pounds  of  sugar  used  annually. 
Canners  of  peas  and  baked  beans  use  approximately  6,500,000  pounds  of  sugar; 
and  in  fruits,  JeUies,  and  Jams  the  amount  of  granlated  sugar  used  will  run  intc 
immense  figures.  One-half  million  barrels  of  sugar  wUl  hardly  supfdy  tbe 
canners*  wants.  (The  canner  lost  heavily  last  season  on  account  of  the  de- 
cline in  sugar  from  22^  to  90  cents  per  pound  to  6  to  7  cents  per  pound  as  at 
present) 

Salt  is  also  used  in  large  quantities,  nearly  as  much  as  sugar. 

Glass  Jars  and  bottles  are  used,  also  millions  of  pounds  of  nails. 

Cannery  equipment  will  run  into  hundreds  of  millions.  Wages  paid  out  by 
canners  can  be  figured  in  millions. 

The  laboring  man,  or  the  man  who  labors,  or  rather  the  man  who  wishes  to 
earn  money  by  laboring  can  ill  afford  to  condemn  or  disai^rove  of  the  cannini 
industry.  The  consumer  who  studies  economy  and  convenience  and  healtb 
products  can  not  aflCord  to  overlook  the  contents  of  the  henneticaUy  sealed  can 
which  had  been  sterilized  b|r  heat 
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The  canner  and  the  ftmner  are  almost  imqiMinible;  it  Is  dlflkmlt  to  say  where 
one  ietfes  off  and  the  other  begins.  The  same  laws  and  regalationg  shouid  be 
framed  to  apply  to  one  as  they  govern  the  other.  Therefore,  any  regulation 
gnhting  privileges  to  the  farmer  and  withholding  like  privileges  to  the  canner 
is  detrimental  to  the  farmer  eventually,  because  the  canner's  losses  are  re- 
flected eventually  to  the  farmer,  as  he  sells  the  bulk  of  his  product  in  many 
States  to  the  cann^.  The  farmer,  assisted  by  nature,  produces ;  the  canner, 
ODce  ranoTed  from  nature,  preserves  the  farm  product  li^  artificial  heat  so  that 
it  may  remain  on  the  pantry  shelf  until  the  requirements  of  the  housewife  may 
demand  its  use.  Canned  foods,  hermetically  sealed  and  scientifically  prepared, 
will  keep  for  generations. 

It  has  beai  estimated  that  ttiere  is  invested  in  canneries  and  canning-ma- 
diloery  plants  over  a  half  billion  dollars.  It  Is  also  estimated,  and  the  figures 
are  approximately  correct,  that  the  shrinkage  in  cannery  products  alone,  super- 
induced by  deflation,  indicate  a  loss  to  the  canner  aggregating  from  $100,000,000 
to  $200,000,000  in  the  last  12  months.  Depreciation  of  cnnneHea  and  plants  mak- 
tos  canning-house  machinery  can  be  conservatively  put  at  50  per  cent  less  than 
Ttinatlon  of  a  year  ago,  and  pos^bly  in  some  cases  depreciation  of  75  per  cent 
woaU  not  be  an  extreme  estimate. 

Tbecanners  were  sorely  tried  and  met  with  heavy  financial  losses  on  account 
of  the  inability  of  the  wholesale  grocer  to  function  properly  on  account  of  losses 
iB  aigar  on  account  of  the  collapse  in  sugar  prices  in  the  early  stages  of  the 
deflation  period,  and  on  account  of  enforced  deflation  the  canner  could  not 
Barket  his  normal  pack  of  1920  except  at  demoralized  prices,  80  and  40  per  cent 
below  cost,  largely  on  account  of  the  grocer's  credit  being  restricted  as  well  as 
tfee  eanner*s. 

la  ld20  the  canner  found  his  costs  at  peak  prices  on  account  of  the  situation 
ase^lained.  The  canners  were  unable  to  pay  growers  ofttlmes  their  labor,  as 
veil  as  their  can  and  supply  bills,  according  to  usual  custom.  The  canner  was 
timost  invariably  told  by  his  banker  that  it  was  impossible  to  obtain  sufficient 
nwney  to  take  care  of  his  requirements  even  at  any  rate  of  interest  There  were 
Bany  cases  when  canners  could  not  obtain  loans  when  their  warehouse  stocks 
BKve  than  justified  double  the  amount  sought  In  addition  to  this,  frequently 
^  canneries  and  the  machinery  were  unencumbered,  but  this  did  not  aid  the 
camier  in  securing  the  loan  required  by  the  necessity  of  the  situation. 

Ttiere  were  cases,  in  fact,  at  one  time  when  Liberty  bonds  were  offered  in 
tiii'aixed  amounts  as  collateral,  and  even  with  such  security  the  canner  was 
*ibte  to  borrow  sufficient  to  meet  his  requirements. 

"Rds  explains  the  selling  of  canned  foods  in  many  cases  from  $1  to  |3  and  $4 
P^  case  less  than  1920  paddng  costs  in  many  instances.  The  consumer  was 
'Waed  to  be  benfited  by  these  temporary  declines,  but  in  the  majority  of  cases 
^iKre  was  quite  a  stretch  between  the  cannel>'s  price  and  the  consumer's  price  on 
^cmnt  of  violent  fiuctuations  and  forced  sales  by  canners  in  order  to  obtain 
nffident  money  to  meet  incoming  bills  overdue. 

Notwithstanding  this  situation,  on  account  of  increased  freight  rates  begin- 
^  in  S^temt)^,  1920,  tin  cans  were  listed  during  the  first  quarter  of  1921  at 
prices  hi^r  than  in  1920,  and  even  at  priceB  higher  than  were  quoted  at  any 
time  daring  the  war  period.  Cans  were  never  advanced  in  price  during  the  war 
P^od  in  keeping  with  the  advances  in  the  price  of  labor  which  is  necessary  in 
P^ndng  1  ton  of  steel.  The  cost  of  labor  required  to  produce  1  ton  of  steel  in 
^  prewar  period,  we  are  told,  was  about  $14.  This  labor  was  advanced  to  as 
^as  140 per  ton  of  ste^  befOre  the  period  of  reduction. 

No.  2  cans  sold  during  the  prewar  period  for  about  $14.75  per  thousand ;  they 
idranced  to  about  $25  per  thousand  prior  to  September,  1920,  and  since  that  time 
to  January  1  and  during  the  first  few  months  of  1921  the  price  for  No.  2  cans 
niled  at  about  |26w75  per  thousand.  If  cans  had  advanced  in  proportion  to 
Jjl^,  ttey  would  have  advanced  to  $40  per  thousand,  but  such  was  not  the  case. 
Iberefore,  it  was  not  to  be  reasonably  expected  that  cans  could  decline  in  keeping 
^&  the  decline  in  labor  and  other  conunodities. 

^ight  cars  are  employed  from  time  to  time  in  the  various  movements  of  iron 
ore  from  the  mUl,  coal,  coke,  and  the  various  shipments  of  the  intermediary 
P^oetB,  hiduding  tin  cans  to  the  canner's  factory.  High  railroad  wages, 
^*>^^ore,  compelled  hi^  prices  for  canned  products.  Changed  classification  of 
^^SBfiA  foods  has  always  tended  to  increase  the  prices  of  canned  foods  to  the 
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ultimate  consumer;  Tlie  reeent  advance  in  canned  foods  toward  a  nearer  fiinm 
to  r^lacement  values  is  on  account  of  canners  having  satisfied  claims  againsl 
them  of  various  kind  hut  at  terrifflc  losses,  and  now  since  such  indehtednesg  hsi 
be^n  liquidated  there  is  an  advance  in  prices,  though  by  no  means  near  eqiiaj 
to  1920  costs  for  most  canned  commodities,  and  in  many  cases  not  yet  near  tbn 
1921  replacement  estimated  costs. 

This  condition  of  low  maricet  was  evidently  the  result  of  deflation  and  not  th4 
result  of  oversupply  .  had  conditions  throughout  the  United  States  continuef 
normal  This  has  been  proved  by  the  later  rally  in  canned-foo^  prices  toward 
replacement  values.  These  fluctuations  brought  about  in  this  way  will  shoiit 
you  that  It  is  impossible  to  follow  the  average  shipments  of  canned  foods  fron 
the  canner  to  the  consumer.  These  fluctuations  naturally  compelled  losses  t< 
tlie  distributors  and  the  variation  of  percentage's  in  selling  price  above  an^ 
below  cost  while  these  sacrifice  foods  were  being  distributed  to  the  consumer. 

It  is  easy  to  imagine,  however,  that  retailers  are  basing  their  present  price 
on  to-day's  higher  marlcet  for  fear  of  their  inability  to  replace  present  hoiding 
even  at  present  below  1921  costs.  I  do  not  suggest  this  in  any  way  of  critidsi^ 
of  the  distributor.  He  is  only  one  of  the  more  or  less  affected  either  advan 
tageously  or  otherwise  by  deflation  and  tight  money. 

D^ation  brought  losses  to  those  who  needed  to  borrow,  but  deflation  di< 
not  affect  the  canner  or  distributor  who  did  not  have  to  sell  or  borrow  in  orde 
to  obtain  immediate  funds  for  inmiediate  requir^nents,  and  in  addition  t| 
this,  the  few  who  had  reserve  funds  or  were  favored  with  ample  loans  c\ 
credit  or  who  stood  close  to  able  flnanciers  were  in  position  to  profit  by  th 
situation  by  buying  the  canners*  products  far  below  cost,  with  every  reason 
able  assurance  that  everything  must  sooner  or  later  return  to  normal  bas^ 
and  believing  that  no  product  could  long  oontinde  to  sell  below  cost  of  pre 
duction.  It  might  also  have  been  conjectured  that  the  canner's  financial  posj 
tiOn  would  not  permit  him  to  pack  more  than  half  the  normal  supply  in  tJi 
season  of  1921,  and  this  would  be  productive  of  high  speculative  prices  oa 
account  of  scarcity  superinduced  by  the  proev>ective  short  pack  of  1921. 

The  only  recommendation  that  I  would  make  is  that  the  canner  be  gofs 
erned  by  the  same  laws  as  obtained  by  the  farmer,  for  the  canner  and  ftaurme 
are  closely  allied ;  the  same  consideratioa  should  be  giv^i  the  canner  as  th 
farmer  in  regard  to  loans  of  credit ;  that  is,  ample  loans  based  on  the  canner' 
total  assets,  so  that  he  may  be  able  to  produce  at  a  reasonable  profit  and  ma 
be  unhampered  by  tight  money,  whidi  means  forced  sales  frequently  far  b^oi 
cost. 

I  would  also  recommend  encouragem^it  of  unhampered  competition  amonj 
distributors  so  that  violent  fiuctuations  will  be  superseded  by  the  law  of  suppl] 
and  demand.  If  this  is  done,  in  a  few  years  the  canning  industry  will  agaij 
regain  the  foothold  and  will  again  occupy  a  prominent  position  in  a  lard 
share  of  the  production  of  foods  for  the  consumers'  use. 
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Cans  (uid  cases  -^.^ »-»..^.  $0. 46 

Raw   corn .  27 

Labor .  14 

MisoellaBeous  supplies — ^labels,  sa« 

gar,  seed,  fueL  etc ,^ .0425 

Maintenance  and  repairs,  and  de- 

?reclatlon  on  plant .  02 

erest •  .  08 

Leaks  and  swells-.*.^ — 4 — .^-..—  .01 

insurance , — ^-i — , .  0125 


Taxes 


$0.  006  I 


General  expense .01 

Brokerage .03 

OfQce  expense  and  salaries .  05 

Freight  and  express .0225 

Sanitary  machine  lease .  0051 

Per  case 1.00761 

P^r  dozen  ^ —^ .5487| 


Cost  of  packing,  1918,  Townfsnd,  S0»54875  per  dosen. 
Selling  price  in  1918  ranged  from  66  to  721  cents  per  dosen. 
Paid  growers  for  raw  com,  season  of  1918,  $9  per  ton,  delivered  fftctory. 
Seed  corn  was  famished  growers  by  oamnenr  free  of  expense  to  grower,  hi  aMttlon  t> 
ahore  prices  paid  for  raw  corn. 
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0233 
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t»2 
0078 
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.1001 

,9m 

.0074 
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.0I« 

.Q4M 
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M^oon 
Towo 


;m5 


.ouo 

^0600 
.0010 
.0tf7 


Brakeraf e  (estUntted) 


i.a7ao 


Uber  slilpylmi  (emmiM). 


.0076 


tlM6 


/TbnieB<])eMMtor]r:Oostofptu,_,,  . 
^'^S*  ^  ^^  ^'  delivered  at  factory;  sold  SO 


«B>eroeSS9moocn  stWolmU  to  n  per  dOioSr^ 


.      .. «9>eroeiit'Ofiraooonist90oeiit«tonper^. 


Seed'enirirM fiunislied  growers  by'eaiiiier  ftw oTnqpNBdse  to-grewer  ittttdmSon  uTa^Svepitoei  piU 


Arnvoom. 


Cut.. 


S$Hmated'cd$t  of^piUfHnQ'eomff>r'9€aMon  199i, 


10.  8276 
.06T1 


Taxes •• -, SO.  0033 

N.C.Jl.llispectlOliaiidad1rertlstas.      .0060 


Itw  stock — ™-r,Jl.V^„;      ,  2761      Aberdeen  office  ei^peoae — ,, 


■uiceiitneotto  ooppiioe -—      .  007«             '    ^Ibtal  (per  dosen)' 1  1.  ItfiO 

gUnteiiaiico  antf  repairs 0282  Brokerage  (estimated).^ .OMO 

2«V;;;i"^Tr ^ 'SSZ?  Discount  (eatluMitedJ ^  .oliSO 

ggmd  salt . .^ .0287  ,  Labbr'ShH^ptnr?e«ttyafcd):.^L„  -  >io76 

SSiws^bSS^M  for  Iflliai  rtf*  cbrJ/l^pcr'i^,  d^TclhH^  iit  fkctory. 

«(d  com  farnuhed  growers  byjttqpsr  fne  g)I.M9fnae  ;to  -grof^^r  Injawtlof.  t*  liWfPO 

ftowtrd  _ 
I'rienafe 

Sou^r  LdBKlBOor.  I  tiroitld  like  to  ask  you  one  Dtie0tibn.  ^Gan  70a 
^  in  what  proporticm  of*  tl»  p^odubt  is  sdcumdTthitmgb  cotitrMts 
with  the  growers  befoi«phmtingf  < 

Mr.  SraASBA^R.  In  tih^  pr«^ar  mriod  I  wouH  say  cdrtaifily 
thice-fourths;  in  the 'present  peoriod,  thlif  yiAr,  I  would  say  leas  than 
one-fourth. 

Seaator  Lenuoot.  That  is  becauser  o<  the  cann^  being  unwillii^  to 
D»ketheoonti<act? 

Mr.  SnusftAUOH.  I  would  not  say  unwiHing. 

Senator  Lbkbooi?.  Not  ablfe  to. 

Mr.  Strasbaijoh.  I  lirouM  say  his  inability. 

Senator  Lbnroot.  Not  on  acbomit  of  the  growei*'s  unwillingness  to 
DuJceitif  hecould? 

Mr.  Strasbatt^h.  The  canher  could  not  see  how  he  oould  contract 
»t  a  price  that  would  pay  the  grower  even  cost  for  his  raw  products 
tkis  year  and  produce  enough  to  get  out  whole  on  it,  and  for  that 
rewon  the  canner  withheld. 

Bepresentative  Ten  Eyok.  That  was  in  January  and  February! 

Mr.  Stkabbaugh.  Yes,  sir;  and  March, 
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STATEMEHT  OF  ME.  0.  T.  FAWCBXT,  OF  OHICAaO,  ILL.,  FHITAII^ 
DTO  TO  THE  SHEEP  AHS  WOOL  IHBTTSTBT  OF  THE  TmiEi 
STATES. 

Hr.  FAWcrrT.  Mr.  Chairmftn,  and  gentleintfi,  I  am  appearini;  a 
director  of  wool  marketing  of  the  American  Farm  Bureau  FeSni- 
tion,  and  assistant  general  manager  of  the  National  Wool  Ward 
House  &  Storage  Co.  j  a  grtmenT  wool  marketing  agency,  and  % 
firmer  and  woolgrower  in  a  anall  way  in  Iowa. 
;  It  must  be  eyictent  that  the  live-stook  industry  in  the  U^ted  State 
IS  in  a  critical  ccmdition,  or  this  epmmission  would  not  have  been 
rcreated.  ^And  I  am  very  sure  that:if  any  doubt  was  in  the  mind  of  I 
rianjr  member  of  this  commission  as  to  the  critical;  eoQditionthtbogh 
which  the  liye-istock  industry  is  passing  3>t  the  present  timci  sa^ 
•ficient  evidence  has  been  presented  to  dispel- anj  such  ideas. 

It  is  needless  to  say  that  the  eyes  of  the  agricultural  industry  vm 
'6tL  Ox^  r^sfults  of  this  commis&m,  and^  Mr.  Cnainnan,  I  am  ^m^w 
present  some  statistics  and  some  Agures  that  I  wish  to  read  into  tll| 
.record*    Will  that  be  satisfactory! 

The  Chairman.  Yes,  sir. 

Mr.  Fawcbft*  It  WQuld  be  appi^ated  if  the  commission  would 
feel  free  to  interrupt  me  at  any  time  and  ask  questions  upon  anj 
subject  presented^  as  it.  is  a  failing  of  mine  (or  an  inabilitv)  to 
make  matters  clear;  aiid  in, p^t^sentin^  the  iew  ideasi  that  will  bi, 
included  here,  our  purpose  and  object  is  to  present  accurate  figure! 
and  statistics  that  will  oe  of  value  and  a  guide  to  tiie  commission  in 
its  deliberations.* 

The  Chaibkak.  Are  you  going  to  deal  with  the  wool*pooliiig 
corporations? 

Mr.  Fawoeit.  That  is  one  of  the  points  I  was  going  to  tou<& 
upon,  yes,  sir^  not  an  to  wool,  but  (he  sheep  industry  as  a.wliole, 
and-  what' we -have  to  say  will  not  be  lengthy. 

While  the  same  amditionfl  exist  to  «  degree  in  all  braBches  of 
the  live-stock  indnstr^,  and  a  describtioDi  of  one  coyerji  largely  condi- 
tions of  all  other  lines^  there  is  a  dinefent  angle  to  each  and  to  sebtire 
a  ;&iir  idea  of  the  j)in8ent, condition  oif  the  meep  and  wool  industry 
and  wherein  it  differs*  from  qtbdr  lines  of  liye  stock,  a  bri^f  review 
of  conditions  dating  back  to  the  war  i^  neeesaary* 

.Wool  ocenpiea  a  imiqiie  pois^tioa.as  eom^red  with  other -agricul- 
torad  products  in>  that,  our  anmutl  prodny^coi  is  around  300,000^ 
pounds,  or  approximately  50  per  cent  of  our  consumption.  And  wool 
lapraetieally  theonly  agricultural  commodity  that  is  not  exportable. 

We  produce  near  one-tenth  the  world's  supply  and  conpume  one- 
fifth,  therefore,  we  are  dependept  each  year  upon  foreign  production 
for  the  equivalent  of  our  production^*  Unfortunately  for  the  wool- 
growers  our  industry  ooeupies  4  unique  position  in  another  respect 
in  that  pur  product,  wool,  being  one  of  the  most  needed  comnaodities 
in  the  proper  equipment  of  an  army,  was  commandeered  by  our 
iGlovemment  in  the  spring  of  1918,  not  at  the  then  prevailing  market 
value,  but  the  value  as  of  July  1,,  1917,;  aoid  the,  woolgrower  was 
denied  the  increase  in  value  of  his  wmmodity  caused  by  the^  war- 
time conditions  that  was  enjoyed  by  practically  every  other  industry^ 

Senator  LpNi^oor.  What  was  that  pirice?  ^  ,      . 
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■   Mr.  lAWOMtT*  The  price  fttrwhkk  tke  Gbmnment  i6ok  it  orert 
Approximately  39^  jpief  cent  awet  tke.prawmr  prioei. 

»9iutQr  Iamboot.  Woticl  Tou  ffi^^  the  prioesi 
H  Mr.  FAWi9BC^.:0n  a«acter-blMd  ^ombuu^a  reogeof  60  or  65 
cents^  aocordiiig  to  tfte<  riwrinkiige  thenwf ,  and  on  threeteighths 
coiribiDg  65  to  70  cents.  ...     :     i  ,        .     .  •    , : 

There  are  app^!i»jQaM4el)r.81>gi»dte!ei^^^^  it      ' 

Senator  Lenboot.  Was  or  not  that  a  pretty  Hig  ipriee}*  ^       •  i 
Mr.  Fawgeit.  Yes,  sir.    Appi^p»iMi|elJr /Bl^^per^  cent  omsr  prewar 
jwisea.  v;'ft.  ^  *!  )f:  •-  -di,-     ■'];••..:"'  •'  .^'■-    '^^'^  .t-.  :   .v    • 
Senator  Lenboot.  You  are  criticizing  the  Government  for  thepricf^ 

Senator  Lenboot.  Perhaps  I  misunderstoKM,yottr.stotenents/ 

Mr^^  fAwmmn  I  am  simply  atalkig  the  ^position  the-  v)ool  industry 
oecupieSj  compared  with  other  agricultural. coiom!Oditie&  .  The.com- 
|iii«ii>]dcatoriadilfitrth.    '      '.  *i  '  .     -.  '  *  '     •;.>-./»/•(    ,  ;   . . , 
•  TheCHATBKANi.  Hbw  loBg  W|a8  this.  petoe*  OQiitroI  maifttuBed  t: 

Mr.FAWGETT.  How,  long  wai^tbe  price  coB>tPOl  raaintained  t 

The  Chatbman.  Yes.        .      'm         ,>,:."  .•    ' 

H^  Mr.  Fawcgbot.  Until  the  fall; that  the^ajrmistioe  wasaigBed-^bout 
November  11.  The  War  Industrie^:  Board  went  out -of  taistenee  on 
Jimutry  1  l^lowiB^  the  aclnirtieeb      ,  -  ■  ^     ^     ■  'f 

'  Be^res^tative  SjMjfsm.  Whw  the  eonttol  board  went  out  of 
f^peration  wekB  you  left  ^ith  a  coasideiUde  Irtbckof  wool  on  hand? 
^  Hr^ FAwomr^,  Yjea^.sir.    The  Gosiemmant  hi^d  on handat  the  date 
of  sigaiog  the  armistice  ^pnvdiaately  tf  Oi^9QO,000  poumls  lol  im- 
ported wool&     •     .  ,  :  .:  .  .     '•..•-.      , 

Braresentative  jSvwKnvu  Vo ;  that  was  not  my  question.  .  Yoneaid 
A> G»verimienfe^fOTWhndeto»d-thtsyfweal.  Do  von  mean  that  it  took 
th«vool  that  you  pl^uced  i^  to  the  time  that  tbe  ooojtrol  board  went 
out  of  operaticm  in  January  t  •:    - 

Mr.  Tfjkimm,.  It  took  the  one  crop^  the.spring-clip.of  191&  That 
Wall;  just  the  1918  clip.    '  t     .  .  .     , 

i^re^entatiyia  Tbk  ^tcm.  Yoju^pokejol  haTin^  on  hand  ^ool>that 
tikeGo?9rpqai^tfi9q;KHft^  Ittdrtiie  Gofremment  mnportwoolto  this 
^ioantry  for  itsuaet  .       ■    ^  .      : 

Mr.FAWc9VT«  :TrcniAtidoii»quantitie&  \  jj     <•     -.    . 

Itepfedtotatiw  Tbn.  Btc«.  Uid  k  itappwi  metre  thaa  it  (needed? 

Mr.  FAwaatT..Yes,sir*.-'      ■'•     i-.j.u^    ^    '^    ... 

Bepreeentatiye  Ten  Eyoft^  Did  it  import  moce  than  its  usual  im- 
portation of  wool?  i  .  ".i  :.:  ..     •    '       t:  . 

Mr.  Fawcbtt^.  A  great  deal,    i 

Representative  TtoN  EtiOKx  AndJt.  left  that  irtdck.of  wo6l  in  the 
country  after  the  war.  wa»  over?    i''     ..    .     >.  ,.  . 

Mr.  FAwcwT,-Y^sir;  a^bproiatatotely^  450^00^000  pounds. 

The  Chairman.  What  dia  you  say — 33^  per  .cent  oyer  the  prewar 
price?  ',..'....  i  ■•    . 

Mr.  Fawcett.  Previous  to  our  entering  the  war..    ; :    . 

The  CjaJAjtolAKf '  Rhei  wsed  in  prewar  price  to  tW  ? 

Mr.  Fawcett.  Yes,  sir.  The  1917  price  was  approximately  18  per 
^nt  less  than  the  price  at  which  the  Government  took  over  the 
^^^inesticelip  in  April,  1918^  and  previous  to  that  the  same  grades  of 
wool  that  I  have  been  quotixig  were  selling  around  44  cents  up  to  50. 
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Senfttc^  licmtDoor.  You  sa.^^aliU0/pl«war  pridet  anfincreiugb  <fl  '33^ 
per  cent.   Now  yon  say  previoiis<i6  eoBunmdeerii]^. 

Mr.  Fawcett.  Previotisto  birr 'entemg^  the  ^aF. 

Senator  Imsaoar.  Not  pniYioiis  to  onA*  eommtedeering;  th«t  u 
it  was  raenrious  but  not  imniediately  preenont  f      ' 

Mr.  Fawobit.  When  I  say ■     • 

Senator  liBNsooT.  When' did  thQj^«ommaiid€m>it4 

Mr.  Faw<^ket«Ib  April.    -  '■  .     *  /     i 

Senntor  LimtooT*.  Of  what  yiiarf 

Ut.  Fawcttt.  Of  1918,  and  set  the  values  at  the  July  1,  1911 
'pnoe^  *    •  *      ■ '  '-  ' 

The  Ohaibmak^  The  yalues  on  July  1,  1917,  were  evidently  ver 
much  higher  than  they  were  July  1, 1918^  If  14^  akid  19101 

Mr.  Fawckvt.  Yes,  iir« 

The  CJHATBiff A3f .  I  iboiild  say  approximately  100  to  185  per  OMit 

Mr,  Fawcbtt.  Nob  si|r«' 

The  Chairmak.  On  the  basis  oftbe  1913  produists.tfce^lat^^'  hal 
of  1917  tfaet^  was«n  increase  in  the'pfi(%  t(>^I' can'ndt  grve^yoti  th 
absolute  pricea    of  175  per  eent^  baised  on  1913 1 

Mr.  Fawcett,  May  I  ask  your  authority} 

The  Chaxruak.  I  preauBi^  these'  are  the  figures  taken  from  th< 
Bureau  of  Labor  Stiitntios  index. 

Mr.  Fawcett.  My  opinion,  representing  the  woolgrowers  seUini 
ageney  who  last  jkM  falmdlm  Approximately  one-tenth  of  the  iota 
domestic  production,  isi)idMd  on  sales  rather  than  statistics,  sales  oi 
similar'  grades  of  wdol  we  have'  haoidled  in  yiears  past;  but  in  making 
the  domparison  of  vahi^  at  2$i  p«t  eent  tibe  basis  of  estiii&ate  was  pre 
yious  to  our  entering  the  war,  or  previous  to  July  1, 1917. 

Senaior  ladmHyr.  That  was  not  a  laormal  sittiatioti.  Yo«i  muai 
admit  the'  pneea  pr^vicms  to-  our  entering  r^ie  wai<  were  eompai« 
tivdy  higher  Chan  BONial'l  :    ;  . 

Mr.  Fawcett.  Yes,  sir;  relatively  high. 

Repite^htiitive' Stnhnttui'  Can  yc^  put  in  atiy*  figures  for  1^131 
They  wiU  speak  for  themselves.  ./!>-:     t  ^  +       : 

Sfr.  FAWK»n.  L  h«iEi^'  a  tidUe  here  btit  it'  does  not  go  baiA:  that 
^ar.  'Howe\«r,  the  tomseot'infirkst  valiie  is  about  75  per  eent  of  th^ 
prewar  average;  and  when  I  say  prewar  in  this  case,  I  mean  before 
the  World  War.  Quoting  froaA  sales  nuide  by  National  Wool  Wa^^ 
house  A  Storage  Coi,  quarter^blciod  <yf  the  1913  dip  was  selling  Janu- 
ary, 1914,  at  2^  cents  per  pound.  The  same  grade  to->day  hte  a  value 
of  about  19  €ent6  and  IS  now  selling  kt  that 

Senator  Lenboot.  It  is  hot  quite  fair  to  use  the  prewar  basis  in 
one  case,  and  prewar-  ip  another  case  ineaning  another  thing,  is  it! 

Mr.  Fawcetti  I  grant  you  that  statement,  and  we  do  not  have  any 
desire  in  the  presentation  of  this  brief  to  have  a  double  meaning 
or  misstate  the  faets,  which  I  think  will  be  demonstrated  before  we 
finish  this  statement. 

The  Chairmak.  You  mean  then  the  wool  price  to-day  is  below  the 
wool  price  in  19181 

i&.  FAWGEfiT.  You  are  sii^iing  out  a  year  whidi  is  below. 

The  Chaihmtan.  I  say  1913,  1914  or  1915? 

Mr.  Fawcett.  Yea 

The  Chairman.  I  would  be  very  glad  if  you  would  produce  any 
figures  which  will  show  that.    You  need  not  do  it  now.    Admitting 
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whit  joQ  Bay  is  irm  as  to  purchasing  T&liie,  iiL  absc^tite  figw^ss  tiiose 
we  hsTe  do  not  sustain  it.  t^    * 

ib,  Fawgett.  Permit  me  to  refer  ^ou  to  the  report  ol  the  Taft 
Tariff  Commission  in  1910,  which  gives  the  9  pomids  of  medhim 
wool  which  was  uaad  in  the  manufacture  of  a  choice  w^orsted  suit, 
which  WIS  given  as  25  cents  per  pocmd*  I  have  just  received  eakiB 
for  flomething  over  e  million  and  a  quarter  polmds  ol  wool  ^  nmilar 
grade  last  week,  and  these  grades  were  from  18  bent^  to  iA^  eents. 
iwenty^hree  and  one-half  cents  I  timik  was  the  higfaMt 

The  CHAmicAK.  Has  tiiere  been  any  drop  in  wool  prices  reoentlyf 

Hr.FAwcBrr.  Yee-sir* 

The  Chaibman.  Tne  figures  I  based  my  statement  on  do  not  come 
down  later  than  Hay  of  1921. 

Ht,  Fawgbtt.  I  feel  veiT  confident  that  thesis  figures  will  bear  in- 
ivtiffaticmf  because  possibfy  no  better  criterion  to  we  present  market 
enn  be  given  than  this  recent  sale  of  a  million  atnd  a  quarter  ^unde 
4wA  last  week  wfaidi  embraced  the  majority  of  tht  main  grades 
'« v(^  grow  tl^m  in  the  mid- west  and  Western  States. 

Senator  Lbnboot.  Was  that  sale  lower  than  the  prevailing  niarket  ? 

Mr.  Fawcbtt.  No,  sir. 

Senator  LianBOOT.  It  was  made  at  the  market  Ptice? 

Mr.  Fawcett.  At  the  present  maricet  value.  For  instance,  in  this 
«Ie  were  three  sales  of  Iowa  of  three-eighths  staple,  1020  dip,  which 
is  a  very  good  grade  of  combing  wool.  You  unaerstand,  I  prestmie, 
fte  distinction  between  combing  and  clothing  is  in  the  length  of  the 
ibi^e,  and  the  combing  is  of  aMifioieiit  length  to  eomb  and  ipm  for 
titt  purpose  of  manufacturing  worsteds.  This  sale  of  Iowa  three- 
fifths  combing  ranged  from  32.3  eents  to  83^  cent^. 

Mpreaentative  Tnf  Etck.  Before  we  get  too  :fer  away  from  the 
<i^  questions  that  I  aslDdd  you,  I  would  like  to  have  votf  teU  us 
b«  the  Government  proceeded  to  get  rid  of  this  itoirooi^tAtion  of  'Wool 
^they  brought  into  the  country?  Can  ybut^ll  us  howthact  canie 
in  competition  with  the  American-grown  wool?  ♦ '     i 

Mr.  Fawcxtt.  Yes,  sir.  The  amottlit  so  heM  l^av  approximJAely 
fi5i)00,OOO  to  450,000,000  pounds.  This  was  mostly  of  thfe  l6wer 
fide  wools,  such  as  South  Ameti<^ah  Xa  3's,  44V  to  4tf^  in  spinning 
twins.  There  was  no  provision,  as  I  ukiderirtand,  at  the*  time  folr 
<liq)06mg  of  €k>vermnent^wned  commodities  other  than  immemate 
^i^<i(Hi---dmiiping  on  the  market*  The  outcome  of  that  was  ob- 
^vm.  It  would  practically  ruin  the  market.  In  Chicago'  a  meeting 
^as  held  at  which  the  speaker  was  present.  Thirteen  States  were 
wpfeaented.  We  petitioned  the  Govemmeait  to  place  this  wool  on 
fte  market  in  the  instaUment  plan — so  much  per  month — ^in  order 
that  the  maricet  might  be  fed  and  not  crowded — ^nor  forced.  This 
^as  granted,  and  it  has  been  disposed  of  in  that  manner  since.  I 
think  at  the  present  time  it  is  reduced  to  approximately  40,000,000 
pounds. 

Senator  LeKROor.  What  was  the  amount  held  at  the  time  of  the 
annistice? 

Mr.  Fawcett.  About  450,000,000  pounds. 

Senator  Lenboot.  And  we  consume  about  how  much  ? 

Mr.  Fawcett.  We  consume  about  550,000,000  pounds.  I  think 
last  year  about  550,000,000  pounds — something  like  that. 
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Seiifttor  liBNBioar.  A  liUle  orer  a  year^  suf^ly,  over  our  own  d 
mestic  production  ? 

Mr..  Fawcstt.  You  mean  the  OoTernmenl^s  holdings} 
'    Senator  ImwioaT.  Yes. 

.  *  Mi^.  Fawcett.  No.  The  Government's  holdings  were  450,000^ 
pbunds,  and  we  annutdhr^  consaaie  something  like  £50,000,000  pound 
"  *  Senator  I^ooboor.  We  uinuaUy  produee  more  than  the  Qoveri 
.ment  had  on  hand  ?  >  ^  j 

Mr.  FAWcoiriT*  iNo,  sin  Oud  production  is  around  3OO,000,u 
))duAd&  annually  i         .  -   1 

*  Senator  Lenboot.  Is  there  any  fault  to  be'^found  wMithe'Go^eri 
cent's  maiketing  ol  Ita  wool!  - 

Mr.  Fawcett.  It  seems  to  me  that  the  Goverdment'has  b^en 
•tirely  teiEt8onabl0.:and  complied  withitbe  inquest  of  the  woolgro' 
audi  the  industry,  as.  far  as  it  is  possible;  Imd  I  might  state  fur 
^ai(i4^  the. urgent  lequest. of  some.of  the*woolg]xmers^  aasodatii 
the.monthly  sAles  hare  been  postt>oned  from  tiine  to  time  by  reasc 
of  our  requests,  and  for  other  reasons* 

'    It  should  be  borne  in  mind  that  the.  majority  of  this  wool  was 
the  lower  grades,  class  44's,  46's — ^very  little  above  50*8,  possibly.    ^ 

Bepresentative  SiJMiNZBSj  What  use^did  that  Government  wool  g 
dnto^and  wa&any  of  ite:tported2   . 

•   Mr.  Fawcftt.  Was  any  of  the  wool  the  Govetnment  owned  ffi 
.ported}    .        »       .  Ir  •  '  f       •  I 

Itepresentative  Sumnebs.  Yes. 
'*    Mx.  FAWGETfT,  I  think  not  a  pound.  .  J 

Bepresentative  SiniineRs^.Wnat  us^  did  it  go  into! 

Mr.  Fawcett.  If  it  was  true  to  grade- it  would  be  for  the  purpoti 
^  carpet  mapu&ctuFing^Qwer  grades,  tilid  the  lower  grades  <i 
^elotii  in  which  46'$  spilming  quality  CG^d  be  used* 

Eepresentative  STXMmmBSi  To  what  extent  did  that  wool  come  i 
competition  with  the  bulk  of  the  wool  produced  by  America 
^growers? 

Mr.  FAWGBfrr4  It  would  come,  in  competition  with  quarter  Uooi 
^^tnd  below.  I 

'  BepreseHtativeiStHN^ESy  What  percenjbage  of  the  total  America] 
-prodnctioQi ,  itras  ^  miafter  and  below  S 

Mr*  FAwoEtT.  Under^tond,  in  answering  ti]#t,  the  answer  to  thi 
ujuestiom  Tidll  be  based  ^n. the  percentage!  o|  quattert  and  b^w  tb^ 
^our  firm  handles,  and  we  pi^Qbably  are  as  representative  a  firm  t^ 
ithere  ift  I  would  say  that  d3i  per  cent -of  the  2^,000,000  pounds  m 
rwe  have  handled  from  possibly  10  States  was  quarter  and  below. 

Bepresentative  Sxtmkeks.  Does  that  particular  wool  going  on  tt^ 
the  market  in  the  way  in  which  you  have  indicated  cause  a  greatq 
jspread  in  the  price  of  the  different  grades  of  American  wool  thai 
< would  ordinaruy  be  found  in  the  American  market? 

Mr.  Fawobtt.  It  would  seem  so,  for  this  reason,  that  the  pricj 
paid  on:  these  Government  auctions  for  a'  certain  gr^de  pi  wcx? 
would  govern  the  price  paid  for  a  similar  grade  of  wool  sold  elsc^ 
"where. 

Representative  Stjmners...  Did  it  do  it,  in  fact  I 
:   Mr.  Fawcett.  It  had  every  evidence  of  that  etfect. 


Digiti 


ized  by  Google 


AGRICULTURAIii  INQUIBY.  181 

Bqiresentatiye  Stthndw.  Does  thi^  lower  gntde  of  wool  ^i  Ajofstr 
lean  production  that,  you  speak  of  come  from  a  particular,  aectiou,  or 
does  it  come  from  diffiNreut  clips! 

Mr.  Fawc^stf.  It  is  caus^  by  crossing  black- fa<^  -Vaiw  of  • 
Down  breed,  which  you  are  aware  are  the  mutton  breeds,  aodrai^ 
jirozimaiely  65  pei*  cent  of  our  domestic.  pro4uction  to-o#y  10  of 
ue  medium  wools;  or,  in  other  words,  iiylioatiM  *a  Quoflg  wi0i  the 
Down  breeds..  Ai^d,  thfive£Dfe,:the  ,per  oe|ii  of  .^u^  wpols  s^e/Dos  to 
Jbt  japidly  decreasing  as  ff^v  ^s  domestic  pix>diHiion  kooncecnad. 
^This  will  apply,  in  a  large  measure,  to  New  Ze.al404  4kl90^»-iMi  ,wiU 
le  indicated  by  the  hundired  million  pounds  of  I^ew  Zealand  knobs 
impor^d  into  the  Unitf^,  SUi/m  in  1920,  The  Newi  Zealand  people 
^Te  found  that  tl^,. American  rn^^fc^  jpakes,^  T^nr  <»i|veqiept 
iltlftpat  for  their  tvo^  Ifunb  and  x^uttop^rax^  ther^f qrjB/ Ijbey*  fire 
jumg  the  Down  xamSjmoatly  o{  the  Hampshire  breea^  for.tb^  pu|v 
pose  of  producing  mutton. 

,  .Sepreseniative  3raNsnf»..  Biqght  aA  thi^t  point,  not  leading*  too  tfar 
jdSela;  do  jou  happen  to.know  whs^t  per  cent  ocf  ^Amencan  mutton 
fiDDsomption  is  proauce^  ia  this  couptiy  ?  .  * 

Mr.  Fawcett,  Last  yef(r  about  Qne-»tei)tb.of  our  cpnsuffiptiqn  w§a 
jMioduced  in  foreign  rcountries. 

Bepresentative  Sumness.  Was  that  a  normal  percentage? 

Mr.  FAwqETTt.AJ^onnally  larga    Never  before  bas  uiere  been  a 
like  amount  of  foreign  mutton.  '  /  .      '-•  ct... 

Representative  Suhksbb..  Baye  we  faad.a^,  oxportatv^  of  mutton 
ftnibe  other  hand?  .   .   i 

Mr.  Fawcttt,  No,  sir.  .»  •       '     '      -     . 

«e  Senator  Ldsmtoor.  Xf  that  be  true  that  we  had  an  abocpm^l  imppr- 
lition,  does  that  mean  that  there  was  not  aa  great  slaughter  inoiur 
own  country?  .       '         .         '   *  r^ 

•  Mr.  Fawgett.  I  tbink  at  nipe  of  the  principM  markef^S  t^  num«- 
Im  of  sheep  slaughtered  in  1920  .was  30  pei;  cent  qiore  t^an  th^t  of 
1814,  or  possibly  above,  nopmal,  '     i   .   ; 

Senator  IfBN^oor.  How  do  you  <ucconnt  for  that^  Was  there 'al4<^ 
an  abaormal  consumption  <>f  mutton? 

Mr.  Fawcetet.  Yes. 
'  Senator  Lc:i^9O0T.  If  wesli^ughteredSd.perrcen^niorefndJimpprted 
oiore,  how  does  that  come  about?  ,,,,,. 

•  Mr.  FAwcaan^  The  price  that  the  grower  received  last  year-f-in 
JU^O — would  not  indicate  there  was  any  increase  M-de^iand.  oUi^ 
ftan  a  decrease  in  price  would  warrant. or  justify. 

Senator  Iainboot.  I  do  not  think  that  you  follow  me.  If  .we 
ifaraghtered  86  per  cent  mor^  than  normal  and  also  Imported  more 
tiiaii  normal^  do  you  mean  to  say  that  our  consumption  was  at  least 
40  p»  cent  more  than  normal? 

Mr.  FAWdrrr.  Our  consumption  evidently  was  more  than  normal^ 
6deau9e  of  the  decreased  price.  Whenever  we  make  a  decrease  in 
price  it  is  generally  followed  by  an  increase  in  consumption,  ia  it 

BOt?  1 

Bepresentative  StrafNiKs.  Did  beef  and  s^ine  decrease  in  price  as 
wlativety  as.  mutton  decreased  ?      .  :    : 

Mr:  Fawckxt.  The  ^decrease  was  greater,  I  would  say,  because 
of  thiB  fact:  That  the  mutton  products  did  i^ot  enter  into  the  impor: 
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tatumsduring  the  wiir.  =  Mutton  as  a  meat  id  not  exportaWe.    Hiew 
fore  the  price  of  tiaattomf  was  not  as  high  relativrfy  during  the  perio 
of  the  war.  /Therefore^e  decrease  was  possibly  not  as  great, 
'    Bepresebtiatire  Ten  Etck.  Is  mutton  used  as  a  tabstitute  for  oft^ 
iMats? 

'Mr.  F*AWcBirr.  Yes,  sir;  as  far  as  domestic  consumption  is  coii 
cemed,  but  not  -fot  export. 

* '  Bepresentative  Ten  Btck.  Yes;  that  is  what  we  are  talking  aboa 
because  we  slaughtered  more  and  imported  more,  and  undoubtedl 
I9iat  was  the  diuse. 

Mr.  FAWGttrr.  Absolutehr. 

dMator  LeKBOot.  I  understood  there  was  a  light  production  i 
beef; '  Do  you  think  that  our  meat  consumption  was  1^  hurt;  year! 

Mr.  Fawcw*.  I  am  not  posted  on  beef.  However,  I  understan 
that  ^b^rt  was  less  beef  killed,  less  number  of  pounds  of  beief  kUlec 
last  year. 

The'CHAHtMAN.  I  happen  to  have  here  the  figures  of  consomptio 
of  mutt<m  and  lamb  for  the  United  States  by  yeara    1920  compai 
tively  was  higher  than  any  prior  vear  until  you  get  back  to  1914. 
is  higher  than  it  was  in  1919 ;  higher  than  it  was  in  1918 — ^very  mi 
hi^er  than  it  was  in  1918,  and  still  higher  than  it  was  in  1917 
that  you  are  apparently  correct  there. 

Senator  Lekboot.  That  is  mutton  and  beef  combined. 

The  Chairman.  Mutton  and  lamb. 

Representative  Sumnms.  Proceed,  Mr.  Fawcett. 

Mr.  Fawcett.  Take  the  cotton  market  for  an  illustration,  w! 
was  governed  bv  sujpply  and  demand,  and  that  advanced  near 
pier  cent  while  the  prHte  of  wool  -was  set  at  approximately  40  per  < 
oter  -prewar  values.   Mutton  and  lamb  by  its  very  nature  was 
meat  that  copld  be  used  for  export  purposes  to  feed  the  armic 
therefor^,  it  sfhared  t6  a  less  degree  in  the  increase  in  values  enjoyi 
by  ^  other  tneat  products.    Thettefore,  the  sheepman  having 
denied  war-time  profits  to  a  large  degree,  upon  both  wool  and  mu 
%s  thei^f6r^  l^ss  able  to  withstand  the  terrible  calamijty  that  hi 
fallen  on  all  branches  of  the  livestock  industty^.    While  there  is  { 
{legree  of  satisfaction  in  being  immune  from  accusations  of  profitee^ 
ing  during  the  war^  such  realization  does  not  relieve  the  finandi 
situation  we  are  facing  to-day. 

Thfcre.  are  other  thin^  that  should  be  mentioned  that  contributed 
in  a  substantial  way  to  the  present  condition  of  the  wool  and  sheej 
industry.  A  severe  drought  existed  in  practicallv  all  range  States  i^ 
season  of  1919,  which  was  followed  by  one  of  the  worst  winters  ii 
history.  Feeding  began  in  October  and  lasted  until  late  in  0^ 
spring  of  1920.  Feed  bills  were  in  many  instances  five  times  as  greaj 
as  normal.  This  was  followed  by  a  60  per  cent  lamb  crop  by  reason 
of  severe  weather  and  poor  condition  of  breeding  stock. 

The  result  was  that  flocks  were  mortgaged  from  $6  to  $12,  th^ 
average  being  about  $8.50  in  the  spring  of  1920.  Yet  they  were  noi 
discouraged  for  they  had  every  reason  to  expect  a  fair  market  prirt 
for  their  1920  clip  of  wool.  But  something  happened  to  the  wool 
market  in  June,  1920,  before  the  1920  clip  was  moved.  On  about 
June  20, 1920,  or  immediately  after  the  Federal  Reserve  Board  issued 
that  history-making  pamphlet  calling  loans  and  ordering  deflation^ 


Digiti 


ized  by  Google 


AGBIOULTURAL  INQUIBY.  18fit 

the  wool  mai^et  ceased  to  function  and  soaiicely.  a  pou^d  oi  d#me^c 
HTool  changed  kands  from  thai  cjate  until  aliou^  Janwry  l\  X9tl. 
Many  causes,  none  of  which  relieved  the  situation  of  the  woQlgl:y>wer| 
nay  be  nanied  for  the  mr^lysis  of  the  wool  mitrhKsty  «Qoh  as  our 
jovemment  entering  the  domestic  market  in  competition  with. 
^wers,  with  appro2dmately  450,000,000  pounds  of  low  .-gr^e  im- 
ported wools  on  nand  at  close  of  war,  which  had  a  very  detrimental 
iffect  on  wool  values;  the  importation  dutv  free  of  427,000,000 
^unds  of  foreign  wool  and  100,000,000  pounds  of  frozen  lamb  and 
nntton  in  1920 ;  the  low  rate  of  exchange  provided  the  foreign  pxo* 
hcer  a  bonus  of  from  20  to  35  per  cent  above  the  market  price  re^ 
reived  by  the  domestic  grower;  so-called  suapensiotn  of  buying  by  the 

Cblic  £rom  manufacturers  of  wool  which  re9ulted  in  large  cancel*. 
ion  of  cloth  orders  then  held  by  woolen  mills. 

The  last  named  reason  though  greatly  emphasized  is  not  bom  out 
\fs^  statement  of  the  Bureau  of  Markets,  as  this  department  makes 
(he  stotement  that  the  consumption  of  wool  in  1920  was  normal, 
*r  580,000,000  pounds, 

If  such  be  the  case,  we  are  forced  to  the  conclusion  that  the  woolen 
Isills  found  practically  their  entire  needs  in  stocks  already  on  hand. 
bid  in  imported  wools  to  the  total  neglect  of  domestic  clip  oi 
1920;  for  a  large  per  cent,  perhaps  60  per  cent  of  the  1920 
dip,  which  was  produced  at  a  cost  of  45  cents  per  pound  exclusive 
of  marketing  and  carrying  charges  which  amount  to  about  7  cents 
per  pound,  is  yet  in  first  hands.  The  condition  was  so  serious  that 
Im  December  10,  1920,  representatives  of  woolgrowers  appeared  be- 

tre  the  Ways  and  Means  Committee  of  the  House  of  Representatives. 
an  effort  to  secure  protection  from  the  in^portation,  duty  free,  ox 
fcreip  wools,  in  the  lorm  of  a  temporary  embargo  or  an  emergency 
hri£  It  took  the  form  of  the  emergency  tariff,  which  had  a  very 
itonny  career,  and  did  not  become  a  law  until  May  27,  1921.  The 
^  was  delayed  intentionallv  or  unavoidably  until  225,000,000 
fwnds  more  of  foreign  wool  was  imported  from  January  1  to 
«y  1,  in  addition  to  the  427/)00,000  pounds  imported  in  1920. 

Bepresentative  Ten  Eyck.  What  year  is  it  that  you  refer  to? 

Mr.  Fawcett.  The  present  year,  1921.  The  bill  was  delayed  from 
December  10,  1920,  until  May  27,  1921.  In  that  time,  or  a  period 
from  January  1,  1921,  until  May  27,  1921,  there  wag  225,000,000 
founds  of  forei^  wool  added  to  the  427,000,000  pounds  imported: 
nil920.  .  .  '  ' 

Representative  Sumners.  Have  you  the  quantities  of  impo,i;tation, 
Jnonth  by  month,  there? 

Mr.  Fawcett.  I  have  not  got  it  in  this  brief,  but  we  have  it  from 
fte  Bureau  of  Markets.  It  averaged  1,000,000  pounds  each  day  for 
» greater  part  of  the  time  from  January  1  to  May  27,  1921.  These 
fijjures  were  taken  from  the  Bureau  of  Markets,  due  to  difficulty  of 
ol>taining  figures  on  importations,  and  they  are  the  most  accurate 
we  can  get. 

Senator  Lenroot.  Have  there  been  any  importations  since  the 
«nergency  tariff? 

Mr.  Fawcett.  From  May  9  till  Julj  2  there  were,  I  think, 
^W0,000  pounds.  I  have  that  and  it  will  appear  later.  This  was 
mostly  all  No.  8  wools.   I  am  not  saying  all. 
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The  Chairicak.  Carpet  wool! 

Mr.  Fawcdbpp.  Tes,sir.  The  term ^ carpet  wool^'' Mr.  Chairman, ii 
deceptive. 

The  Chairicak.  I  understand  that;  but  that  id  the  term  ordinarily 
used. 

Mr.  Fawobtt.  Yes,  sir;  because  much  wool  that  is  imported  as 
ckrpet  wool  steps  up  a  grade  or  two  and  becomes  clotMng  wool  when 
it  giets  to  tiie^  manufacturer. 

'  All  of  this  650,000,000  pounds  of  wool  came  in  Absolutely  free  of 
duty,  while  the  manufacturers  of  our  product  were  protected  by  a 
35  per  cent  ad  valorem  duty  upon  the  importation  of  foreign  manu- 
factured articles.  This  we  claim  is  |^nst  discrimination  against  ths 
piioducer  that  can  not  be  justified.  Why  should  we,  as  producers,  be 
compelled  by  law  to  market  our  proauct  in  an  open  market  and 
buy  the  articles  manufactured  therefrom  on  a  protected  markett 
Yet  that  is  what  we  have  had  to  do  since  March  1,  1913,  and  wiO 
virtually  have  to  do  the  same  thing  if  the  Fordney  tariff  bill  in  te 
present  form  becomes  a  law.  Ju3;  such  unjust  discrimination  al 
this  is  exactly  what  is  creating  so  much  unrest  and  dissatisf  actioa 
with  governmental  affairs. 

Bepresentative  Sumners.  What  is  your  objection  to  this  Fordnejf 
tariff  bill?    Does  it  not  give  enough  protection? 

Mr.  Fawgett.  Will  you  allow  me  to  delay  answering  that  until  we 
get  later  on  in  the  discussion? 

Representative  Sumners.  Yes,  sir. 

Mr.  Fawoett.  Briefly  summing  up  the  situation,  our  industry  a 
the  range  States  is  bankrupt  is  forced  to  liquidate  at  this  time,  for  it 
is  estimated  that  80  per  cent  of  the  range  sheepmen  have  far  greater 
liabilities  than  assets,  based  on  pres^it-aay  market  values. 

To  add  to  the  burden  we  have,  including  the  1921  cUp,  about 
1.010,000,000  pounds  of  wool  now  on  hand  in  the  United  States,  or 
alx)ut  18  months^  supply. 

The  Tariff  Commission  in  its  recent  report,  which  is  now  avail*  ^ 
able,  gave  the  cost  of  running  ewes  on  the  range  in  the  year  1919  if 
$8.54,  and  on  that  basis  the  cost  of  range  wools  was  given  as  46  cenif 
per  pound,  exclusive  of  freight  and  marketing  charges.  The  sai 
report  places  the  cost  of  running  ewes  on  tne  range  in  1920 
$8.40,  a  reduction  of  only  14  cents  per  head;  therefore  the  cost  • 
producing  tiie  present  clip  of  wool  would  be  little  less  than  in  1919, . 
most  of  the  expense  of  producing  the  1921  clip  was  incurred  ' 
season  of  1920. 

Below  is  listed  values  of  similar  grades  of  wool  as  of  June  1,  WO^ 
and  June  1,1921: 

June  1,1920.  Jimel,ia&- 

Oenlt. 

Choice  Ohio  delmlne 

loffra: 

4  blood  staple 

f  btoodstople 

I  blood  staple 

Lo«r4  blood  stople .- 


Digiti 


ized  by  Google 


A0BICTTLTOKAIi  nTQUIBT.  191 

Thfise  oaotations  are  taken  from  saled  of  Ohio  and  Iowa  wo<^  of 
same  gnae  and  shrinkage  upon  ffiven  dates  made  by  the  Ohio  Fleeoe 
Wool  Growers'  Association  and  the  National  Wool  Wardiouse  ft 
Storage  Co. 

Tbm  prices,  I  might  say,  are  based  on  Bo^on  market  prices^  or 
Ae  prices  at  which  the  grades  are  selling  to  the  milL  and  from  those 
I^csB  of  10  to  13  cents,  or  16  to  18  cents,  should  be  deducted  the 
cost  of  marketing,  which  is  about  6  cents  at  the  present  time,  in 
arder  to  arrive  at  the  amount  that  the  grower  is  receiving. 

The  Chairman.  Is  that  greater  than  it  was  three  to  five  years  ago? 

Mr.  Fawcbtt.  Yc^  sir,  1  will  come  to  that  presently.  The  finan- 
cial conditions  existmg  in  the  West  are  causing  liquidation  of  the 
0re  stock.  The  ewe  Iambs  instead  of  being  retamed  in  the  breeding 
htk  to  replace  the  old  ewes  are  being  dau^htered  to  meet  pressing 
IbuMiAl  obligations.  In  this  way  tM  working  capital  of  the  pro* 
iu8f  is  being  destroyed,  for  the  range  is  of  no  use  without  ewes  to 
*  Mt  A  manufacturing  establistunent  may,  if  b^  reason  of  no 
B  for  its  manufactured  articles,  close  down  entirely  and  then 
at  a  future  time  with  its  capital  stock  intact,  suffering  only  a 

mfnry  loss,  but  the  live-stock  man  can  not  shut  down  his  plant 
Ilie  stodk  must  be  fed  and  cared  for,  and  the  expense  ^oes  on  just 
lie  same.  He  can  not  stop  producing.  The  extent  of  wis  liquida- 
tbn  of  ewe  lambs  may  be  lound  by  considering  the  receipts  of  sheep 
ind  lambs  at  the  principal  markets  the  first  six  months  of  the  pres- 
lit  season^hich  number  1,897,844  greater  than  in  the  same  period 
tf  1990.  The  situation  is  even  more  ^ave  than  first  conaderation 
if  these  figures  would  indicate — ^to  which  I  believe  you  will  a^ree — 
Bff  the  liquidation  in  1920  was  36  per  cent  neater  tlian  normal,  and 
iWistics  through  a  period  of  years  show  a  decrease  in  number  aver- 
lim  about  one-half  million  head  annually. 

I  ^^resentative  Sumnebs.  And  these  lambs  are  a  small  per  cent  of 
^ordinary  lamb  cro^t 

Mr.  Fawcbtt.  Yes,  sir. 

&pieeentative  Sumnebs.  How  does  it  compare  at  the  present 

Mr.  Fawcoept.  I  have  recentlv  been  in  North  Dakota,  South  Da- 
lota,  Idaho,  Wyoming,  and  Montana,  besides  the  fleece-growing 
ftates,  which  are  east  of  that  section.  We  found  very,  very  few 
finds  of  yearlinjg  ewes.  I  could  not  give  you  the  exact  statistics,  but 
in  a  recent  meeting  of  woolgrowers  in  Idaho  there  was  but  one  band 
of  ewes  represented  in  that  body  of  growers  under  6  years  old.  At 
( yetrs  of  age  on  the  range  a  ewe  is  getting  pretty  far  along.  Of 
eonrse  they  can  go  in  the  com  belt  and  they  are  good  for  a  year  or 
^^  by  reason  of  better  feeding,  but  about  one  or  more  years  and 
^  Qsefolness  will  be  passed. 

Representative  Lekboot.  Does  or  not  the  destruction  of  the  range, 
under  our  present  homestead  stock  range  law,  have  something  to 
&  with  that? 

Mr.  Fawcbtt.  In  1917;  yes.  Since  1917;  no.  The  range  has  had 
^  tendency  to  increase  ramer  than  decrease  since  1917.  In  the  17 
]^^  preceding  the  war  the  number  of  sheep  on  range  decreased 
by  12j800,00O. 
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'  lliere  is  anoih^  phase  of  this  subject  that  should  not  be  over^ 
looked.  It  seems  to  be  a  welUaid  plan  of  nature  for  the  range 
because  of  its  adaptability  for  production  of  growing  stock,  to  fur 
nish  feeding  lambs  and  steers  to  consiune  a  large  portion  of  con 
and  oth^  grains  raised  in  the  corn  belt.  Iowa  depends  on  the  rangi 
for  approximately  60  to  65  per  cent  of  her  feeding  lambs  and  aboiiri 
40  per  cent  of  the  feeding  steers.  It  is  a  well  established  fact  that  ii 
order  to  maintain  the  fertility  of  our  corn-belt  farms  stock  raidn| 
and  feeding  is  an  absolute  requirement.  Thus  the  far  reaching 
effects  of  this  liquidation  will  be  seen. 

The  sheep  and  wool  industry  of  our  country  is  swiftly  following  t 
course  which^  if  followed  to  its  natural  conclusion,  will  mean  tha 
our  people  will  be  compelled  to  rely  on  foreign  production  in  excess 
of  400,000,000  pounds  of  wool,  and  our  entire  supply  of  mutton  annu 
ally,  and  the  bill  to  foreign  producers  will  be  around  $250,000,0(1 
each  year. 

But  we  have  no  notion  of  sacrificing  our  industry,  and  we  expee 
from  this  commission  recommendations  that  will  greatly  assist  il 
arresting  the  downward  course  now  being  pursued. 

Senator  Capper.  Dq  you  not  think  the  same  condition  exists  wid 
reference  to  the  cattle  situation! 

Mr.  Fawcett.  Yes;  I  think  it  does,  but  I  am  not  so  familiar  wM 
the  cattle  situation. 

Now,  we  come  to  remedial  suggestions.  In  making  these  remedia 
suggestions,  and  suggestions  they  are,  I  am  reminded  of  the  old  ada^ 
that  "  It  is  easier  to  tell  20  what  were  good  to  be  done  than  to  be  oH 
of  the- 20  to  follow  mine  own  teachings.''  And  these  suggestions  an 
made  after  being  in  contact  with  the  growers  in  the  Vvest  and  th 
whole  United  States  and  are  made  with  a  view  of  furnishing  yd 
with  information  that  may  be  of  value  to  you  as  a  safe  guide  in  yoiD 
deliberations. 

We  propose  to  be^in  right  at  home  and  reduce  the  cost  of  produft 
tion  so  far  as  is  within  our  power.  This  was  not  possible  to  sxq 
extent  in  the  season  of  1920,  for  cost  of  labor  and  provisions  were  noi 
reduced.  This  is  possible  now  to  some  extent.  Herders  are  now  get- 
ting aroimd  $60  per  month  and  board,  whereas  one  year  ago  they  wen 
commanding  close  to  $100  and  board.  The  range  conditions  a« 
excellent,  indicating  a  light  feed  bill  this  winter. 

There  are  two  conditions  upon  which  the  future  of  the  industry 
largely  depends,  over  which  we  have  absolutely  no  control,  and  they 
are  "money  rates"  and  transportation  rates.  The  present  frei^M 
rates  on  wool  from  Boise,  Idaho,  to  Boston,  and  on  sheep  from  uiat 
point  to  Chicago  market  are  as  follows : 


Wool  in  l)ao8,  minimum  weight  2J^M0  pounds,  from  Boise  to  Boston. 

1917 

1920 

Frftlirht  rfttn  nw  hnndrwiweiifht- ,.-,, rr-r r - 

SI.  98 
47S.20 

£60 

Orvtt  rtf  tiTATisruvtlnir  1  OftP               .       '.    .   • ....•.^.•.....i. .......... 

Senator  Capper.  Is  the  rate  still  the  same? 

Mr.  Fawcett.  Yes,  sir ;  generally  speaking.    There  is  a  case  being : 
tried  in  Salt  Lake  City  now.    They  applied  in  June  and  the  case  is 
being  tried  at  the  present  time. 
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1«20 


{Yic«  per  pound 

ftfooos  required  to  pay  for  car 

firoent  of  vaioe  for  cost  of  transporting 

f«rccnt  incr^»e  of  vi^ue  carriers  get  over  1917 . 


S0.2S} 

3,540 

14.75 

447 


The  price  in  1917  was  60  cents  and  in  1920  was  23}  cents ;  and  from 
tbat  will  have  to  be  deducted  the  transportation  of  $831.60.  It  would 
ie  about  85  per  cent  of  the  1917  price — a  little  less  than  that. 

Sheep,  minimum  weight  23,000  pounds,  from  Boise  to  Chicago. 


FMgfat  rat«  per  hundredweight 

Cost  of  transiwrtation  of  1  car 

Pnc«  per  hundred  weight 

TooMsreauired  to  pay  for  1  car 

Fer  eecsx  or  value  of  cost  of  transporting 


1917 


SO.  96 

$220.80 

S11.25 

1,961 

8.52 


1930 


tl.Zlh 
$316.25 

$6.87| 

.4,600 

.20 


PeroecLUi^e  increase  of  value  carriers  get  over  1917, 235. 


Representative  Sumners.  Have  they  made  an  application  for 
recluction  of  rate  because  wool  is  about  to  be  shipped  through  the 
Panama  Canal? 

ilr.   Fawcetp.  Yes,  sir.    Three  of  the  transcontinental  railways 
[have  made  application  to  the  Interstate  Commerce  Commision  for 
J)rivilege  to  reduce  rate  on  wool  in  the  grease  in  bales  or  in  sacks 
|Xom  R)rtland,  Oreg.,  to  Boston,  which  is  now  $1.66^  by  water,  to 
Sie  relatively  low  rate  of  $1.35  by  rail,  while  the  rates  of  interme- 
iiiate  i>oints  from  Idaho  and  Nevada  are  as  high  as  $3.05  to  $3.75. 
.■    It  would  seem  if  increased  business  is  so  valuable  to  the  rail- 
Toads  as  to  justify  a  reduction  in  transcontinental  rates  on  wool  ship- 
ments from  $1.65  to  $1.35  per  hundredweight  while  intermediate 
eint  rates  are  as  high  as  $3.(5,  that  in  order  to  compete  with  water 
asportation  a  reduction  in  freight  all  down  the  line  will  be  in 
«der  and  will  increase  volume  of  business  proportionately.    Wool 
from  Boise,  Idaho,  may  be  shipped  to  Portland,  Oreg.,  a  distance  of 
.100  miles,  rebilled  from  that  pomt  to  Boston  bv  rail  at  less  cost  than 
from  Boise  direct  to  Boston.     Is  this  reasonable?     Is  it  just? 

It  is  very  clear  that  while  such  fixed  items  of  expense  enter  into 
cost  of  marketing  agricultural  products,  a  prewar  condition  can 
•ot  be  realized. 

Senator  Lexroot.  Suppose  that  they  do  not  get  that  business,  and 
it  is  transported  by  water,  can  they  carry  goods  from  the  interior 
as  cheaply  as  if  they  do  get  the  business? 

Mr.  Fawcett.  If  they  can  make  a  profit  on  that 

Senator  Lenroot.  Well,  they  can  not. 
Mr.  Fawcett.  Well,  what  is  the  object  of  competing? 
Senator  Lenroot.  Here  is  a  business  that  has  an  overhead  expense — 
I  am  not  speaking  of  this  particular  situation — and  it  can  do  a  third 
more  business  at  practically  no  additional  overhead  expense. 

Mr.  Fawcett.  Then  they  are  not  operating  at  a  loss  when  they  are 
operating  that  way.  My  contention  is  that  if  they  will  reduce  their 
rates  they  will  get  so  much  more  business  that  the  return  will  be 
greater. 
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Senator  Lenroot.  That  is  always  greater  where  it  is  not  at  tht 
peak.     But  in  a  time  like  this,  is  that  true  ? 

Mr.  Fawcett.  It  seems  to  me  there  is  another  viewpoint  to  that 
In  order  to  transport  this  wool  from  Portland  to  Boston  we  have  U 
concentrate  300  ton  cargoes ;  otherwise  it  goes  to  New  York  and  if 
rebilled  to  Boston.  It  seems  to  me  that  they  are  taking  advantag* 
of  us  in  this  way :  Wool  from  Boise,  Idaho^  may  be  shipped  to  Port 
land,  Oreg.,  a  distance  of  400  miles,  rebilled  from  that  point  U 
Boston  by  rail  at  less  cost  than  from  Boise  direct  to  Boston. 

Senator  Lenroot.  Right  there,  on  this  excessive  cost  of  transpor 
tation,  which  is  our  greatest  problem,  the  owners  of  the  railroad 
feel  that  they  are  in  as  great  distress  as  you  are,  do  thev  not? 

Mr.  Fawcett.  I  do  not  believe  that  our  industry  is  overcapital 
ized. 

Senator  Lenroot.  But  they  are  not  getting  a  return  on  that,  ar 
they — on  their  value? 

Mr.  Faw  cett.  Yes,  but  it  is  not  admitted  that  the  valuation  is  acfll 
rate. 

Senator  Lenroot.  No,  but  cut  the  valuation  in  two. 

Mr.  Fawxetf.  I  believe  you  will  find  the  Oregon  Short  Line  whic 
transports  this  wool  has  shown  tremendous  profits. 

Senator  Lenroot.  Some  of  them  did. 

Mr.  Fawcett.  As  well  as  the  Union  Pacific. 

Senator  Lenroot.  I  am  speaking  of  the  railroad  situation  gen 
erally. 

Mr.  Fawcett.  Yes ;  but  is  it  fair  to  make  the  Oregon  Short  Lin 
charge  excessive  rates  for  our  wool  in  order  to  make  up  the  earning 
of  the  New  Haven  ? 

Senator  Lenroot.  Absohitely  not.  But  T  understood  you  wet 
speaking  generally  of  transportation  rates. 

Mr.  Lawcett.  In  that  respect  I  am. 

Senator  Lenroot.  Well,  then,  I  will  get  back  to  the  other  questioB 
that  the  railroad  is  entitled  to  such  rates  as  will  pay  operating  ex 
penses  at  least. 

Mr.  Fawcett.  Yes.    We  believe  in  a  "  live  and  let  live  "  policy. 

Senator  Lenroot.  And  until  recently  they  have  been  operating  al 
a  deficit,  have  they  not? 

Mr.  Fawcett.  Why  ? 

Senator  Lenroot.  i  do  not  know,  but  I  am  asking  about  the  fact. 

Mr.  Fawcett.  Yes. 

Senator  Lenroot.  Now,  I  am  going  to  ask  you  why? 

Mr.  Fawcett.  It  might  not  be  well  to  express  an  opinion,  but  it 
does  seem  to  me  it  is  because  of  an  overcapitalization. 

Senator  Lenroot.  That  has  nothing  to  do  with  it  when  they  are 
operating  at  a  deficit. 

Mr.  Fawcett.  It  has  to  do  with  the  capitalization. 

Senator  Lenroot.  When  they  are  not  earning  enough  to  pay  any 
dividends?    They  are  operating  at  a  deficit? 

Mr.  Fawcett.  So  are  we.  There  was  a  time  we  were  all  operating 
at  a  profit.    Let  us  return  to  it. 

Senator  Capper.  I  read  a  statement  in  the  Post  this  morning  that 
the  June  reports  show  that  the  earnings  were  3  per  cent  on  the  com- 
mission's valuation. 


Digiti 


ized  by  Google 


AGRICULTURAL  INQUIRE.  196 

Senator  Lenroot.  Yes,  sir.  That  is  3  per  cent  on  $19,000,000,000. 
That  would  be  about  6  per  cent  on  half  of  that.  We  are  all  for  a 
very  drastic  reduction  in  the  rates.  Is  it  fair  for  us  to  ask  the  rail- 
roads to  conduct  their  business  at  a  loss  ? 

Mr.  Fawcett.  No,  sir.  But  they  were  able  to  take  care  of  that 
previous  to  the  war  on  normal  conditions,  were  they  not  ? 

Senator  Lenroot.  Certainly. 

Mr.  Fawcett.  Well,  would  they  not  be  able  to  take  care  of  it  again 
\i  we  could  restore  normal  conditions^  That  is  the  theory  I  am 
getting  at. 

Senator  Lenroot.  Do  you  advocate  cutting  of  railroad  wages  to 
prewar  conditions,  because  that  is  the  largest  item  of  operating 
expense  i 

Mr.  Fawcett.  It  seems  to  me  if  we  are  to  revert  to  prewar  condi- 
tioijs  it  is  nothing  more  than  proper  and  right  that  labor  should  re- 
vert to  prewar  conditions. 

Senator  Lenroot.  In  other  words,  make  the  cut  all  along  the  line  ? 

Mr.  Fawcett.  Yes,  sir. 

Senator  Lenroot.  But  you  must  admit  that  we  can  not  consider 
reduction  of  rates  without  considering  how  expenses  are  going  to  be 
reduced. 

Mr.  Fawcett.  I  believe  labor  has  taken  one  cut. 

Senator  Lenroot.  Yes;  but  it  is  still  100  per  cent  over  prewar 
prices. 

Mr.  Fawcett.  Yes.  However,  our  sheep  herders  are  down  to  pre- 
war prices.    Let  them  do  the  same  and  we'll  all  be  on  an  equal  basis. 

In  the  purchase  of  practically  every  article  of  food  or  wearing  ap- 
parel the  toll  of  excessive  transpoilation  is  reflected  in  the  cost 
thereof. 

Live-stock  commission  charges  for  selling  on  the  market  is  an- 
other item  of  expense  that  has  oeen  increased  about  50  per  cent  and 
still  continues  to  exact  far  too  great  a  poiiion  of  the  consumer's 
dollar.  These  with  terminal,  yardage,  inspection,  and  numerous 
other  costs  are  fixed,  and  the  producer  has  absolutely  no  voice  in  the 
matter  or  power  to  reduce  such  costs. 

The  reduction  in  interest  rates  and  adeouate  financing  is  required 
if  this  industry  is  to  again  be  solvent.  The  Federal  reserve  system  has 
failed  in  a  large  degree  to  afford  the  needed  support  to  agriculture 
in  an  emergency  situation.  The  90-day  clause  in  the  first  place  makes 
the  sj'stem  unworkable  in  the  case  of  live  stock:  Even  with  the  re- 
discount privilege  for  a  similar  period,  which  is  optional  with  member 
banks,  the  time  is  insufficient  to  render  substantial  aid  to  live-stock 
loans.  The  Federal  reserve  system  has,  in  the  opinion  of  the  stock- 
men, operated  very  much  as  ordinary  bankSj  urging  loans  when  all 
were  loaning,  calling  loans  when  all  were  domg  the  same  thing,  and 
in  a  time  of  financial  stringency  favoring  short-time  loans  where 
turnovers  were  rapid.  An  urgent  appeal  was  made  by  wool  men  in 
June,  1920,  for  assistance  from  the  Federal  reserve  system  in  financ- 
ing loans  upon  wool  secured  by  licensed  warehouse  receipts.  They 
gave  us  a  ruling  that  receipts  would  be  acceptable  collateral  for  re- 
discounting  through  usual  channels  for  a  period  of  90  days,  with 
privilege  of  rediscounting  for  a  similar  period  and  that  such  loans 
voiild  be  nonaccumulative.    However,  such  ruling  was  subject  to  the 
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approval  of  the  district  governors,  and  we  find  that  less  than  10  pe 
cent  of  the^  warehouse  receipts  ever  found  their  way  to  the  Federa 
reserve  system. 

We  do  not  mean  to  infer  that  the  failure  of  the  Federal  reserr 
system  to  furnish  live-stock  men  needed  assistance  in  a  period  o 
financial  crisis  is  due  entirely  to  the  indisposition  of  those  in  char^ 
The  condition  is  set  forth  and  explained  very  clearly  by  a  letter  ju« 
received  from  a  banker  in  the  heart  of  a  range  section.  With  yon 
permission,  I  will  read  a  portion  of  this  letter  pertaining  thereto 
This  relates  to  securing  loans  through  the  $50,000,000  live-stoc 
finance  corporation  pool  just  organized  in  Chicago  and  New  Yori 
but  inasmuch  as  loans  secured  through  this  medium  must  conform  t 
the  rules  and  regulations  of  the  Federal  reserve  system,  the  sam 
condition  applies  to  both. 

So  far  as  this  section  is  concerned,  I  do  not  see  that  it  vviU  afford  much  reli^ 
as  you  win  note  that  aU  h)an8  must  conform  fully  to  the  requirements  of  tlj 
Fecleral  reserve  banks.  Take  ourselves — as  you  know  the  legal  amount  that  v( 
can  advance  any  one  firm  or  individual  's  10  per  cent  of  our  capital  and  siirpli^ 
or  $6,500;  the  industry  ne<Hls  an  agency  that  will  finance  lines  larger  than  th 
ordinary  country  bank  can  handle.  This  business  has  been  taken  on  by  tn 
live-stock  loan  companies,  but  since  they  are  out  of  the  market  it  seems  to  nj 
that  some  other  workable  agency  should  be  devised.  Evidently,  the  stoc^ 
growers'  finance  corporation  does  not  fill  the  bill,  because  it  requires  the  i| 
dorsement  of  a  bank,  and  banks,  of  course,  can  not  indorse  an  illegal  loan.  If  w 
makp  these  loans  as  agents  for  the  cattle  loan  company,  the  industry  is  charge 
with  the  extra  tariff  that  the  loan  company  requires. 

I  will  he  glad  to  learn  how  this  is  working  out.  The  plan  and  organlzati<^ 
appear  to  be  designed  to  relieve  the  pressure  on  the  big  outfits  and  leave  th 
small  rancher  w  th  a  one-hand  outfit  to  sweat  out  his  problems  between  tn 
local  bank  and  some  other  agency  that  !s  induceil  to  carry  his  load.  Fmi 
the  standpoint  of  the  ndustry  as  a  whole,  it  seems  to  me  that  the  end  of  tlJ 
business  really  needing  the  help  is  such  as  I  have  in  mind — men  who  actuali 
know  the  practical  side  of  product  on  and  will  be  a  cred  t  to  the  industry  3 
yeai's  hence  if  they  can  be  permitted  to  weather  this  storm.  There  are  thod 
sands  of  these  m^n  in  the  West  who  control  water  and  grass  and  have  tW 
ab  lity,  but  whose  herds  are  in  jeopardy  on  account  of  the  money  pressiirt 
These  are  the  people  to  look  to  for  production,  and  if  there  is  any  assistancj 
to  be  meted  out  it  ought  to  be  made  available  to  them. 

There  appears  to  be  a  missing  link  between  the  western  live-stoc) 
grower  doing  business  with  his  country  banker  with  small  capitali 
zation  and  the  Federal  reserve  system.  As  in  the  case  just  citei} 
the  rule  of  the  Federal  reserve  system  would  limit  the  loan  to  ani 
one  individual  to  $6,500,  and  a  great  number  of  customers  of  thij 
bank  run  in  the  thousands  of  head  of  sheep.  Therefore,  if  they  aU 
to  secure  substantial  loans,  they  are  compelled  to  go  to  the  livei 
stock  loan  companies  or  the  banks  of  the  larger  cities,  and  whenever 
this  is  done,  the  interest  and  commission  is  so  excessive  as  to  seriouslj 
impair  their  chance  for  moving  the  tremendous  financial  burden 
that  now  is  threatening  their  very  existence. 

If  the  live-stock  grower  is  to  secure  from  the  Federal  reserve 
system  the  financial  assistance  that  is  necessary  for  the  successful 
operation  of  his  business,  and  that  the  Federal  reserve  system  in^ 
tends  he  shall  have,  there  must  be  some  intermediary  organiza- 
tion through  which  these  loans  may  be  secured,  and  the  time  of  the 
loan,  if  relief  is  to  be  given  to  the  live-stock  man,  must  be  increased 
to  25  to  eSO  months. 

As  was  explained  by  this  banker,  the  system  as  it  now  works  is 
designed  to  relieve  the  pressure  on  the  big  outfits  and  the  big  banks, 
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and  allowing  the  small  banks  and  the  smaller  outfits  to  work  out 
their  own  salvation. 

There  is  something  wrong  with  the  system.  It  would  appear  en- 
tirely advisable  for  at  least  one  member  of  the  Federal  Keserve 
Board  to  be  a  representative  of  agriculture,  one  with  sufficient  ex- 
perience and  close  relation  with  the  agricultural  and  stock  industry, 
to  pass  intelligently '  on  loans  and  means  of  financing  live-stock 
irrowers. 

The  Chairman.  Is  that  limit  of  loan  a  rule  of  the  Federal  reserve 
system  or  is  that  a  law  ? 

Mr.  Fawgett.  The  law. 

The  Chairman.  So  that  if  there  is  any  blame  there  it  is  on  us 
ind  not  on  the  Federal  reserve  system  ? 

Mr.  Fawcett.  Yes,  sir. 

Senator  Lenroot.  I  would  like  to  ask  if  it  were  not  a  law,  would 
Bot  the  tendency  be  for  the  big  fellow  to  get  all  the  accommodation 
i  ttd  the  little  fellow  none  at  all  ? 

I  Mr.  Fawcett.  I  do  not  see  how  you  figure  it.  It  seems  to  me  he 
Tould  be  in  i>osition  to  make  a  loan  to  the  little  fellow  as  well  as 
■  the  bi^  one. 

Senator  Lenroot.  But,  is  not  the  tendency  for  the  big  man.  to  get 
more  accommodation  ? 

Mr.  Fawhett.  Yes.  sir. 
I   Senator  Lenroot.  It  has  to  be  divided  among  the  customers? 

Mr.  F\wcett.  Yes.  But  there  is  a  difference  in  the  interpretation 
j of  ** little"  in  this  case.  A  bank  would  call  a  man  who  owned  3,000 
i  *eep  a  small  operator.    What  would  he  benefit  with  $5,600? 

Senator  Lenroot.  Here  is  a  small  bank ;  isn't  it  desirable  for  that 
bank  to  extend  loans  to  as  many  people  in  that  section  as 
)le? 

Mr.  F.awcett.  Yes.  sir. 

^nator  Lenroot.  Without  a  limit,  the  bank  could  lend  it  all  to 
o». 

Mr.  Fawcetf.  Generally  they  like  to  accommodate  all  of  their 
''ustomers. 

The  Chairman.  How  do  they  arrive  at  the  limit  to  begin  with  ? 
Do  they  limit  it  on  the  basis  of  the  capital  they  actually  have?  I 
^ould  think  that  the  banks  are  not  big  enough. 

Mr.  Fawcett.  There  it  is.  There  is  a  missing  link  between  the 
local  bank  with  a  limitation  of  10  per  cent  of  the  capital — and  this 
bank  is  as  large  as  a  grreat  many  of  them — and  the  Federal  reserve. 

The  Chairman.  That  leads  us  directly  to  the  proposition  of  the 
branch  bank,  and  nothing  else,  where  you  can  get  the  assets  of  the 
bic  bank  with  the  little  bank  as  an  agency. 

Mr.  Fawcett.  But  you  have  to  deal  direct  over  the  head  of  the 
little  bank. 

The  Chairman.  But  if  you  have  a  branch  bank 

Mr.  Fawcett.  This  bank  was  capitalized  at  $50,000  and  surplus  of 

n5,ooo. 

The  Chairman.  If  you  were  operating  under  a  branch  bank,  that 
^ould  not  apply. 

Representative  Sumners.  The  chairman  means  a  branch  bank  is 
W  of  a  system  with  a  million-dollar  capitalization,  we  will  say, 
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that  simply  the  branch  that  runs  out  into  that  community  the  limit 
would  not  apply. 

Mr.  Fawcett.  May  I  ask  what  per  cent  of  the  banks  are  in  the 
system  ? 

The  Chairman.  About  11,000  out  of  30,000  are  in  the  reserve 
system. 

Senator  Capper.  Do  you  not  think  that,  generally  speaking,  the 
banks,  whether  they  are  big  or  little,  have  loaned  every  dollar  each 
one  had  to  loan  ?  * 

Mr.  Fawcett.  Yes;  although  we  find  the  time  deposits  in  certain 
sections  are  increasing.  It  seems  that  we  need  a  little  confidence 
instilled  in  the  American  people  in  order  that  they  jar  loose  from 
those  time  deposits.  But,  generally  speaking,  the  banks  in  the  West 
are  loaned  to  the  limit. 

Senator  Capper.  I  do  not  think  the  banks  are  subject  to  any  criti- 
cism. They  have  gone  to  the  limit.  Our  banks  in  Kansas  have 
loaned  every  dollar  that  they  are  allowed  to  loan. 

Mr.  Fawcett.  But  you  will  see  that  this  makes  necessary  the  use 
of  live  stock  loan  companies.  And  you  know  just  as  well  as  I  do 
that  whenever  you  are  forced  by  your  local  bank  to  go  through 
other  channels  and  to  live-stoik  companies,  and  through  them  to 
the  Federal  reserve  system,  the  interest  and  commission  are  exces- 
sive. 

Representative  Sumners.  Your  position  is  that  in  case  of  an  emer- 
gency such  as  we  have  now,  when  your  little  banks  are  extending, 
the  man  behind  the  bank  who  has  good  collateral  to  put  up,  and 
manv  somewhere  else  who  would  be  glad  to  take  the  investment,  he 
would  have  to  recognize  a  dependable  avenue  to  make  the  loan. 
He  finds  himself  unable  to  make  the  loan  because  he  has  to  go 
through  this  exhaustive  channel.  I  think  that  is  one  of  the  defects. 
In  going  through  the  financial  situation,  whatever  we  have — we  have 
got  to  find  a  route  around  these  little  banks. 

Mr.  Fawcett.  I  agree  with  you,  and  therefore  it  seems  to  me 
there  must  be  some  intermediary  organization  through  which  these 
loans  can  be  secured. 

Repi-esentative  Sumners.  I  want  to  ask  you  about  the  collateral 
you  put  up.  If  you  have  these  sheep  already  heavily  mortgaged 
in  manv  cases  beyond  their  possible  value,  where  can  you  find  any- 
bodv  wlio  has  money  to  loan  who  would  loan  on  such  collateral? 

Mr.  Fawcett.  It  would  not  be  safe  banking  to  do  so. 

Eepresentative  Sumners.  Are  these  people  seeking  financial  relief 
in  vour  community  able  to  tender  unmortgaged  security  ? 

Mr.  Fawcett.  In  many  instances  they  have  mortgaged  to  tbel 
limit  of  safety,  but  in  some  cases  they  have  succeeded  in  freeing! 
the  wool  from  encumbrance. 

Representative  Sumners.  Do  you  have  difficulty  in  getting  money 
on  wool? 

Mr.  f\\wcETT.  Yes,  sir;  and  have  had  for  a  vear. 

Representative  Sumners.  Can  you  not  make  arrangements  with 
your  bi«rger  banks  in  the  cities  by  which  they  could  take  a  mortgage 
on  this  wool  and  redis  ount  with  the  Federal  reserve  bank? 

Mr.  Fawcett.  The  larger  banks  generally  prefer  to  loan  theif 
money  on  quick  turnovers.    For  instance,  there  are  plenty  of  bonds, 


Digiti 


ized  by  Google 


AGRICULTURAL  INQUIRY.  199 

as  Swift  and  Armour,  on  which  there  is  a  quick  turnover.  This 
wool  loan  is  for  a  long  while,  and  it  is  not  looked  upon  with  par- 
ticular favor  when  it  has  been  held  by  a  grower  selling  agency,  for 
the  banker  knows  that  the  selling  agency  is  not  going  to  make  any 
money  on  it,  if  the  wool  is  held  by  a  speculator;  as  a  rule  a  specu- 
ktor  can  get  all  the  money  he  wants,  because  the  banker  is  satisfied 
hat  a  reasonable  amount  and  sometimes  an  excessive  amount  of 
►refit  is  being  made  from  it.  Therefore,  we  find  a  large  amount  of 
tanks  prefer  to  finance  the  speculator  rather  than  the  grower. 

Representative  Sumners.  It  would  seem  they  financed  the  wool  to 
ie  held  at  these  places  where  the  profits  were. 

Mr.  Fawcett.  It  would  look  so.  From  1920  to  the  present  time  we 
have  experienced  a  great  deal  of  difficulty.  What  few  have  reached 
the  Federal  reserve  have  been  asked  for  individual  insurance  poli- 
cies and  various  requests  that  have  made  it  impracticable,  and  such 
practice  is  killing  the  warehouse  receipt  proposition. 

ifepresentative  Sumners.  What  bank  serves  your  territory? 
^  ilr.  Fawcett.  Well,  we  do  business  in  practically  all  the  Western 
States  and  we  deal  with  practically  all  banks  in  the  West. 

Represwitative  Sumners.  I  say  what  Federal  reserve  bank  ? 

Mr.  Fawcett.  W^e  do  business  in  practically  all  the  Federal  re- 
serve districts  west  of  the  Mississippi  River. 

Representative  Sumners,  Is  there  any  difference  in  policy  among 
these  reserve  districts? 

Mr.  Fawcett.  There  has  been  considerable  difference.  However, 
at  the  present  time  I  think  I  am  in  position  to  say  that  the  attitude 
is  more  uniform  and  also  more  lenient. 

Representative  Sumners.  More  favorable  now  ? 

Mr.  Fawcett.  I  believe  I  am  in  position  to  say  that. 

Representative  SumnIers.  When  did  that  condition  first  manifest 
itself? 

Mr.  Fawcett.  I  should  say,  without  giving  the  exact  day  or  date, 
the  1921  wools;  warehouse  receipts  covering  1921  wools — we  are  just 
fairly  under  way  with  those. 

Representative  Sumners.  What  relationship  does  that  change  of 
policy  have  to  prices? 

Mr.  Fawcett.  I  can  not  connect  the  two. 

Representative  Sumners.  Are  they  still  on  the  decline — ^I  mean  ex- 
change quotations? 

Mr.  Fawcett.  I  would  say  that  last  week's  sales  were  somewhat  on 
the  decline. 

Senator  Lenroot.  How  do  you  account  for  that  in  view  of  the  fact 
that  the  tariff  has  almost  stopped  importation  ? 

Mr.  Fawcett.  Senator,  the  effect  of  the  tariff  on  the  domestic  wool 
industry  is  reduced  to  the  vanishing  point.  In  other  words,  it  is  of 
no  avail  when  we  have  18  months  of  wool  on  hand. 

iSenator  Lenroot.  I  do  not  see  how  that  could  be,  because  from  a 
mere  speculative  standpoint  if  we  have  a  high  tariff  on  wool  and  we 
have  a  surplus  for  18  months,  we  know  that  from  that  time  on  we 
only  produce  half  of  what  we  need.  I  can  not  see  where  that  has 
resulted  in  a  declining  market. 

Mr.  Fawcett.  The  reason  given  bv  those  best  acquainted  with  the 
situation  is  that  the  passing  by  the  Jlouse  of  the  Fordney  tariff  bill 


Digiti 


ized  by  Google 


200  AGRICULTURAL  INQUIRY. 

in  its  present  form  was  the  cause  of  a  drop  in  the  price  of  wool  of 
possibly  2  cents  a  pound. 

Representative  Sumneks.  How  did  that  happen?  Do  you  mean  on 
account  of  the  reduction  of  the  hii^her  rate  in  the  emergency  bill? 

Mrl  Fawcett.  Because  it  affords  practically  no  protection  to  the 
domestic  woolgrower. 

Bepresentative  Sumners.  What  is  the  ad  valorem  ? 

Mr.  Fawcett.  The  provision  is  25  cents  per  clean  pound,  which 
would  be  approximately  the  equivalent  of  the  old  Payne-Aldrich 
11  cents  per  grease  pound.  And  the  manufacturers'  compensatory 
duty  is  levied  on  that  25  cents  per  clean  pound  basis.  After  that  is 
provided  there  is  a  provision  limiting  any  duty  to  25  per  cent  ad 
valorem,  which  reduces  the  protection  to  approximately  5  or  6  cents 
on  the  medium*  wool  which  constitutes  aoout  65  per  cent  of  our 
domestic  production. 

Representative  Sumners.  In  the  ultimate  working  out  of  the  tariff 
bill  that  is  now  pending  do  you  have  a  35  per  cent  ad  valorem  pro- 
tection ? 

Mr.  Fawcett.  Thirty-five  per  cent  ad  valorem  maximum,  which 
takes  away  two-thirds  of  the  protection  provided  in  the  25  cents  per 
clean  pound  duty. 

•     Representative  Sitmners.  If  the  25  cents  per  clean  pound  duty 
obtains  then  what  would  be  its  equivalent  in  ad  valorem  tkx  ? 

Mr.  Fawcett.  It  is  according  to  the  grade  of  wool.  Fifty  per 
cent  shrinkage  wool  25  cents  pet  clean  pound  would  be  12^  cents  per 
grease  pouncV,  and  that  grade  of  wool  is  probably  worth  18  cents  per 
pound  to-day. 

Representative  Sumners.  Under  ordinary  prewar  conditions,  at 
what  price  can  the  American  wool-producing  industry  thrive?  At 
what  price  per  pound  ? 

Mr.  Fawcett.  I  did  not  get  that. 

Representative  Sumners.  Under  prewar  conditions  at  what  price 
per  pound  for  wool  can  the  American  wool  industry  proceed  at  a 
reasonable  profit? 

Mr.  Fawcett.  Be  produced  at  a  reasonable  profit? 

Representative  Sumners.  Yes;  under  prewar  conditions.  ^Vssume 
that  we  are  returning  to  the  general  level  of  prewar  conditions  and 
assuming  that  we  reach  that  level  of  prewar  conditions,  then  what 
price  would  the  American  wool  producer  have  to  receive  for  his 
wool  in  order  to  stay  in  the  business  at  a  reasonable  profit? 

Mr.  Fawcett.  Our  cost  of  production  is  not  complete  for  1920. 
To  the  best  of  our  knowledge  at  the  present  time 

Representative  Sumners.  Normal  conditions. 

Mr.  Fawcett.  We  are  estimating  that  the  present  cost  of  pro- 
duction is  somewhat  reduced  from  1920  costs. 

Representative  Sumners.  Well,  I  do  not  want  that.  I  am  i-eferring 
to  the  pre-Euroi>ean  war  condition. 

Mr.  Fawceit.  I  grant  you  that  is  the  question  I  am  trying  to 
answer. 

Representative  Sumners.  It  is  normal  conditions  I  am  speaking  of. 

Mr.  Fawcett.  Our  cost  is  going  to  be  reduced  (the  running  cost) 
about  one-fourth  of  1919,  which  will  indicate  that  we  must  have 
26  cents  per  pound  net  to  the  grower,  to  make  a  reasonable  profit. 
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Senator  Lenr(X)t.  Assuming:  that  the  conditions  were  now  on  the 
level  that  they  were  before  the  European  war? 

Mr.  Fawcett.  Yes,  sir ;  25  to  26  cents  per  pound. 

Senator  Lexroot.  What  were  you  getting  back  there  ? 

Mr.  Fawcett.  In  1910  we  got  25  cents. 

Senator  Lenroot.  Even  then  do  vou  think  you  were  producing  a 
lot  of  profit? 

Mr.  Fawcett.  That  depends  on  the  mutton,  or  the  lamb.  The 
cost  divided  by  the  Tariff  Commission  is  48  cents  and  52  cents, 
roughly  speaking. 

i^enator  Lenroot.  What  do  you  think  the  cost  will  be  for  this  year? 

Mr.  Fawcetf.  Next  year's  clip  ? 

Senator  Lenroot.  Yes. 

Mr.  Fawcett.  Of  course  you  understand  this  is  an  estimate.  I 
would  estimate  that  the  1922  clip  will  cost  from  26  to  27  cents. 

Representative  Sumners.  Then  a  reasonable,  margin  of  profit — 
Toil  would  have  to  get  a  reasonable  margin  of  profit  ? 

Mr.  Fawcett.  The  cost  of  marketing  is  6  cents  added  to  that. 

Senator  Lexroot.  To  bring  it  to  Boston  ? 

Mr.  Fawcett.  Yes,  sir. 

Senator  Lenroot.  Without  any  profit  to  the  grower? 

Mr.  Fawcett.  Yes,  sir. 

Representative  Sumners.  How  much  would  you  have  to  add  to  the 
fibres  there  in  order  to  give  the  grower  a  reasonable  profit? 

Mr.  Fawcett.  About  40  cents  per  pound  on  the  Boston  market. 

Senator  Lenroot.  That  is  in  the  grease,  is  it? 

Mr.  Fawcett.  In  the  grease ;  ves,  sir. 

Snator  Lenroot.  And  the  ordinary  rate  is  about  between  8  and  9 
tents  in  the  grease,  in  the  specific  rates? 

Mr.  Fawcett.  In  the  specifics  on  the  50  per  cent  shrinkage  12| 
cents. 

Senator  Lfnroot.  Is  that  what  you  figure  the  shrinkage  now — 50 
percent? 

Mr.  Fawcett.  We  figure  the  shrinkage  to-day  less  than  we  did  at 
the  time  of  the  Payne- Aldrich  bill.  That  was  665  by  reason  of  the 
l^ool  being  imported  in  the  natural  state.  Now,  by  reason  of  that 
joker  in  the  Payne-Aldrich  bill  permitting  the  skirting  of  wool  the 
'^ool  has  been  imported  in  a  much  lighter  state,  and  the  fact  of  the 
matter  is  that  the  wool  imported  now  averages  around  48  shrinkage 
instead  of  66§. 

Senator  Lenroot.  Now,  what  is  the  price  of  equivalent  wool  im- 
ported now,  not  speaking  of  carpet  w^ool,  but  equivalent  wool,  which 
jou say  will  cost  vou  33  cents? 

Mr.  Fawcett.  ^Recently  about  half  a  million  pounds  of  full  blood 
)^as  laid  down  at  Boston  at  22  cents.  The  9,000,000  pounds  that  was 
imported  from  May  9  to  July  2,  according  to  the  Bureau  of  Markets, 
averaged  a  trifle  over  16  cents  per  pound  at  Boston.  Now,  for  the 
domestic  grower  to  compete  with  that  the  cost  of  marketing,  6  cents, 
should  be  deducted,  which  would  mean  that  the  western  grower  to 
<^njpete  with  that  would  receive  10  cents  net  at  the  ranch. 

S«iator  Lenroot;  Now,  you  say  there  has  been  a  decline  in  pro- 
duction. I  quite  agree  with  you  about  this  joker  in  the  Fordney  bill, 
but  we  must  admit  when  the  i^ordney  emergency  tariff  went  into  effect 
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we  had  free  wool ;  and  even  assuming  that  we  only  had  a  protective 
tariff  of  7  cents  instead  of  12^  cents  on  the  grease  wool,  I  do  not  see 
why  there  should  be  a  decline  as  against  7  cents  protection  on  the 
previous  bill. 

Mr.  Fawcett.  I  believe  I  can  explain  that.  The  rate  of  exchange 
allows  the  foreign  producer  to  produce  from  25  to  35  per  cent  advan- 
tage over  the  American  grower.  The  British  issue  price  was  31  cents 
a  pound,  which  reflected  a  profit  to  the  grower.  Can  we  compete 
with  them  when  it  costs  them  $2.50  to  run  a  ewe  a  year,  and  allow 
them  a  premium  as  well,  and  will  cost  us  twice  that  amount  under 
normal  conditions? 

Senator  Lenroot.  That  same  condition  prevailed  at  the  time  the 
emergency  tariff  bill  went  into  effect.  You  were  meeting  this  floo4 
of  foreign  competition  then? 

Mr.  Fawcett.  During  the  period  of  the  war  and  subsequent 

Senator  Lenroot  (interposing).  No;  I  am  speaking  of  imme- 
diately before  the  emergency  tariff  went  into  effect. 

Mr.  Fawcett.  This  decline  we  speak  of  now  has  existed  since 
June,  1920. 

Senator  Lenroot.  I  know,  but  you  say  it  is  declining  still.  I  am 
trying  to  get  at  why  it  is  still  further  declining. 

Mr.  Fawcett.  I  can  only  answer  that  as  it  was  answered  before 
This  decline  has  only  been  2^  cents  per  pound,  possibly,  and  that  wa| 
caused  perhaps  by  the  prospect  of  getting  access  to  more  imported 
wool  at  little  or  no  extra  cost.  To  establish  my  point,  when  thi 
emergency  tariff  was  threatened  to  be  effective  it  seemed  to  have  • 
strengthening  effect  on  the  wool  market. 

Senator  Lenroot.  Was  there  an  advance? 

Mr.  Fawcett.  A  little  more  movement. 

Senator  Lenroot.  Where  do  you  think  the  wool  market  would  be 
to-day  except  for  the  emergency  tariff? 

Mr.  Fawcett.  I  can  not  answer  that,  and  I  hate  to  think,  because 
these  South  American  wools  can  be  imported  and  laid  down  in  Boston 
to-day  for  15  and  16  cents  per  pound. 

Eepresentative  Sumners.  Let  me  see  just  a  minute.  You  say  vou 
would  have  to  get  40  cents  in  Boston  to  get  the  cost  of  production, 
cost  of  transportation,  plus  a  reasonable  profit;  is  that  right? 

Mr.  Fawcett.  Approximately  so. 

Eepresentative  Sumners.  Thirty-five  to  forty  cents. 

Mr.  Fawcett.  You  understand  that  these  figures  are  an  estimate. 
We  have  the  45-cent  cost  per  pound  approximated  by  the  Tariff  Com- 
mission, and  we  have  1920  cost  of  running  ewes  within  14  cents  of 
knowing  for  1919,  so  that  we  can  estimate  very  closely  the  cost  of  the 
1920  clip,  which  is  now  being  marketed.  But  with  respect  to  the  1921 
clip  it  is  speculative. 

Representative  Sumners.  Do  you  regard  this  cheap  price  from 
South  America  as  a  temporary  price?  Those  people  under  an  im- 
proved world  condition  probably  would  put  that  price  up. 

Mr.  Fawcett.  No,  sir :  we  recard  that  as  a  permanent  price,  by 
reason  of  their  cheap  land  and  cheap  labor. 

Representative  Sumners.  Then,  if  your  figures  are  correct^  it  seems 
that  you  are  engaged  in  an  industry  that  must  have  practically  a 
100  per  cent  protection. 
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Senator  Lexboot.  One  hundred  and  fifty  per  cent. 

fiepresentative  Sumners.  At  least  150  per  cent.  I  am  putting  it 
conservatively.  You  must  have  more  than  100  per  cent  protection 
in  order  to  be  able  to  go  along.  Even  if  the  South  American  wool 
should  go  to  20  cents  a  pound,  then  you  would  have  to  have  100  per 
»nt  protection,  would  you  not? 

ilr.  Fawcett.  If  the  manufacturers  have  to  have  140  per  cent 

Representative  Sumners.  I  am  not  argning  the  question,  I  am  just 
trying  to  see  what  shape  the  industry  is  in,  what  the  relationship  of 
[he  industry  is  to  the  general  situation. 

Mr.  Fawcett.  We  expect  to  decrease  our  cost  of  production.  We 
ixpect  the  foreign  cost  of  production  to  increase  through  a  period  of 
kkne. 

Representative  Sumners.  I  asked  you  that  question  a  moment  ago, 
ind  you  said  that  you  did  not  expect  it  to  increase. 

Mr.  Fawcett.  We  do  not  expect  it  to  increase  to  our  equivalent. 

Representative  Sumners.  I  did  not  ask  you  that. 

Senator  Lenroot.  He  asked  you  as  to  the  relative  increase. 

Mr.  Fawcett.  Probably  I  answered  that  not  as  I  intended  to 
inswer  it.  We  expect  the  Australian  wool  to  increase  somewhat, 
because  of  their  lands  being  taken  up  for  grain  farming,  and  some- 
what in  New  Zealand,  and  to  a  degree  in  South  America,  but  we  ex- 
pect that  to  be  very  gradual. 

Representative  Sumners.  Yes.  Xow,  then,  what  do  you  figure  to 
be  the  future  of  the  sheep-growing  industry  if,  for  instance,  the 
Congress  should  not  grant  you,  say,  more  than  50  per  cent  protection 
instead  of  100  percent? 

Mr.  Fawcett.  We  expect  to  go  as  far  as  we  can,  and  we  will  be 
forced  out  of  business  when  our  assets  fail. 

Representative  Sumners.  Now,  I  ask  this  question,  and  I  do  not 
•skitm  any  spirit  of  cruelty  at  all. 

Mr.  Fawcett.  I  appreciate  that. 

Representative  Sumners.  If  you  are  engaged  in  an  industry  that 
can  not  operate  with  even  a  50  per  cent  protection,  does  not  that  sug- 
pst  the  possibility  that  that  industry,  so  far  as  this  country  is  con- 
cerned, is  one  not  well  placed?  I  am  not  making  a  statement  at  all 
now,  I  am  just  trving  to  get  your  view  about  it. 

Mr.  Fawcett.  I  do  not  agree  with  you,  Congressman. 

Representative  Sumners.  I  do  not  make  the  statement.  I  ask  the 
ipestion  of  you,  for  your  judgment. 

Mr.  Fawcett.  The  articles  that  we  purchase  should,  if  the  manu- 
facturers enjoy  equal  protection  with  the  producer  of  raw  materials, 
decrease  accordingly. 

Representative  Sumners.  Suppose  the  manufacturer  only  enjoys 
•  protection  of,  say,  35  per  cent  ad  valorem  on  his  goods? 

Mr.  Fawcett.  We  will  be  in  position  to  operate  cheaper,  because 
*«  articles  we  buy  will  be  obtainable  cheaper. 

Representative  "Sumners.  I  do  not  want  to  go  too  far  into  that; 
^  simply  want  to  inquire  into  the  economic  stability  of  the  wool- 
P'^iDg  business  of  tnis  country. 

Mr.  Fawcett.  It  is  not  stable,  and  there  is  no  degree  of  stability 

^^T  the  present  conditions. 
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Eepresentative  Sumners.  If  you  could  reduce  your  interest  rate, 
your  hazards  in  marketing,  and  things  of  that  sort,  then  I  assume 
you  would  be  able  to  produce  cheaper? 

Mr.  Fawcett.  Yes ;  I  presume  so. 

Representative  Sumners.  What  does  the  average  sheep  man  have 
to  pay  on  the  money  that  he  borrows,  including  brokerage  and 
commission  and  trimmings  generally? 

Mr.  Fawcett.  In  the  West  I  would  say  9  to  10  per  cent ;  in  many 
cases  12.    Am  I  right,  Judge  Cowan? 

Mr.  Cowan.  Nine  per  cent  besides  commissions.  The  man  in 
char<re  of  a  loan  company  out  there  testified  before  the  commission 
that  it  was  9  per  cent,  and  then  the  smaller  loans  10  per  cent. 

Mr.  Fawcett.  Yes,  around  10  per  cent  in  the  sections  of  the  West 
that  I  have  been  in  lately.  The  prevailing  prices  are  around  10 
per  cent,  and  in  many  sections  a  bonus. 

Senator  Lenroot.  Sheep  will  always  be'  raised  to  a  certain  extent 
for  the  mutton  value,  with  wool  as  a  by-product  anyway,  will  they 
not? 

Mr.  Fawcett.  To  a  degree,  in  the  corn-belt  States,  where  they 
are  used  as  scavengers.  It  is  estimated  by  the  Department  of  Agri- 
culture, and  this  estimate  was  carried  on  when  the  appeal  went 
forth  to  increase  both  wool  and  mutton — it  was  carefully  estimated 
that  the  number  of  sheep  produced  in  the  corn-belt  States  could  be 
increased  150  per  cent  without  misplacing  other  live  stock,  if  there 
was  any  decree  of  stability  in  the  industry.  It  has  been  a  hit-and- 
miss  proposition.  I  mention  that  simply  to  illustrate  our  possibilities 
if  we  had  a  stable  market  and  were  assured  of  a  reasonable  profit  in 
pursuing  the  industry. 

Eepresentative  Simxers.  Is  it  more  profitable  to  raise  a  mutton 
breed  of  sheep  on  the  range  than  the  wool  breed,  under  ordinarj 
conditions? 

Mr.  Fawcett.  That  would  vary  so,  Mr.  Congressman,  with 
conditions.  We  have  certain  range  conditions  that  are  particu- 
larly adapted  to  the  fine  wool  sheep,  and  by  reason  of  the 
brush  or  dry  weather,  and  the  necessity  of  herding  in  lai-ge 
bunches  no  other  breed  except  the  fine  wool  breeds  are 
practical.  Again,  we  have  in  the  irrigated  sections  of  Idaho 
luxuriant  feeiT,  and  there  we  find  it  practical  to  raise  the  mutton 
breeds  as  they  will  not  herd  well  in  large  flocks,  and  they  must  have 
more  abundant  feeds  than  the  fine  wool  breeds.  The  same  will 
apply  in  the  corn-belt  States.  The  popular  breeds  there  seem  to  be 
the  breeds  more  pailicularly  adapted  to  mutton. 

Now,  Mr.  Chairman,  I  have  four  other  points  that  I  would  like 
to  present,  and  I  will  make  this  as  brief  as  possible.  Shall  I  delay 
until  to-morrow,  or  go  ahead  now  ? 

The  Chairman.  I  think  we  will  have  to  finish  it  to-night.  I  Jo 
not  believe  we  will  be  able  to  get  the  commission  together  to-morrow 
morning.  I  have  not  sent  out  any  notice,  and  it  would  be  very  diffi- 
cult. 

Mr.  Fawcett.  The  fourth  sug«:estion — and  this  is  the  one  that  the 
grower  himself  may  enter  into — is  a  better  system  of  marketing  our 
agricultural  commodities. 

It  is  a  well-known  fact  that  all  of  the  efforts  of  agricultural 
colleges  and  the  various  extension  organizations  have  been  along 
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the  line  of  increasing  production  and  economy  of  production,  but 
nothing  has  been  done  in  regard  to  the  economical  distribution  of 
agricultural  products  until  late  years.  Perhaps  the  methods  of 
distributing  wool  are  more  inadeouate  than  the  distribution  of  any 
other  ag^cultural  commodity.  The  sole  market  and  method  of 
distribution  of  domestic  wool  clip  of  the  United  States  has  been 
through  500  speculators.  Wool  to  be  properly  marketed  must  be 
graded  in  broad  commercial  grades  as  recognized  by  the  wool  trade 
and  marketed  to  the  mill  consumption  through  a  period  of  time. 
Wool  is  sheared  from  the  sheep  in  a  very  few  weeks  but  consumed 
by  the  mills  throughout  the  whole  year.  During  this  period  of 
preparation  for  marketing  the  commodity  must  be  financed.  Gen- 
erally speaking,  it  has  been  financed  by  speculators  who  have  taken 
in  many  cases  excessive  profits  in  so  doing. 

The  American  Farm  Bureau  Federation  has  done  considerable 
work  along  the  line  of  more  economical  distribution  of  wool  to  mill 
consumption.  This  is  done  through  growers  selling  agencies  operat- 
ing at  concentration  points  now  numbering  eight,  which  handled 
approximately  50,000,000  pounds  of  the  1920  clip.  The  principle 
ipon  which  this  method  of  marketing  is  established  is  based  upon 
"commodity  financing  secured  by  warehouse  receipts  and  prepared 
for  market  by  efiicient  selling  agencies.  The  wool  is  held  by  the 
PfTower  and  marketed  direct  to  the  consumer  with  one  fixed  commis- 
ion  which  is  made  at  approximate  cost  of  handling.  In  this  man- 
ner the  grower  is  assured  of  the  full  market  value  for  his  commodity 
ind  is  also  assured  of  a  larger  portion  of  the  consumer's  dollar 
without  increasing  the  retail  price  of  the  finished  commodity  to  the 
consumer  himself.  The  plan  is  not  based  on  hoarding  a  needed  com- 
niodity,  neither  is  it  based  on  controlling  the  commoaity  for  the  pur- 
pose of  regulating  the  price,  but  for  the  purpose  of  shortening  the 
loute  from  the  producer  to  the  consumer.  This  is  certainly  a  justifi- 
able movement. 

In  order  to  successfully  accomplish  this  the  commodity  must  neces- 
sarily be  financed.  If  financed  by  the  grower,  the  financial  burden 
is  scattered  over  a  broad  area,  as  in  the  case  of  the  firm  with  which 
I  am  connected  as  assistant  general  manager.  We  have  at  the  pres- 
ent time  approximately  35,000  consignments  of  wool  in  our  cars,  and 
practically  all  are  financed  by  the  growers  or  their  local  or  corre- 
spondent banks. 

There  seems  to  be  a  disposition  on  the  part  of  the  large  bankers 
and  large  banking  interests  to  favor  commodities  being  financed  in 
the  hands  of  speculators  rather  than  in  the  hands  of  growers.  Is 
there  any  logical  reason  why  the  grower  should  be  denied  the  privi- 
lege of  financing  his  own  product  while  it  is  passing  through  the 
marketing  stage!  It  seems  to  me  that  this  is  a  saving  that  will  be 
not  only  advantageous  to  the  producer  but  to  the  consumer.  There- 
fore, in  our  efforts  to  work  out  a  more  economical  system  of  market- 
ing, we  need  the  support  of  the  Federal  reserve  system  in  commodity 
financing  upon  warehouse  receipts  as  collateral.  This  is  one  of  the 
suggestions,  that  there  should  be  a  more  favorable  attitude  upon  the 
P*rt  of  the  (xovernment  and  the  Federal  reserve  system  upon  this 
method  of  financing,  and  that  Government  licensed  warehouse  re- 
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ceipts  covering  unicumbered  agricultural  commodities  should  be 
recognized  as  acceptable  collateral  for  rediscounting. 

The  fifth  suggestion  we  would  make  is  a  national  law  permitting 
cooperative  marketing  of  agricultural  products. 

In  a  number  of  States  we  have  a  well-organized  system  of  cooper- 
ative live  stock  shipping  associations,  which  have  given  very  satis- 
factory results  in  the  way  of  efficient  transportation  of  live  stock  to 
market.  In  some  of  the  exchanges  we  have  cooperative  commission 
concerns;  although  many  of  the  live-stock  exchanges  refuse  mem- 
bership to  such  organizations. 

In  this  we  are  not  asking  for  any  power  to  control  or  r^ulat^ 
price  of  our  commodity,  neither  are  we  asking  for  special  favors^ 
but  we  are  asking  for  a  Federal  cooperative  marketing  law;  we  a« 
•  asking  for  the  privilege  of  marketing  our  commodity  in  the  most 
economical  way  possible,  thereby  getting  the  producer  and  consumer 
closer  together. 

The  sixth  suggestion,  a  just  tariff  and  equal  protection  for  tha 
woolgrbwer  agamst  foreign  competition,  that  is  accorded  the  manih 
facturer  of  our  commodity. 

We  have  had  in  the  past  various  tariffs  covering  the  wood  schediihl 
but  have  nev€r  had  protection  to  a  significant  degree. 

In  the  Payne-Aldrich  bill,  which  ,was  in  force  previous  to  19fl 
the  tariff  on  wool  was  placed  at  11  cents  per  grease  pound  and  tkj 
compensatory  duty  to  the  manufacturer  of  our  comomdity  was  buii 
upon  such  a  tariff.  A  provision  was  placed  admitting  foreign  wodi 
in  a  skirted  condition,  and  still  the  duty  of  11  cents  per  grease  pouni 
was  applicable. 

The  result  of  this  to  the  domestic  woolgrower  was  to  decrease  thi 
protection  from  11  cents  per  grease  pound  duty  to  approximateW 
6  cents  to  7  cents,  for  by  the  skirting  process  the  clean  conteai 
was  increased  from  38^  per  cent  to  as  high  as  65  per  cent ;  yet  tW 
manufacturer  of  our  commodity  enjoyed  a  compensatory  duty  whid 
was  fixed  upon  the  full  11  cents  per  grease  pound  duty,  and  in  addi- 
tion thereto  a  substantial  ad  valorem  duty  as  protection. 

In  the  Underwood  tariff  bill  that  went  into  effect  March  1,  1914, 
and  was  effective  until  May  27,  1921,  wool  was  placed  on  the  free 
list,  while  the  manufacturers  of  wool  were  protected  by  a  35  per 
cent  ad  valorem  duty. 

We  maintain  that  this  is  an  unjust  discrimination  against  the  pro- 
ducer, as  previously  stated. 

And  now  let  us  look  to  the  Fordney  tariff  bill  that  is  now  before 
Congress  as  to  its  effect  upon  the  domestic  wool  producer. 

From  May  8  to  July  2,  according  to  the  Bureau  of  Markets, 
9,277,614  pounds  of  wool  were  imported  into  this  country  at  a  cost 
to  the  importer  at  port  of  entrv  of  a  fraction  over  16  cents  per  grease 
pound.  The  provision  in  the  Fordney  tariff  bill  in  its  present  form 
provides  for  25  cents  per  grease-pound  duty,  which  if  applied  to  the 
wool  in  Question  would  mean  on  the  basis  of  50  per  cent  shrinkage, 
a  duty  OT  12^  cents  per  grease  pound.  However,  the  proviso  in  its 
present  form  limits  the  protection  to  35  per  cent  ad  valorenni  dutv, 
which,  if  this  wool  is  of  50  per  cent  shrinkage,  will  decrease  the  duty 
to  4.6  cents  per  pound,  instead  of  12^  cents  per  pound,  which  appears 
on  first  reading. 
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The  Chaikmax.  Is  this  carpet  wool  a  heavy  shrinking  wool  ? 

Mr.  Fawcett.  The  carpet  wool  in  itself  is  not  a  heavy  shrinking 

wool.    It  is  a  rather  light  shrinking  wool.     Of  course,  we  are  not 

Me  to  tell  exact  grades  of  those  9,000,000  pounds.    But  50  per  cent 

is  a  very  fair  estimate  of  the  shrinkage  of  the  wool,  and  also  16 

cents  is  a  very  fair  estimate  of  the  cost  of  imported  wools  at  Boston. 

But  what  of  the  compensatory  duty  to  the  manufacturer?  The 
rate  provided  in  section  1108  upon  woven  fabrics  is  30  cents  per 
pound  of  wool  contained  therein.  If  applied  to  this  wool  it  would 
be  the  equivalent  of  an  ad  valorem  duty  of  approximately  100  per 
cent,  while  the  grower's  protection  is  reduced  to  the  vanishing  point 
by  the  35  per  cent  ad  valorem  clause.  I  might  add  that  he  has  a  pro- 
tection duty  in  addition  to  the  compensatory  duty  of  30  cents. 

Kepresentative  Sumners.  They  give  the  protection  duty  to  the 
paanufacturer  and  then  give  him  a  compensatory  duty  and  multiply 
it  three  or  four  times. 

Mr.  Fawcett.  The  tariff  bill  in  its  present  form  is  an  insult  to  the 
intelligence  of  the  domestic  wool  grower,  a  mirage  on  the  horizon 
of  the  sheep  range,  and  I,  for  one,  refuse  to  believe  that  such  was 
the  intention  of  the  Ways  and  Means  Committee.  It  is  stated  that 
the  application  of  the  wool  tariff  is  the  most  difficult  of  all  tariffs 
,  to  understand,  and  we  prefer  to  think  that  it  was  an  oversight  rather 
Vthan  intentional. 

The  Chairman.  It  took  them  an  awful  long  time  to  "  oversight " 
it,  if  that  is  what  they  were  doing. 

Mr,  Fawcett.  The  cost  of  running  a  ewe  and  her  lamb  until  mar- 
keting age  in  Australia  is  approximately  $2.50.  The  transporta- 
tion from  Australia  to  Boston  is  about  the  equivalent  to  transporta- 
fe)n  costs  from  Montana  to  Boston.  It  is  very  plain  to  be  seen  that 
ire  must  have  adequate  protection  equaling  the  difference  in  cost  of 
production  between  the  foreign  and  domestic  wools  if  our  standards 
o{  living  and  the  value  of  our  lands  are  to  be  maintained.  If  no 
protection  is  afforded  we  must  lower  our  plane  of  living  to  that 
of  foreign  competitors,  and  the  value  of  our  lands  must  sink  to 
that  of  foreign  lands.  And  what  is  more  dangerous,  the  standard  of 
thinking  will  also  be  lowered  in  proportion. 

Suggestion  sixth  is  for  a  just  tariff. 

We  are  not  asking  a  protection  in  the  form  of  a  tariff  that  will 
work  a  hardship  upon  the  consuming  public.  It  is  our  contention 
that  a  great  deal  of  misinformation  is  abroad  as  to  the  relative  cost 
of  raw  material  compared  with  the  finished  article,  as  pertaining 
to  wool  and  its  manufactures. 

An  extensive  investigation  made  by  the  Taft  Tariff  Commission 
in  1910  in  regard  to  the  cost  of  the  raw  material,  the  finished  prod- 
^t,  and  each  step  in  the  manufacture  thereof,  and  inasmuch  as  no 
similar  investigations  have  been  carried  on  since  that  date,  and  the 
present  value  of  wool  in  the  grease  is  somewhat  less  than  the  market 
at  the  time  of  the  investigation,  the  findings  are  very  pertinent  to 
the  present  situation.  A  copy  of  this  report  tracing  the  raw  mate- 
rial to  the  finished  product  in  the  form  of  a  choice  worsted  suit  of 
18  submitted  herewith. 


Digiti 


ized  by  Google 


208  AGRICULTURAL  INQUIRY. 

The  case  cited  is  that  of  a  suit  made  from  fancy  worsted  cloth  sell- 
ing in  1910  at  $15.39  net,  wholesale,  and  retailed  at  $25.  The  cost 
of  each  major  process  and  its  relation  to  the  final  retail  figure  was  as 
follows : 


Wool 

Labor  in  making  cloth 

Material  used  in  mill 

Overhead  expense  in  making  cloth 

Profit  in  cloth 

Materials  used  in  clothing  factory 

Labor  used  in  clothing  factory 

Overhead  expense  in  clothing  factory. 

Selling  expense  In  clothing  factory 

Profit  to  clothing  factory 

Gross  profit  to  retailer 


The  Chairman.  Now,  right  on  that  point.  I  understand  that, 
after  the  Ways  and  Means  Committee  had  determined  what  sort 
of  a  duty  if  was  going  to  put  on  raw  wool,  the  Tariff  Commis- 
sion worked  out  the  differentials  in  the  Fordney  tariff  bill. 

Mr.  Fawcett.  I  understand  as  much.  I  fail  to  reconcile  that  witk 
the  report  recommending  the  tariff  levied  on  the  clean  content  duty, 
and  at  the  raate  of  33  cents  per  clean  pound.  I  fail  to  reconcile  th« 
two.    But  I  agree  with  you,  Mr.  Chairman.    I  was  so  informed. 

Briefly  speaking,  the  wool  entering  into  this  suit  of  clothes  retail- 
ing at  $^5,  wholesaling  at  $15.39  was  9  pounds,  valued  at  25  cents  per 
pound,  or  $2.45  for  the  wool  entering  into  this  choice  worsted  suit 
The  cost  of  every  item  is  contained  in  this  table.  The  grower  received 
10.64  per  cent  for  the  wool  entering  into  that  suit  of  clothes.  Th« 
present  price  of  that  same  grade  of  wool  is  below  the  1910  nricej 
You  can  be  the  judge  as  to  the  present  retail  price  of  the  cWc^ 
worsted  suit  that  was  at  that  time  retailing  for  $25. 

Representative  Sumners.  Xow,  under  your  contention  of  the  com^ 
pensatory  duty  which  will  be  levied  under  the  pending  bill,  ho^ 
much  compensatory  dutv  would  be  allowed  to  the  manufacturer? 

Mr.  Fawcett.  The  rule  that  used  to  be  in  vogue  was  4  to  1,  but  I 
see  that  at  present  they  take  a  basis  even  in  excess  of  that,  of  H 
or  4J.  I  would  not  be  sure  whether  it  is  4^  or  4J  to  1.  But  the 
Tariff  Commission  finds  that  9  pounds  of  grease  wool  will  manufac- 
ture 3J  yards  of  cloth.  So  you  can  see  that  possibly  both  are  very 
much  higher  than  is  actually  the  case. 

Representative  Sumners.  What  I  am  trying  to  find  out  is  this: 
With  9  pounds  of  wool  at  the  present  value,  and  the  tariff  schedule 
provided  in  the  Fordney  bill  in  operation,  how  much  protectioD 
would  the  grower  get,  and  how  much  compensatory  duty  would  the 
manufacturer  get  ? 

Mr.  Fawcett.  The  compensatory  duty  should  be  simply  the  equiva- 
lent  

Representative  Sumners  (interposing).  I  mean  under  your  conJ 
struction  of  the  provisions  of  the  pending  bill. 

Mr.  Fawcett.  My  construction  of  that  is  that  the  manufactured 
gets  the  compensatory  duty  based  on  25  cents  per  clean  pound. 
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Representative  Sumners.  No;  I  am  just  using  these  figures  now, 
these  9  pounds.  Just  give  the  amount.  What  is  your  contention  as 
to  the  protection  which  the  grower  would  get  on  that  9  pounds, 
and  what  the  compensatory  duty  would  be  ? 

Mr.  Fawcett.  Under  the  present  Fordney  bill  ? 

Representative  Sumners.  Yes;  the  pending  bill.  How  much  pro- 
tection would  the  grower  get,  and  how  much  compensatory  duty 
would  be  allowed  the  manufacturer? 

Mr.  Fawqett.  That  is  a  mathematical  problem.  I  can  get  it,  how- 
«Ter. 

Representative  Sumners.  Well,  if  it  takes  long  to  figure  it,  pass  it. 

Mr.  Fawcett.  It  is  according  to  the  shrinkage  of  the  wool.    At  50 

Krcent  shrinkage  the  grower  would  receive  35  per  cent  ad  valorem 
ty  or  5.6  cents  per  grease  pound.  The  manufacturer  would  re- 
ceive, under  section  1108,  30  cents  per  clean  pound,  or  $2.70.  He 
toold  receive  30  cents  per  clean  pound  of  the  wool  entering  into  the 
^  yards  of  cloth. 

I  Representative  Sumners.  The  grower  would  get  5  cents? 
j  Mr.  Faw^cbtt.  Yes ;  he  would  get  45  cents  plus. 
I  Representative  Sumners.  Well,  you  use  5  cents  and  45  cents,  and  I 
00  not  know  what  you  mean. 

Mr.  Fawcett.  The  protection  that  the  35  per  cent  proviso  would 
lllow  the  grower  on  9  pounds  of  wool  shrinking  50  per  cent  and 
ralued  at  25  cents  would  be  8.7  cents  per  grease  pound. 

The  Chairman.  Well,  is  that  9  pounds  of  grease  wool  in  the  suit 
rf clothes,  or  is  it  9  pounds  of  clean  wool? 

Mr.  Fawcett.  Nine  pounds  of  grease  wool  in  a  suit  of  clothes. 

Kepresentative  Sumners.  How  much  would  the  total  be?  How 
Bmch  would  you  get  on  that? 

Mr.  Fawcett.  The  grower  would  get  87  cents. 

Bepresentative  Sumners.  Then,  how  much  would  the  manufac- 
tarer  get,  and  how  much  would  be  his  compensatory  duty  under 
joor  construction  of  the  bill  ? 

Mr.  Fawcett.  Under  section  1108  he  would  get  30  cents,  which 
would  be  $1.35. 

Kepresentative  Sumners.  He  would  get  $2.70  compensatory  duty? 

Mr.  Faw^ce^.  I  fail  to  figure  it  any  other  way. 

The  Chairman.  What  is  it,  he  gets  23  cents  a  pound  of  clean  con- 
tent, or  25  cents  ? 

ilr.  Fawcett.  Thirty  cents.    The  compensatory  duty  is  30  cents. 

The  Chairman.  Well,  if  9  pounds  of  grease  wool  shrinks  50  per 
cent  he  would  onlv  have  4|  pounds  clean  in  the  suit. 

Mr.  Fawcett.  Ves. 

The  Chairman.  Four  and  one-half  times  30,  then,  you  would  think 
represented  compensatory  duty? 

Mr.  Fawcett.  All  right ;  what  about  his  protective  duty  ? 

The  Chairman.  He  is  not  talking  about  that.  He  is  talking  about 
compensatorv  duty. 

Mr.  Fawcett.  $1.35. 

Representative  Sumners.  He  would  get  $1.35.  and  the  grower 
would  get  on  it  what? 

The  Chairman.  Forty-five  cents. 

Mr.  Faw^cett.  No  ;  50  cents. 
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Representative  Sumners.  All  right,  now  we  have  got  it.  Thj 
is  all. 

Mr.  Fawcett.  Therefore,  instead  of  the  33  cents  per  grease  p< 
pound  duty  that  the  wool  growers  are  asking,  representing  an  add 
tional  cost  to  the  consuming  public  of  $7.50  per  suit  of  clothes,  as  son 
of  the  rabid  newspapers  represent,  it  would  really  not  increase  tl 
cost  price  of  a  suit  of  clothes  but  little  over  $1  if  the  suit  of  cloth 
was  made  of  pure  virgin  wool ;  and  if  made  of  30  per  cent  to  60  pi 
cent  of  shoddy,  as  a  large  percentage  of-the  suits  are.  it  would  repr 
sent  much  less.  We  want  the  consuming  public  to  know  the  exa 
relation  that  raw  material  bears  to  the  fimshed. 

Suggestion  seventh  is  the  enactment  of  the  truth  in  fabric  lai 

?»roviding  for  the  compulsory  branding  of  commodities  manufacture 
rom  wool  as  to  content. 

The  term  ^'  all  wool "  is  deceptive,  as  was  demonstrated  by  tl 
Federal  Trade  Commission  in  nine  hearings  in  June,  1920,  as  to  tl 
improper  use  of  terms  signifying  and  leading  the  public  to  belief 
that  the  commodity  so  labeled  contained  all  virgin  wooL  and  has  be^ 
used  to  deceive  the  public.  In  each  of  these  cases  the  Federal  Trai 
Commission  found  unfair  practices  and  orders  were  issued  to  desig 

Some  startling  facts  have  been  revealed  in  the  investigations  pd 
taining  to  this  truth  in  fabric  law  now  before  Congress.  In  the  yeaj 
1915,  1916,  and  1917,  the  last  date  obtainable,  there  was  more  woj 
shoddy  manufactured  in  the  United  States  each  year  than  there  wei 
pounds  of  scoured  virgin  wool  produced.  While  some  of  this  I 
exported,  it  gives  an  ioea  of  the  magnitude  of  the  shoddy  industi 
and  the  extent  to  which  the  consuming  public  is  led  to  believe  thj 
they  are  purchasing  commodities  made  from  virgin  wool  when 
large  percentage  of  shoddy  or  reworked  wool  is  contained  therein. 

The  manufacture  of  shoddy  probably  reached  its  zenith  in  19ll 
when  184,000,000  pounds  was  manufactured,  according  to  statist!^ 
obtained  by  the  Federal  Trade  Commission,  and  net  profits  ran  a 
high  as  73  per  cent  from  the  manufacture  thereof.  Is  it  any  mo^ 
than  just  that  the  consuming  public  should  be  apprised  of  the  cot 
tent  of  the  articles  they  are  purchasing?  ! 

A  referendum  was  recently  taken  by  the  American  Farm  Bureaj 
Federation  upon  this  measure.  The  result  was  (and^nly  a  partiij 
vote  was  polled  at  the  time  of  making  estimate)  97,(X)0  votes  in  fav(^ 
of  the  enactment  of  the  "  Truth-in-Fabrics "  law  by  this  Congres^ 
and  471  against,  which  shows  the  public's  attitude  toward  this  mea^ 
ure;  yet  the  bill  has  been  introduced  twice  and  is  yet  without  actioii 

(xentlemen,  there  is  one  thought  I  wish  to  leave  with  you,  and  th9\ 
is  this :  That  when  the  agricultural  industry  sustains  a  loss  in  exces 
of  $4,000,000,000  the  purchasing  power  of  the  largest  group  of  con 
sumei*s  was  impaired  to  just  that  degree  and  we  can  never  get  thj 
business  of  this  country  on  a  firm  foundation  and  again  enjoy  norma 
prosperity  until  the  agricultural  industry  is  prosperous. 

Assuring  you  of  the  desire  of  the  American  Farm  Bureau  Federal 
tion,  the  farmers'  organization,  to  assist  and  support  you  in  youj 
worth}^  efforts,  I  thank  you,  gentlemen,  for  the  time  given. 

The  Chairman.  We  are  very  much  obliged  to  you,  Mr.  Fawcett. 

The  following  statement  from  the  National  Wood  Growers'  Asso^ 
ciation  is  inserted  in  the  record  at  this  point,  as  it  has  a  bearing  on 
the  subject  of  Mr.  Fawcett's  discussion : 
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Salt  Lake  Citv,  Utah,  July  27,  1921, 
To  the  Commission  of  Agricultural  Inqxiry. 

Washington,  I),  C. 
Gentlcmen:  Having  been  informed  that  the  questions  of  marketing  and  of 
aeriCQltnral  credits  wouid  come  l>efore  your  commission  during  the  week  of 
kVigast  Z,  the  National  Wool  Growers'  Association  submits  the  accompanying 
lUtemeot  of  conditions  and  suggested  remedies  for  your  consideration. 

WOOL  MARKETING. 

irttofi  ivgffested. — No.  1 :  It  should  be  made  possible  for  a  woolgrower  hold- 
ng  a  warehouse  receipt  for  unencumbered  wool  to  use  such  a  receipt  q»  col- 
ftteral  at  his  own  bank  without  having  the  amount  so  secured  included  in  his 
Hgular  line  of  credit  from  such  bank.  No.  2 :  Greater  conrtdence  in  consign- 
ment of  wools  (in  preference  to  sale  at  home)  should  be  established  by  pro- 
rtsloo  for  examination  of  accounts  and  books  of  concerns  receiving  the  con- 
^ments.  In  the  ease  of  houses  that  also  speculate  in  the  same  comnuKlity  at 
tte  same  time,  the  provisions  of  the  Federal  warehouse  act  should  be  made 
tteligatory. 

•Vo.i.--Over  one-half  the  wool  produce<l  in  the  United  States  comes  from  17 
Western  States,  in  which  sheep  are  largely  or  chiefly  raised  under  range  condi- 
Hoos.  For  the  marketing  of  the  wool  produced,  no  such  system  has  come  into 
yeration  as  applies  in  the  marketing  of  grain  or  in  the  marketing  of  sheep  or 
■UDbs.  For  the  main  part  the  wool  is  sold  at  home  to  traveling  representatives 
K  efistem  concerns  that  operate  chiefly  on  a  ^)eculative  basis.  In  doing  busi- 
es in  this  manner,  the  clips,  which  vary  from  5,000  to  100,000  pounds  and 
>wf,  are  sold  as  a  whole.  The  best  of  them  contain  three  or  four  different 
^(les  and  a  larger  number  is  common.  This  system  is  an  obstruction  to  the 
riucation  of  the  producer  in  respect  to  the  grade,  shrinkage,  and  quality  of  the 
pfferent  classes  of  wool  contained  in  his  clip.  It  is  still  generally  adhered  to 
prsely  for  financial  reasons.  The  growers,  as  a  rule,  are  compelled  to  market 
Pea  wool  in  accordance  with  their  necessities  rather  than  in  accordance  with 
^ir  Judgment.  The  local  banks  are  accustomed  to  receiving  the  proceeds  of 
*ool  sales  at  shearing  time  to  apply  upon  the  liquidation  of  indebtedness  in- 
wred  during  production. 

In  general  the  banks  have  not  been  Inclined  to  encourage  their  clients  to  con- 
^  their  wools  to  recognized  marketing  centers  for  more  orderly  and  profitable 
wtribntion.  The  banks  have  experienced  great  difficulty  in  the  handling  of 
W«r  secured  by  stored  wools.  The  90-day  limitation  on  such  negotiable  paper 
e  inadequate  for  the  requirements  of  the  situation. 

^o.l—The  principle  of  selling  wool  by  consignment  Is  generally  recognized 
m  financial  conditions  hinder  more  general  practice  along  that  line.  To  some 
flrtent,  confidence  in  the  consignment  method  has  been  impaired  by  unsatlsfac- 
tojT  results.  It  has  been  felt  that  there  Is  no  safeguard  for  correct  returns 
J«er  thau  is  Insured  by  the  integrity  of  the  house  handling  the  consij^iment. 
^<^a  good  many  of  the  houses  receiving  the  consignments  are  also  speculat- 
tap  in  wools  on  their  own  account,  it  is  not  surprising  that  this  feeling  exists. 
U  would  certainly  seem  to  be  to  the  advantage  of  all  concerned  that  the  houses 
"Kti^ing  consignments  and  at  the  same  time  acting  as  sin^culators  should  be 
r^juired  to  handle  their  consignment  business  in  accordance  with  the  provi- 
sions of  the  Federal  Warehouse  Act. 

MARKETING  SHEEP  AND  LAMBS. 

^^^  ^ggested. — Encouragement  of  cooperative  buying  by  consumers. 

The  difficulties  of  satisfactory  marketing  of  sheep  and  lambs  are  by  no  means 
Jj>  ?reat  as  exist  in  the  case  of  wool.  The  principal  difficulty  at  the  pres-ent 
™e  arises  from  the  great  discrepancy  between  the  prmlucer's  price  and  that 
P*'«  by  the  consumer.  Progress  is  being  made  in  cooi)erative  selling  and  buy- 
"12  of  feeder  lambs,  but  the  extremely  high  cost  of  meat  distribution  s-till  goes 
JJ_  It  is  highly  desirable  that  there  should  be  greater  activity  by  governmental 
fl^rtments  in  educational  and  demonstrative  work  for  consumers  upon  the 
iQvantages  of  cooperative  purchase.  This  would  not  need  to  take  the  form  of 
^^ernniental  activity  in  business  but  through  dis-tribution  of  Information,  the 
wlopment  of  a  favorable  sentiment  and  necessary  demonstration,  great  ad- 

!JUJ*8e  could  be  obtained  for  consumers,  and  in  large  part  the  gap  between  the 

P^ow  and  the  ultimate  buyer  could  be  bridged. 
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LIVE-STOCK  CREDITS. 

The  possible  enierjjeiicy  and  permanent  measures  for  improvement  of  live-stock 
finances  were  fully  set  forth  in  statements  submitted  by  the  National  Wool 
Growers'  Association  to  your  commission  under  date  of  Jilly  15.  At  that  time 
one  point  of  great  value  for  present  needs  was  overlooked. 

Action  suggested. — No.  1:  Providing  immediate  loans  on  real  estate.  No.  2: 
Eligibility  to  Federal  Reserve  System  of  30-month8*  paper  secured  by  breeding 
stock.  No.  3:  Relief  from  the  10  per  cent  borrowing  limit  in  the  case  of  smaU 
banks  through  the  oi)eration  of  branch  banks. 

No.  1. — The  present  extreme  di.^^tress  of  Western  wooljrrowers  could  be  miti- 
gated greatly  by  provision  for  inuuediate  loans  on  real  estate.  Eighty  per 
cent  of  range  sheep  owners  would  be  found  in  bankruptcy  to-day  if  payment 
were  demanded  on  outstanding  paper.  The  war-time  profits  were  properly  ran- 
vestod  in  the  sheep  !)usinesj*.  but  the  extreme  exiH'nses  involved  to  prevent  l<»s.v;es 
during  the  winter  of  1919-20  and  the  following  demoralization  of  the  1920  an«l 
1921  wool  markets  have  compelled  even  the  wisest  sheepmen  to  borrow  heavily 
The  banks  are  needing  payment  of  these  loans,  which  payment  can  not  possibly 
be  made  from  the  sheep  themselves.  The  majority  of  these  debtors  have  landi 
which  are  very  lightly  mortgaged,  if  mortgaged  at  all.  They  greatly  need  the 
facility  for  borrowing  ui>on  these  lands  to  repay  pressing  loans  and  also  to 
obtain  the  longer  terme<l  loans  which  they  must  have  in  order  to  koei>  goin? 
unt  I  their  breeding  flocks  can  work  out  of  present  indebtedness. 

The  present  limit  of  $10,0(K)  is  wholly  inadequate  for  this  service.  Also,  the 
limited  funds  now  available  for  the  Federal  land  banks  are  altogether  too 
small  to  furnish  the  neces.sary  service. 

The  available  funds  for  loaning  by  the  Federal  bind  banks  should  be  greatf 
extended  and  the  limit  of  $10000  removed. 

No.  2. — This  matter  was  fully  presente<l  on  pages  8  and  9  of  the  stateraeni 
submiited  on  July  15.  Since  that  date  the  Stmk  Growers'  Finance  Oorporf 
tion  has  announced  its  readiness  to  handle  live-stock  paper.  It  is  advised  \sS 
the  corimration  that  all  loans  must  be  in  the  form  eligible  for  rediscount  bi 
the  Federal  reserve  banks.  It  is  also  stated  that  if  found  satisfactory  loaJi 
"  will  be  extended  or  renewed  for  periods  of  six  months  or  less,  not  exceediH 
a  total  length  of  time  of  30  months  from  the  date  of  the  loan." 

If  it  is  possible  for  the  Federal  reserve  system  to  undertake  the  carr>'iB| 
of  paper  secured  by  breeding  stock  for  a  period  of  30  months  to  relieve  tl* 
present  emergency,  it  would  seem  that  the  same  method  of  relief  should  bl 
made  permanently  availal)le.  When  the  next  stress  comes  valuable  time  vn$ 
necessarily  be  lost  and  the  distress  increased  by  necessity  for  reorganizatiOl 
of  another  corporation  to  perform  a  .service,  the  machinery  for  which  shoull 
be  continuously  available. 

No.  3. — Financing  of  sheep  and  wool  production  Is  greatly  hampered  by  the 
ru'e  limiting  a  single  borrower  to  10  per  cent  of  a  bank's  capital  and  surplus. 
We  do  not  question  the  wisdom  or  safety  of  this  rule.  The  trouble  arise*?  froai 
the  small  c*apita!i7jation  of  the  banks  with  which  sheepmen  logically  do  busi- 
ness. It  is  natural  and  desirable  that  a  sheep  raiser  should  obtain  his  flnanres 
through  his  local  bank.  The  majority  of  these  local  banks  in  the  sheep  raisiuj 
territory  are  capitaMzed  at  from  $25,000  to  $100,000.  The  amount  they  cm 
legally  allow  the  average  sheepman  is  wholly  inadequate  to  his  needs  in  times 
of  stress. 

The  operation  of  branch  banks  would  give  to  country  borrowers  acce.ss  to  the 
larger  res  >urces  of  the  State  biuiks  and  thereby  through  home  connections  render 
possible  the  obtaining  of  cred  t  in  necessary  amounts. 
Very  respectfully. 

National  Wool  Growers"  Association, 
F.y  F.  R.  ^Iakshall,  f^ectctarg. 

We  will  now  adjourn  until  Monday  morning  at  10  o'clock. 
(Thereupon,  at  r).30  p.  m.,  Friday,  August  12,  1921,  an  adjourn- 
ment was  taken  until  Monday,  August  15, 1021,  at  10  o'clock  a.  m.) 
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MONDAY,  ATJOTJST  15,  1921. 

Congress  of  the  United  States, 
Joint  Commission  of  AoRiCLrLTiRAt.  Inquiry, 

Washington^  D,  C 
The  joint  commission  met,  pursuant  to  adjournment,  at  10  o'clock 
.  m.  in  the  hearing  room  of  the  commission  in  the  Capitol,  Kepre- 
jentative  Sydney  Anderson  (chairman)  presiding. 
The  Chairman.  The  commission  will  come  to  order.    The  com- 
nission  this  morning  will  hear  Mr.  Martin  F.  Amorous,  of  Mari- 
ta,  Ga. 
Mr.  Amorous,  you  may  proceed. 

rATEMEHT  OF  ME.  MABTIK  F.  AMOBQUS,  FAEMEE,  OF  MAEI- 
ETTA,  COBB  COUNTY,  GA,  E.  F.  D.  FO.  4. 

Af r.  Amorous.  Mr.  Chairman  and  gentlemen,  1  have  no  hesitation 
asking  for  some  of  your  valuable  time,  because  I  believe  that  this 
>inmission  is  willing  to  welcome  any  suggestion  ^iven  by  the  hum- 
West  citizen  of  this  country,  with  the  great  object  in  view  of  adding 
the  information  which  when  finally  totaled  from  all  parts  of  our 
id  may  aid  in  solving  the  difficulties  and  very  trying  problems 
*  h  confront  the  Nation.    And  perhaps  you  will  permit  me  to  say 
this  point  that  there  is  no  commission  which  has  a  harder  or 
■Kgger  duty  to  perform  than  the  one  on  which  because  of  your  pecu- 
^Jiar  fitness  you  gentlemen  have  the  honor  to  serve. 

I  am  engaged  in  farming  in  Cobb  County,  Ga.  I  do  not  present 
ayself  as  a  "know  it  all";  my  excuse  for  responding  to  your  sum- 
Einons  is  rather  after  the  order  of  an  "elder  statesman,"  that  per- 
Echance  from  my  experience  of  many  years  I  may  contribute  some- 
f thing  from  history,  hoping  it  may  be  of  value  to  us  all. 

The  disorder  in  our  economic  life  now  spreading  all  over  our 
:  country,  threatening  the  living  of  all  our  people,  is  not  due  to  any 
j  natural  cause.  Fundamentally  we  all  derive  our  living  through  labor 
:  from  nature  by  agriculture  and  commerce. 

Money  as  the  mill  to  which  we  must  take  our  com  to  grind  has 
taken  too  much  toll.    The  farmer  is  "  busted '' — and  I  refer  more 
I  particularly  to  the  cotton  farmer ;  and  when  I  use  the  word  "  farmer  " 
I  use  it  because  I  am  one  myself. 

I  repeat,  the  farmer  is  "  busted,"  his  merchant  is  crippled,  his  bank 
a  cold-storage  house  for  frozen  credits.  That  is  about  the  clearest 
wav  I  can  put  the  situation. 

iTiat  money  is  taking  too  great  a  toll  is  illustrated  "by  the  case  of 
t  Negro  farmer  who  placed  a  wagonload  of  tobacco  in  a  warehouse 
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and  some  time  thereafter  ordered  its  sale.  When  the  account  was  mat 
up  the  Negro  owed  the  warehouseman  54  cents.  The  warehousema 
said  to  the  Negro,  "  Mose,  just  bring  me  a  chicken  the  next  time  yo 
come  to  town.  In  about  two  weelS  the  Negro  came  in  and  he  ha 
two  chickens.  He  said,  "  Boss,  here's  your  chickens."  The  war< 
houseman  said,  "  But,  Mose,  you  only  owe  me  one  chicken."  Tli 
Negro  replied,  "  Yes,  Boss,  I  taiow  dat;  but  I  brings  another  wagoi 
load  of  tobacco." 

We  must  all  admit  that  disaster  exists  in  our  economic  life.  M 
W.  P.  G.  Harding,  governor  of  the  Federal  reserve  system,  wrote : 

The  Uvlng  of  aU  begins  w!th  the  farmer,  and  anything  that  aftects  his  buyii 
power  is  soon  reflected  in  the  business  of  the  merchant  and  the  manufacture 
The  farmer  should  be  aided  and  stimulated  to  the  full  measure  of  his  harvest 

Now,  gentlemen  of  the  commission,  what  I  have  to  say  and  ai^ 
comments  I  may  make  are  along  the  line  of  proving  my  theory  th^ 
the  cause  of  our  economic  failure  is  due  entirely  to  money  taking  t<j 
much  toll  from  trade  and  industry. 

Never  in  the  history  of  the  land  has  any  nation  suffered  a  busineS 
depression  following  a  season  of  bountiful  crops.  There  can  not  11 
an  overproduction  of  any  commodity  essential  lor  the  living  of  maj 
unless  you  measure  it  by  money. 

The  need  of  man  is  a  living — food,  clothing,  and  shelter.  The^ 
three  things,  all  and  each,  being  the  product  of  labor,  comprise  tq 
real  wealth  of  a  people. 

In  the  organization  of  society,  to  labor  in  the  pursuit  of  a  livin 
there  are  but  two  systems,  namely,  the  system  of  agriculture  an 
the  system  of  commerce.  The  first  is  the  actual  producer  and  th 
second  is  the  exchange,  barter,  or  distribution  of  one  man's  produc 
with  the  other. 

Following  these  primary  and  natural  lines,  there  is  no  reasoj 
why  the  people  of  this  country  should  ever  have  a  business  depres 
sion — unless  we  suffer  a  famine  of  our  crops.  Hence  there  is  n^ 
fundamental  cause  for  the  depression  now  spreading  over  this  coun 
try,  threatening  the  living  of  all  the  people,  in  a  land  of  plenty. 

The  statement  that  we  must  suffer  for  bread  because  the  peopl^ 
of  Europe  have  lost  their  buying  power  is  neither  sound  nor  trud 
George  Washington  and  our  forefathers  proved  this  even  while  aj 
war,  and  during  a  period  when  they  had  less  real  wealth  than  w^ 
have  to-day.  Hence,  as  all  we  can  get  from  Europe  is  gold,  ancj 
as  we  can  not  eat  gold,  nor  is  gold  raiment,  nor  will  gold  keep  th^ 
rain  out  of  our  houses,  wherein  can  we  be  in  need  of  more  gold  from 
them? 

Currency  was  introduced  into  society  as  an  instrument  of  com^ 
merce.  Various  articles  were  used  in  the  primitive  exchange  of  prod- 
ucts, from  cattle  to  salt,  and  metals  finally  became  the  more  popular- 

During  the  administration  of  President  Cleveland  we  adopted  a 
standard  and  fixed  the  unit  dollar  at  25.8  grains  of  gold — this  being 
fixed  by  "  fiat "  of  Congress.  At  that  perimi  we  were  debtors  to  for- 
eign countries  to  the  extent  of  $2,500,000,000  in  gold,,  and  while  it  was 
argued  against  the  adoption  of  a  gold  standard  "  that  it  would  be  a 
physical  impossibility  for  this  country  to  ever  produce  $2,500,000,000 
m  gold  the  favorable  argument  was  made  that  it  could  be  paid  off 
with  32,000,000  bales  of  cotton,  and  the  sustaining  argument  was  that 
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Y^^ving  a  monopoly  of  cotton  ii  the  Government  would  take  over 
^fxe  cotton  crop,  handling  it  as  a  merchant,  charging  a  reasonable 
price  to  foreign  countries,  that  debt  could  be  paid  off  with  18,000,000 
^lUes  of  cotton,  and  the  South  could  be  pushed  up  to  produce  it  in 
oBB  year." 

We  thus,  by  legislation,  added  a  third  system  to  the  science  of 
political  economy,  and  really  limited  agriculture  and  commerce  and 
all  their  expansion  and  development  to  the  amount  of  available  gold 
mni  credit  based  on  gold. 

Gov.  Harding  in  his  book  on  the  finances  and  policies  of  the 
Federal  reserve  system  lays  down  this  truism,  "  that  no  matter  how 
desirable  a  continued  expansion  of  trade  and  commerce  may  be  it 
must  acconunodate  itself  to  the  amount  of  capital  and  credit  avail- 
dbku^^  That  at  this  time  is  lunited  to  $2,500,000,000  to  $3,000,000,000 
of  gold,  that  we  now  have  in  this  country. 

U  soon  developed  that  with  the  limited  supply  of  gold  this  great 
Nation  could  not  develop  but  a  small  portion  of  its  resources;  nor 
tfpold  it  continue  the  necessary  amount  of  conmierce  for  an  increasing 
jK>pnlation.  So  in  an  effort  to  provide  a  greater  credit  of  capital 
Chan  our  stock  of  gold  suppliea,  we  adopted  the  Federal  reserve 
system  of  banks.  In  this  act,  the  Congress  implied  an  elastic  system 
of  cun-ency  equal  to  all  the  needs  of  agriculture  and  commerce.  That 
^was  the  f undiimental  intention  of  that  law. 

It    had    the   indorsement   in   these  essentials   of  manv   eminent 

fiianciers.     It  began  business  in  1915  with  a  capital  oi  less  than 

^00,000,000  all  subscribed. by  member  banks,  which  are  limited  to 

Teceive   6  per  cent  on  its  earnings,  all  other  earnings  going  to  the 

Covemment  as  a  franchise  tax,  and  to  surplus  account.    While  no 

limit  was  fixed  for  it,  of  an  amount  that  it  might  retain  as  a  surplus, 

Ae  law  did  provide  that— r"  one-half  of  the  net  earnings  shall  go  to 

ftsarplus  fund  of  the  bank  until  it  will  amount  to  ^  per  cent  of 

ttfr  capital  stock." 

This  surplus  to-day  is  $202,000,000,  or  200  per  cent  of  the  paid-in 
capital  stock.  It  further  provided,  that  "  the  net  earnings  going  to 
tte  Government  can  be  used  in  the  discretion  of  the  Secretary  of  the 
Treasury  to  supplement  the  gold  reserves,  or  be  applied  to  a  reduc- 
tkn  of  the  bonded  indebtedness  of  the  Government." 

The  last  report  of  the  Federal  reserve  banks  shows  $2,400,000,000 
i«f  earning  assets,  which,  at  the  late  rate  of  7  per  cent,  would  show 
■•168,000,000  interest  earned  last  year  on  its  $101,000,000  of  capital. 

With  this  statement  of  facts  it  is  apparent  that  this  "expansive 

; currency  system"  has  also  the  power  to  contract  the  currency  and 

tTetire  money  from  its  only  public  use,  circulation.    Money  has  no 

tilue  to  man  except  as  a  circulating  medium.    And  the  continued 

expansion  and  increasing  development  of  trade  and  industry  can 

:*eu!h  a  height  that  the  functioning  of  the  Federal  reserve  banks 

^1  of  itself  pull  them  down — the  greater  the  loans  and  discoimts 

^d  corresponding  increase  in  deposits  requiring  the  retirement  of 

fMd  as  resen^es. 

!     Senator  McNaby.  Let  me  ask  you  a  question  right  there :  Are  you 
'  'fading  from  a  speech  made  by  somebody  or  is  it  something  you  have 
i^tepared? 

Mr.  Amorous.  It  is  from  something  I  have  written,  though  I  am 
H'aoting'  from  what  Mr.  Harding  and  others  have  said. 
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Senator  McNary.  I  was  wondering  whether  it  was  your  own  state- 
ment  or  something  that  somebody  else  had  said  or  written. 

Mr.  Amorous.  Yes,  sir ;  this  is  something  that  I  prepared.  But 
these  figures  came  from  the  Federal  reserve  bank  reports.  I  might 
explain  that  I  am  not  here  to  criticize  Mr.  Harding,  or  the  Federal 
Reserve  Board,  or  anybody  else.  But  personally  I  had  an  inter- 
view with  Mr.  Harding  last  October,  in  which  I  outlined  a  forecast 
of  conditions  that  were  coming  according  to  my  view — that. if  cot- 
ton were  sold  at  20  cents  a  pound  it  would  impoverish  the  South,  and 
if  the  individual  farmers  withheld  their  cotton  from  the  market  it 
meant  bankruptcy  for  the  merchants  and  the  banks.  And  while 
on  that  subject  I  might  say  that  Mr.  Harding  thought  I  was  "unduly 
alarmed."  He  said  that  within  80  days  cotton  would  advance  in 
price,  the  farmers  would  sell  a  part  of  their  crop,  pay  off  theii'^iebta 
and  everything  would  go  on  all  right.  That  was  a  difference  in  judg- 
ment, that  is  all.  I  have  no  doubt  he  was  sincere  in  his  belief,  sc 
that  any  reference  I  may  make  to  anybody  is  not  personal,  is  nq» 
meant  as  a  personal  criticism.  I  am  willing  to  grant  that  every 
body  else  is  as  honest  as  I  am.  I  only  claim  that  nobody  is  mow 
honest  than  I  am.  Money  has  no.  value  to  man  except  as  a  circa 
lating  medium.  You  gentlemen  no  doubt  understand  what  I  al 
leading  up  to,  which  is  that  the  cause  of  our  depression  is  d4 
entirely  to  money  taking  too  much  toll  out  of  trade  and  industrf 
I  may  be  getting  a  little  far  off  the  particular  subject,  but  will  conj 
back  in  the  end  to  the  argument  to  sustain  my  position.  ] 

As  you  gentlemen  well  know,  if  you  go  to  a  bank  and  borr<i# 
$1,000  you  give  ypur  note  and  take  it  over  to  the  receiving  tell^ 
and  deposit  it.  The  statement  of  the  bank  for  that  day  will  sho» 
an  increase  in  loans  and  di^ounts  of  $1,000,  and  an  increase  i| 
deposits  of  $1,000,  and  an  increase  in  reserve  of  $80,  being  8  ptf 
cent,  without  using  a  single  dollar  of  cash.  5 

The  Chairman.  That  increase  in  reserves  of  $80  would  not  ij 
held  in  the  bank's  vault.  That  would  be  $80  held  as  a  reserve  hj 
the  Federal  reserve  bank,  I  suppose? 

Mr.  Amorous.  You  may  be  more  correct  than  I  on  that,  but  thi 
member  bank  must  hold  a  certain  percentage  of  reserve,  sometime 
7  per  cent  or  8  per  cent  or  15  per  cent,  according  to  how  near  thi 
bank  is  to  the  reserve  center. 

I  think,  however,  the  exact  amount  is  really  immaterial,  for  thi 
principle  I  am  trying  to  lay  down  is  that  they  have  to  providi^  I 
reserve  or  a  '4ioarding." 

The  Chairman.  That  is  true;  but  I  think  it  would  be  wrong  im 
the  impression  to  prevail  that  that  reserve  is  held  in  the  vamt  ol 
the  bank,  because  it  is  not.  It  is  a  reserve  held  now  in  the  Feden^ 
resei-ve  bank.  i 

Mr.  Amorous.  There  is  some  reserve  they  must  retain  themselves.i 

The  Chairman.  A  member  bank  is  not  required  to  hold  any  reserve 
at  all  in  its  own  vault  if  it  is  a  member  of  the  Federal  reserve  system. 

Mr.  Amorous.  The  point  is  that  a  reserve  must  be  maintained 
against  deposits.  It  is  done  without  the  depositor  paying  a  single! 
dollar  of  cash  in  the  bank  in  the  case  I  have  mentioned.  | 

Senator  Lenroot.  They  have  $80  that  could  not  be  utilized  ?  ! 
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Mr.  Amorous.  It  is  hoarded.  That  is  the  point — that  legitimate 
operations  will  cause  the  hoarding  of  money  in  that  way,  thus  con- 
tracting the  circulating  medium. 

The  Chairman.  I  think  that  statement  would  have  been  true  under 
the  old  national  banking  system,  but  I  doubt  very  much  if  it  is  true 
under  tlie  present  system. 

Mr.  Amorous.  Mr.  McFadden  told  me  that  if  all  of  the  banks  of 
the  country — I  believe  some  20,000  or  30,000  of  them — were  to  comply 
I  with  the  requirements  of  the  Federal  reserve  system  we  would  not 
I  have  any  money  in  circulation. 

Tlie  Chairman.  I  think  there  must  be  some  misunderstanding  of 
the  situation. 

Mr.  Amorous.  Inasmuch  as  there  is  only  $3,000,000,000  of  gold 
»in  this  country,  and  the  Federal  reserve  bank  is  collecting  interest 
on  $2,400,000,000,  it  is  plain  to  see  that  it  is  only  a  question  of  time 
when  all  the  real  money  will  be  owned  by  the  Federal  reserv  e  bank. 
I  I  mentioned  that  to  a  banker  the  other  day  and  told  him  it  was 
I  only  a  question  of  time  when  thev  would  get  all  of  the  money,  and 
|he  replied  "  They  have  it  all  now.'' 

f  Representative  Sumners.  Do  you  mean  owned  or  held? 
p  Mr.  Amorous.  I  will  give  you  a  little  concrete  illustration  of  what 
^happened  in  1915  and  you  will  see  the  point  I  am  making.  While 
it  is  true  that  the  member  banks  have  from  $15,000,000,000  to 
^17,000,000,000  of  loans  and  discounts,  earning  $1,200,0(X),000  to 
$1,360,000,000  in  interest  each  year,  it  is  also  possible  for  the  Federal 
leserve  bank,  acting  as  a  "  kitty,"  to  in  time  hold  all  the  banks'  gold, 
is  gold  is  not  being  produced  as  fast  as  they  are  gathering  it  in  on 
discounts. 

1   Senator  Lenroot.  You  mean  by  that  simply  that  the  expansion  of 
wedit  could  reach  such  an  extent  that  if  we  restricted  the  circulat- 
ing medium  it  would  impair  the  resen^es? 
I   Mr.  Amorous.  No  ;  the  Federal  reserve  banks  will  have  it  all. 
J    rhe  Chairman.  If  you  mean^^old  they  have  it  all  now,  practically, 
I  laven't  they  ? 

Mr.  Amorous.  That  is,  all  the  real  money,  gold. 
P=    Representative    Sumners.  But  as   credits  were   contracted   they 
'.  would  withdraw  the  reser\'es  from  the  Federal  reserve  bank? 

Mr.  Amorous.  I  am  not  a  banker,  but  a  farmer.    I  am  looking  at 

the  situation  from  the  point  of  a  man  up  a  tree,  a  man  on  the  farm. 

Representative  Sumners.  When  a  bank  makes  a  loan  it  sends  a 

certain  amount  of  money  on  hand  to  the  Federal  reserve  bank  to  be 

I  held  as  reserve  ? 

I    Mr.  Amorous.  Yes,  sir. 

Representative  Sitmners.  Until  it  gets  to  the  point  where,  you  say, 
the  banks  can  not  loan  any  more  money,  because  it  has  no  more  money 
to  loan.   That  is  your  theory  ? 
Mr.  Amorous.  Yes,  sir. 

Representative  Su:mners.  But  as  the  loans  began  to  contract  would 
not  they  begin  to  draw  down  the  reserves  ? 
Mr.  Amorous.  Not  necessarily. 
Representative  Sumners.  Why  not  ? 
Mr.  Amorous.  The  reserve  increases. 
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Representative  Sumners.  Not  when  they  contract  their  loans. 
When  a  loan  is  paid  off  at  a  bank,  then  it  is  entitled  to  drawn  down 
some  of  this  reserve. 

Mr.  Amorous.  That  is  true.  They  could  get  continual  credit  at  the 
bank  for  rediscount ;  yes,  sir. 

The  Chairman.  You  may  proceed  with  your  statement. 

Mr.  Amorous.  That  money  is  taking  too  much  toll  from  trade  and 
industry  is  borne  out  by  the  statement  of  the  Federal  Reserve  Board, 
page  68,  and  I  am  quoting  from  their  book  : 

That  a  charge  to  depositors  on  checks  of  10  cents  per  $100  upon  the  business 
handled  by  the  Federal  reserve  banl^s  last  year  would  have  cost  commerce  and 
industry  $135,000,000. 

That  is  more  than  the  capital  of  the  Federal  reserve  bank,  that 
amount  charged  in  one  year. 

The  Chairman.  In  your  argument  you  are  making  no  distinction 
whatever  between  deposit  currency,  credit,  and  asset  currency  or 
gold  currency.  That  distinction  is  absolutely  essential  in  order  to 
arrive  at  any  conclusion  at  all  with  respect  to  the  Federal  reserve 
system.  The  statement  you  have  just  made  illustrates  that  fact— 
the  exchanges  that  are  accomplished  by  deposit  currency  through 
checks  is  probably  as  much  as  25  times  as  great  as  the  exchanges 
effected  by  money  currency. 

Mr.  Amorous.  Yes.  You  see  my  point  is  to  show  what  money  has 
taken  from  trade  and  industry;  they  have  not  left  them  the  "auid 
pro  quo"  from  the  products  of  exchange;  they  have  taken  it  all  in 
through  this  system. 

The  Chairman.  You  are  undertaking  to  do  that  on  the  basis  of 
money  currency,  omitting  the  factor,  which  is  the  biggest  factor  in 
the  equation,  of  deposit  currency,  check  currency. 

Mr.  Amorous.  That  is  all  true,  but  it  is  not  necessary  for  me  to 
develop  that  in  order  to  prove  the  proposition  I  have  laid  down — 
the  proposition  of  what  has  caused  our  decline.  The  lifeblood  of 
commerce  has  been  hoarded  in  the  banks,  taken  from  legitimate  trade 
and  industry,  legitimately  taken  from  commerce. 

Senator  Lenroot.  Take  your  own  illustration,  of  a  man  borrowing 
$1,000,  which  is  placed  to  his  credit.  Deposits  are  increased  by 
$1,000  and  loans  and  discounts  are  increased  by  $1,000.  Do  you  as- 
sume that  that  $1,000  stays  in  the  bank  to  the  man's  credit? 

Mr.  Amorous.  Very  often  it  is  not  there  at  all. 

Senator  Lenroot.  iBut  you  assume  that  the  credit  stays  there  ? 

Mr.  Amorous.  Yes,  sir;  he  checks  against  it  from  time  to  time. 

Senator  Lenroot.  Of  course.  But  assume  that  that  deposit  is 
immediately  drawn  down  to  the  extent  of  the  loan. 

Mr.  Amorous.  Not  always. 

Senator  Lenroot.  Often. 

Mr.  Amorous.  Suppose  you  wanted  to  borrow  about  $60,000.  They 
would  take  a  note  from  you  for  about  $70,000  and  charge  you  the 
legal  rate  of  interest,  which  is  8  per  cent  in  our  State — Georgia — on 
the  $70,000,  but  would  give  you  authority  to  draw  on  only  $60,000. 
That  is,  they  give  a  credit  of  $70,000,  but  you  must  promise  not  to 
draw  down  more  than  $60,000. 

Senator  Harrison.  Is  that  the  practice  in  the  State  of  Georgia? 
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Mr.  Amorous.  Yes,  sir;  but  they  learned  it  from  somebody  else. 
In  1915,  "to  move  the  cotton  crop,"  Mr.  McAdoo  deposited 
$15,000,000  of  Treasury  money  in  the  Federal  reserve  banks  of  Rich- 
mond, Atlanta,  and  Dallas.  Thev,  in  turn,  deposited  this  money 
in  the  member  banks,  which  member  banks  loaned  it  at  6  per  cent 
to  individuals — and  that  is  a  reasonable  rate  of  interest,  6  per  cent — 
taking  their  notes  and  indorsing:  them  they  got  $15,000,000  more 
from  the  Federal  reserve  bank.  That  they  repeated  again  and  again 
until  they  had  loaned  out  $125,000,000  at  6  per  cent,  or  48  per  cent 
was  earned  on  the  original  deposit  of  $15,000,000.  Like  a  game  of 
poker,  when  one  man  wins  all  the  money  the  game  stops.  Money 
as  a  mill  is  taking  all  the  corn  for  toll. 

And,  gentlemen  of  the  commission,  if  all  the  money  in  the  country 
were  handled  at  one  time  in  the  same  way  it  would  only  take  two 
jears  for  the  banking  interests  to  own  all  of  it — 48  per  cent  in  one 
year  would  approximate  100  per  cent  in  two  years. 

The  statement  made  by  the  F^ederal  reserve  banks  shows  that  they 
hgd  a  little  less  than  $100,000,000  when  they  started— around  $90,- 
000,000.  In  six  years,  according  to  the  last  statement  issued  a  few 
weeks  ago,  they  had  $202,000,000  of  surplus  and  $42,000,000  of  "  re- 
serves for  franchise  taxes."  And  they  had  expended  $18,000,000  in 
buildings.  Their  overhead  expenses  were  about  20  per  cent  of  the 
earnings  since  they  were  organized.  You  will  see  at  that  same  ratio 
it  is  only  a  question  of  time  when  they  will  have  all  the  .money  we 
have  in  the  country,  gold  being  .the  only  money.  They  have.  I  think, 
aow  $2,500,000,000  of  actual  gold  in  the  Federal  reserve  banks.  Of 
wurse,  for  some  of  that  they  have  notes  out  against  it.  I  think,  ac- 
cording to  the  last  statement,  they  had  83  per  cent  as  against  cir- 
culating notes. 

Those  who  questioned  the  bankers'  statement  that  they  have  no 
nwney  to  leiid,  with  these  facts  before  them,  can  have  no  doubt  of 
its  truth.    They  have  told  us  that  right  along. 

Senator  Harrison.  Is  that  true  now  ? 

Mr.  Amorous.  No,  sir;  not  now,  but  it  is  discriminatory  in  a  way. 
h  December  of  last  year  I  went  with  a  farmer  with  his  warehouse 
receipts  for  28  bales  of  cotton,  when  he  wanted  $60  with  which  to  pay 
Hs  taxes,  and  they  would  not  lend  him  a  dollar  on  it. 

Kepresentative  Sumners.  What  did  they  say? 

Mr.  Amorous.  They  said  they  did  not  have  the  money.  I  went  to 
the  head  of  the  Federal  reserve  bank  in  Atlanta  about  it,  and  he  said, 
"Martin,  you  can  go  and  tell  any  one  of  the  bank  presidents  " — and 
1  knew  them  all —  that  we  will  lend  them  all  the  money  they  want 
on  agricultural  paper."  So  the  first  bank  president  I  struck  I  men- 
tioned it  to  him,  and  he  said,  "  Yes,  Martin,  I  know  that ;  but  the  rate 
of  interest  they  charge  us  robs  us  of  all  profits  in  the  transaction, 
ttd  we  can  not  do  it." 

Senator  Harrison.  What  is  the  interest  charge  ? 

Mr.  Amorous.  Eight  per  cent,  limited  by  the  law  of  the  State. 

Senator  Harrison.  What  did  the  Federal  reserve  banks  charge  ? 

ifr.  Amorous.  I  am  pretty  sure  it  was  7  per  cent  at  that  time. 
1  believe  there  are  certain  penalties  in  regard  to  member  banks, 
that  they  have  to  pay  a  certain  larger  amount  after  they  reach  a 
certain  amount  of  discount. 
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Senator  Harrison.  It  is  a  progressive  rate  ? 

Mr.  Amorous.  Something  like  that. 

Kepresentative  Sumners.  Did  those  banks  claim  they  had  gotten 
into  a  position  where  the  progressive  rate  of  interest  had  hegun 
to  operate? 

Mr.  Amorous.  No  ;  they  did  not  say  that,  but  that  they  could  reach 
that  point. 

Representative  Sumners.  What  is  your  judgment  about  the  situa- 
tion? Was  the  progressive  rate  about  to  come  into  effect  or  did 
they  not  want  to  lend  the  money  ? 

Mr.  Amorous.  My  judgment  is  that  they  did  not  have  the  money, 
that  they  told  the  truth  about  the  situation.  The  banks  in  the  South 
had  loaned  about  $200  for  each  bale  of  cotton  that  was  grown,  and 
that  bale  of  cotton  was  only  worth  $50.  Their  only  means  of  get- 
ting the  money  back  was  through  the  sale  of  the  cotton  by  the  fanner 
who  grew  it.  They  did  not  sell  the  cotton.  It  is  said  there  are 
500,000  bales  of  cotton  in  the  farmers'  hands  now,  and  they  won't 
sell  it  to  pay  their  debts. 

Senator  McNary.  You  mean  more  than  500  bales,  do  you  not? 
*  Mr.  Amorous.  Oh  yes;  500,000  bales.  There  are  $471,000,000  of 
loans  and  discounts  in  the  banks  of  Georgia  now.  The  farmers  owe 
the  retailer,  and  I  do  not  believe  the  retailers  averaged  over  10 
per  cent  in  collections  last  year.  The  fertilizer  companies  are  in 
something,  like  the  same  boat.  The  American  Chemical  Corpora- 
tion collected  32  per  cent  last  year,,  and  they  have  the  merchants 
between  them  and  the  farmer  in  most  cases.  The  Armour  people 
collected  about  25  per  cent  of  their  debts  last  year.  So  that  the 
means  of  repayment  is  not  there.  The  loans  made  are  at  the  rate 
of  $150  a  bale  more  than  the  cotton  will  bring  as  it  stands  to-day. 
They  loaned  at  the  rate  of  about  $200  a  bale  on  the  crop  grown. 

Senator  Lenroot.  Then,  instead  of  the  banks  making  all  the  money, 
they  stand  to  lose  a  lot  of  money  ? 

Mr.  Amorous.  The  farmer  invested  that  $200  a  bale  in  mules  from 
Missouri,  corn  from  Iowa,  wheat  from  Minnesota,  automobiles  from 
Detroit,  and  fertilizer -from  New  York  and  Boston.  That  is  about 
the  way  they  stand  on  that  $200  a  bale  loaned  the  farmers,  and  it 
is  not  there. 

Senator  Harrison.  Of  course,  when  the  farmers  borrowed  that 
much  money  on  a  bale  of  cotton  tne  cotton  was  selling  at  a  ver}^  much 
higher  price  ? 

Mr.  Amorous.  It  was  selling  at  45  cents  a  pound  at  that  period. 
One  bale  of  cotton  would  have  paid  the  loan. 

Senator  Harrison.  And  the  price  of  cotton  afterwards  went  down! 

Mr.  Amorous.  Yes,  sir. 

Senator  Harrison.  The  head  of  the  Federal  reserve  bank  at  At- 
lanta told  you  they  could  loan  member  banks  all  the  money  they 
wanted  on  argicultiiral  paper? 

Mr.  Amorous.  Yes,  sir. 

Senator  Harrison.  And  you  went  back  to  the  member  banks  and 
they  said  that  was  true  but  that  the  rate  was  so  high  they  could  no( 
make  anything  out  of  it? 

Mr.  Amorous.  Yes,  sir. 
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Senator  Harrison.  Because  of  the  progressive  rate.  And  of 
course  thev  had  to  indorse  the  paper  they  discounted  at  the  Federal 
reserve  bank? 

Mr.  Amorous.  Yes,  sir. 

Senator  Harrison.  That  was  the  reason  why  the  farmers  could  not 
get  money  at  that  time  ? 

Mr.  Amorous.  Yes,  sir;  that  was  it  at  that  particular  time.  It 
was  also  true,  while  I  have  seen  it  stated  otherwise,  that  the  banks 
would  not  let  farmers  have  as  much  credit  as  they  would  manu- 
facturers or  even  speculators.  The  farmer  never  had  his  collateral 
in  the  same  shape  for  pledging  it  as  the  manufacturer  did.  He  did 
not  have  his  product  in  a  warehouse  or  an  insurance  receipt  for  it. 
fliere  are  a  good  many  reasons  why  the  banks  could  not  give  them 
rredit.  As  to  the  banks  in  the  south,  their  proper  function  is  to 
furnish  money  to  make  the  crop  with,  and  they  then  have  no  money 
to  lend  on  the  crop  when  gathered.  It  has  been  the  custom  for 
vears  that  they  would  have  to  go  to  New  York — before  we  had  the 
Federal  reserve  bank  system — to  borrow  money  on  customers'  paper, 
whatever  amount  they  could  use,  for  moving  the  crop  as  we  call  it. 
With  the  organization  of  the  Federal  reserve  system  those  banks 
were  limited  to  their  discounts  to  the  Federal  reserve  bank  in  their 
district.  Theoretically  they  can  borrow  anywhere — from  anv  other 
member  bank  for  instance — ^but  practically  the  rate  being  Axed  so 
that  they  can  have  no  profit  in  it,  they  do  not  do  it  unless  forced  to 
do  it  by  circumstances.  I  believe  Atlanta  did  borrow  from  Cleve- 
Imd  and  Buffalo.  There  may  be  a  lot  of  money  up  here  at  the 
season  in  the  year  when  it  is  wanted  there,  but  they  can  not  very  well 
get  it  on  accgunt  of  the  fixed  rate  of  interest. 

The  Chairman.  But  they  have  been  getting  it  ? 

Mr.  Amorous.  Yes,  sir ;  but  under  the  stress  of  circumstances,  like 
the  rabbit  climbing  a  tree — they  are  "  obleeged  "  to  do  it. 

^ator  Lenroot.  Is  not  it  a  fact  that  the  banks  were  too  liberal 
»lien  they  loaned  $200  a  bale  on  cotton  ? 

Mr.  Amorous.  Well,  it  was  not  the  opinion  of  anybody  that  they 
We  loaning  too  much.  For  instance,  the  president  of  one  of  our 
%^  banks  addressed  a  meeting  of  farmers  at  our  State  capitol, 
in  connection  with  the  secretary  of  agriculture  of  our  State,  and  other 
prominent  men,  telling  them  to  hold  their  cotton  for  50  cents  a 
pound.  He  was  as  loud  in  telling  them  that  as  anybody  else.  I  said 
to  this  president : 

This  farmer  teUs  me  lie  held  his  cotton  for  50  cents  a  pounil  because  yon  told 
^m  to  do  it. 

The  president  of  the  bank  said : 

Yes;  I  (lid.  And  who  would  ev^r  have  tlioujjht  cotton  would  j?o  l)elow  50 
<^t}i  a  pound? 

Senator  Lenroot.  Then  both  the  bank  and  the  farmer  were  specu- 
lating upon  the  price  of  cotton,  were  they  not  ? 

Mr.  Amorous.  While  that  may  be  true,  about  speculation,  we  have 
?ot  to  treat  conditions.  For  instance,  if  you  gave  your  child  a 
dollar  and  he  went  out  and  spent  it  all  for  candy,  are  you  going 
to  call  in  a  doctor  when  he  gets  sick  or  let  him  die? 

Senator McXarv.  What  is  you  remedv  for  this  situation? 


Digiti 


ized  by  Google 


222  AGRICULTURAL  INQUIRY. 

Mr.  Amorous.  May  I  finish  up  that  suggestion  and  then  take  up 

the  matter  of  the  remedy  I  recommend  ? 

Senator  McNary.  All  right.  i 

Mr.  Amorous.  I  did  come  up  here  in  October  and  suggested  this 

remedy  to  Mr.  Houston  and  Mr.  W.  P.  G.  Harding : 

If  cotton  is  sold  for  20  cents  or  less  it  means  Impoverishment  of  the  South 
and  if  individual  farmers  withhold  their  cotton  from  the  market  it  means  bank- 
ruptcy for  many  merchants  and  banks,  therefore  the  welfare  of  the  people 
demands  a  practical  remedy  to  prevent  a  catastrophe,  and  I  suggest  the  fol- 
lowing as  the  only  remedy  I  can  conceive  of  that  will  relieve  the  situation : 

1.  That  the  Government,  through  the  Federal  reserve  and  local  banks,  loan 
or  advance  25  cents  per  pound,  basis  middling. 

2.  That  the  Government  has  the  right  to  esell  this  cotton  for  not  less  than 
40  cents  per  pound.  % 

3.  The  Government  is  guaranteed  by  the  borrower  the  right  to  limit  his  acre- 
age of  cotton  for  1921. 

4.  The  Government  to  receive  a  reasonable  interest  and  a  commission  for 
selling. 

I  laid  down  the  proposition  that  the  banks  were  the  real  owners. 

Senator  McNary.  The  result  of  that  proposition  would  be  that  the 
Government  would  pay  40  cents  a  pound  tor  the  cotton  and  own  it! 

Mr.  Amorous.  Let  me  develop  that  a  little  bit  for  you. 

Senator  McNary.  That  is  the  way  it  would  work  out. 

Mr.  Amorous.  The  banks  really  owned  all  the  cotton.  That  is  what 
I  claimed  at  that  time.  They  had  advanced  $200  a  bale,  and  it  was 
worth  then  20  cents  a  pound,  and  while  the  farmer  did  have  possession 
of  it  is  was  open  to  the  speculative  price  on  the  New  York  Cotton 
Exchange,  and  its  value  was  decreasing  every  day  on  the  exchange. 
I  said  if  this  policy  were  pursued  it  would  stop  speculation  and  thev 
could  sell  the  cotton  through  one  agency,  all  that  the  market  needed!, 
and  they  could  get  40  cents  a  pound  for  it.  That  was  the  same  argu- 
ment that  was  used  to  sustain  favorable  action  on  the  gold  standard 
in  Mr.  Cleveland's  time.  It  was  not  anything  new  in  that  particu- 
lar, and  I  claimed  that  other  countries  were  doing  it  for  their 
products. 

The  Chairman.  That  was  sinil)ly  a  scheme  for  the  Government  to 
take  the  cotton  and  hold  it  and  distribute  it  at  a  fixed  price,  on  the 
theory  that  it  had  such  a  monopoly  of  cotton  that  it  could  sustain 
the  price  on  that  basis.  Otherwise  the  Government  would  have  had 
to  hold  the  bag  for  any  loss  sustained. 

Mr.  Amorous.  The  chief  concern  of  government  should  be  the 
condition  of  the  people.  Would  not  it  be  better  to  do,  even  if  they 
had  to  risk  a  loss  on  some  of  it,  that  the  money  would  be  paid  out 
among  the  people  and  be  circulating?  It  could  not  be  any  loss,  as 
it  would  be  in  the  hands  of  the  people,  and  it  is  much  less  a  loss  to 
them  than  if  it  is  hoarded  in  bank. 

The  Chairman.  What  do  you  think  the  corn  farmers,  and  the 
wheat  farmers,  and  the  vegetable  farmers  of  the  country  would  say 
if  we  held  up  the  price  of  cotton  to  40  cents  a  pound,  and  the  price  of  I 
other  things  went  down  below  the  prewar  basis? 

Mr.  Amorous,  ilr.  Houston  asked  me  that  very  question;  and  I 
said — 

Mr.  Houston,  In  asking  that  the  cotton  farmer  be  stabUized  I  ask  that  you 
restore  the  buying  power  for  the  man  who  is  the  customer  for  wheat  and  com. 
On  the  other  hand  if  you  were  to  stabilize  the  wheat  and  com  farmer,  you 
would  not  provide  a  compelling  customer  for  the  cotton.     But  if  they  will 
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come  to  you  asking  tot  a  reasonable  loan,  I  would  nsk  tbe  same  thing  for 
them.  The  United  States  is  in  the  banking  business,  through  the  Federal 
•  Reserve  System,  and  if  they  will  come  to  you,  and  ask  for  a  reasonable  percentage 
of  the  cost  to  produce  it,  and  if  he  is  a  good  moral  risk,  and  gives  you  good 
collateral,  why  of  course  lend  it  to  him. 

I  think  it  is  most  important  for  vou  to  spend  every  dollar  in  the 
Treasury,  if  the  people  are  thereby  saved  from  bankruptcy  ajid 
starvation. 

The  Chairman.  The  fact  that  you  could  not  get  up  the  price  is 
shown  by  the  fact  that  the  bank  loaned  them  $200  a  Dale  and  still 
the  price  went  down? 

Mr.  Amorotjs.  Eighty   thousand   bales   of  cotton   were   sold   to 
Czechoslovakia  at  58  cents  a  pound,  delivered  there.     Mr.  Frank 
Ininan  told  me  it  cost  2^  cents  to  3  cents  a  pound  to  deliver  it.    That 
was  55  cents  a  pound,  say,  f .  o.  b.  on  this  side. 
Senator  Harrison.  When  was  that  ? 

Mr.  Amorous.  Along  about  October.     I  only  got  that  from  the 

newspapers.     But  I  know  they  only  paid  10  cents  a  pound  for  the 

,  cotton.    So  the  exporter  got  about  40  cents  a  pound,  and  the  Govern- 

:  ment  War  Finance  Corporation  helped  them  finance  the  transaction. 

I  myself  saw  in  the  papers  where  $2,000^00  was  paid  on  that. 

Senator  Lenroot.  Do  you  know  that  European  prices  have  fallen 

.  the  same  as  ours? 

Mr.  Amorous.  That  is  very  likely;  yes,  sir;  or  to  some  extent  at 
[  least.   And  freights  have  fallen. 

\    Senator  Lenroot.  Not  to  some  extent,  but  it  is  shown  that  prices 

.  in  Europe  have  fallen  to  about  the  same  degree  as  in  this  country. 

:    Mr.  Amorous.  But  I  was  answering  the  question  propounded  bv 

Chairman  Anderson.     I  say  practically  you  could  have  gotten  all 

you  wanted  at  that  price.    Cotton  is  raised  in  other  countries,  and 

about  3,000,000  bales  of  cotton  are  grown  in  the  East  Indies,  but 

*  it  is  not  a  direct  competitor  with  American  cotton.     It  is  a  very 

;  Aort  staple  cotton,  an  unclean  cotton,  and  it  is  not  taken  up  by  the 

i^nglish  mills  on  the  same  basis  as  the  American  cotton. 

Senator  Len^ioot.  Why  shouldn't  we  stabilize  the  price  of  wheat 
and  corn  the  same  as  you  request  a  stabilization  of  the  price  of  cot- 
ton, if  we  are  to  go  into  that  subject? 

Mr.  Amorous.  I  have  no  objection  to  that  if  it  will  save  the  people 
from  bankruptcy  and  starvation. 
Senator  Lenroot.  What  are  we  going  to  base  it  on? 
Mr.  Amorous.  What  do  you  mean  ? 

Senator  Lenroot.  Are  we  to  have  an  artificial  price?  If  the  Gov- 
ernment pays  50  cents  a  pound  for  cotton  and  $2  a  bushel  for  wheat, 
how  is  it  to' do  it? 

Mr.  Amorous.  You  may  not  agree  with  this  view,  but  I  claim  that 
«>tton  is  a  better  asset  to  issue  currencv  on  than  even  bonds.  The 
history  of  the  cotton  business  is  that  from  3,000,000  to  5,000,000  bales 
of  cotton  from  October  to  June  go  all  over  the  world  simply  on 
bills  of  exchange. 

Senator  Lenroot.  Your  remedy  is  to  further  increase  the  volume 
of  currency,  is  it  not  ? 

Mr.  Amorous.  That  was  the  intention  of  the  people  that  adopted 
the  Federal  reserve  bank  bills,  sir.  They  are  greater  than  I,  but  all 
the  authorities  on  finance  for  ages  back  have  claimed  that  we  should 
have  a  currency  that  could  carry  the  products  of  the  country. 
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Senator  Lenroot.  If  we  increased  the  currency  enough  our  money 
would  have  about  the  same  value  as  the  German  mark  has  to-day,, 
would  it  not? 

Mr.  Amorous.  Well,  I  claim  also,  and  I  think  trade  and  commerce 
shows  it,  that  there  is  no  value  in  money  other  than  its  exchange 
vajue.  Chairman  Anderson  might  go  down  here  to  some  store,  right 
wfth  the  money  he  gets  from  tne  Government  •  as  his  pay,  and  pay 
$10  for  a  hat,  and  Air.  Lee  might  take  monev  received  from  the  same 
source  and  go  down  to  a  store  and  pay  $5  for  the  same  kind  of  hat. 
It  is  simply  a  matter  of  the  exchange  value  of  the  money  for  prod- 
ucts.    There  is  no  intrinsic  value  in  the  gold  dollar. 

The  authorities,  even  Prof.  Fisher,  oi  Yale,  agree  to  that  general 
proposition.  I  saw  in  the  paper  sometime  ago  where  Prof.  Fisher 
proposed  to  establish  the  dollar.  He  also  made  the  statement  that 
our  dollar  at  a  certain  period  of  time,  two  or  three  years  ago,  was 
only  worth  46  cents  in  trade,  and  66  cents  at  another  time.  It  may- 
be worth  a  dollar  now;  I  do  not  know.  Mr.  Samuel  Gompers  or 
Secretary  Wilson,  I  believe  it  was,  came  before  the  Congress  and 
said  the  gold  dollar  was  worth  only  33 J  cents,  and  the  Congress  evi- 
dently believed  it,  because  they  complied  with  what  he  wanted,  for 
thev  added  to  the  wages  of  the  men  they  represented. 

iSo  where  is  your  authority  to  say  that  our  dollar  has  ever  been 
worth  $1  intrinsically?  The  Congress  declared  that  25.8  grains  of 
gold  should  be  a  dollar,  and  that  is  all  it  has  ever  done.  If  this  Con- 
gress declared  there  would  be  a  loan  of  25  cents  per  pound  on  cottoa 
it  would  pass  current  all  over  the  world  for  more  than  25  cents. 
So  you  can  do  more  with  cotton  than  with  gold.  Isn't  that  true, 
Senator  Lenroot? 

Sejiator  Lenroot.  No  ;  I  think  not. 

Mr.  x\morous.  Well,  of  course,  you  know  the  old  saying,  "  Many 
men  of  many  minds."  The  ideas  I  have  on  this  subject  are  that  if" 
you  want  to  stabilize  the  dollar,  as  Prof.  Fisher  wants  you  to  do, 
that  dollar  when  stabilized  will  not  create  another  dollar,  but  if  you 
stabilize  "  the  man  "  he  will  create  another  bushel  of  wheat  or  a  barrel 
of  flour  or  a  bushel  of  corn  or  a  bale  of  cotton,  which  is  best  for  the 
people;  you  are  doing  an  act  of  "stabilizing"  that  is  more  definite 
and  valuable  to  all  the  people  than  in  attempting  to  stabilize  the 
dollar. 

The  fact  that  a  bank  with  $100,000  capital  will  earn  $8,000  does 
not  mean  that  they  have  created  that  much  more  money,  but  they 
have  taken  it  from  some  other  community.  Man  by  labor  does 
create  products;  these  produces  are  the  only  wealth. 

I  am  not  surprised  that  you  do  not  agree  with  me.  My  environ- 
ment, of  course,  has  not  given  me  an  opportunity  to  learn  a  good 
many  things  that  other  people,  perhaps,  know;  but  these  are  my 
views,  based  on  experience. 

To  get  back  to  my  point  which  I  am  trying  to  prove,  that  the 
cause  of  our  depression  is  money  taking  too  great  a  toll  out  of  trade 
and  industry,  I  will  mention,  in  the  matter  of  cotton,  a  man  who 
was  worth  property  clear  of  debt  $125,000  in  January,  1920.  He 
made  1,000  bales  of  cotton.  The  expense  necessary  for  the  produc- 
tion of  these  1,(X)0  bales  of  cotton  swept  that  farm,  cotton  and  every- 
thing else,  from  under  the  owner's  feet.  He  is  now  a  clerk  in  a  store 
in  Jacksonville,  Fla. 
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Another  man  in  Georgia  made  480  bales  of  cotton,  and  he  owned 
his  farm  and  was  known  as  a  capitalist.  He  lost  $50,000,  and  he  can 
not  pav  Ills  debts  by  selling  his  cotton  and  his  farm. 

Another  little  neighbor  of  mine,  who  bought  his  place  a  little  over 
a  year  ago — or  nearly  two  years  ago  now — and  had  a  new  house  on  it, 
and  paid  about  $8,000  for  it,  including  32  acres  of  land — which  he 
put  in  his  wife's  name  when  he  bought  it — was  swept  off  of  his 
feet  last  year,  and  his  horse  was  sold  for  $5.  He  is  now  working  in 
a  barber  shop  in  Atlanta. 

These  are  just  a  few  that  I  might  mention,  but  they  are  types  of 
conditions  that  you  can  find  around  generally. 

Senator  Lenroot.  What  did  it  cost  last  year  to  grow  cotton,  I 
[  mean  in  actual  money  outlay  ?  I  do  not  mean  including  interest  upon 
:  value  of  farm.,  but  the  actual  cash  outlay. 

ilr.  Amorous.  The  (iovernment  made  an  estimate — and  I  do  not 
know  how  they  made  it  nor  upon  what  it  was  based — that  the  cost 
\  was  87  cents  a  pound  throughout  the  territory.  But  I  know  that  a 
neighbor  of  mine  by  the  name  of  Norton  spent  $4,000  in  cash — and  he 
had  the  money  in  bank — for  fertilizer  and  labor  alone.  The  great 
majority  of  farm  hands  in  Georgia  did  not  earn  $1.25  a  week.  That 
is  aljsolutely  true.  A  great  many  of  them  were  advanced  $8  or  $10  a 
week,  but  their  share  of  the  crop  did  not  pay  over  $1.25  a  week. 

At  Woodstock.  Ga.,  a  merchant  who  had  not  collected  last  year 
more  than  10  per  cent,  is  keeping  up  all  the  families  around  him 
that  he  can.  In  one  case  there  are  three  grown-up  youn^  men  and 
the  father  and  mother.  They  own  their  own  place,  but  it  is  mort- 
gaged. They  owe  him  on  their  purchases  last  year.  But  he  is  ad^ 
nncing  them  at  the  rate  of  $3  a  month  each*,  $15  for  the  entire 
feaily,  out  of  his  store,  for  everything  they  have  to  have — clothing 
w  anytliing  they  need  more  than  they  raise  themselves — for  horse- 
Aoeing  and  anything  they  have  to  expend  money  for.  So  he  is 
I  editing  them  at  the  rate  of  $15  a  month  for  the  five  of  them. 
'  In  another  case  there  is  a  family  of  a  man  and  his  wife  and  five 
cfcildren,  Snd  he  is  crediting  them  t^O  for  the  entire  season. 

Gentlemen  of  the  commission,  those  are  merely  types  that  we  find 
here  and  there  and  everywhere. 

And  let  us  look  at  the  picture  on  the  other  side.    There  is  a  dry- 
goods  merchant  in  Atlanta  who  gave  $107,000  of  cash  bonuses  to  his 
clerks  after  paying  their  salaries  during  the  year.     That  was  $107,0()0 
:  more  money  than  a  million  farmers  earned  net  last  year  in  Georgia. 
''    I  saw  a  letter  addressed  to  Congressman  Lee  just  now.    It  was  too 
lon^  for  him  to  read  and  he  handed  it  over  to  me.     It  was  from  a 
:  farmer,  telling  of  his  condition,  and  of  the  starvation  conditions 
j  under  which  they  are  making  their  crops,  and  the  story  is  that  the 

■  merchants  are  going  to  take  everything  from  them  this  year — even 
•  corn,  potatoes,  and  all.  This  farmer  asked  Mr.  I^ee  to  see  if  he 
'  could  not  get  a  law  passed  so  that  they  could  not  force  a  man  to  pay 

■  his  1920  debts  and  to  put  4  per  cent  interest  on  (he  notes.  They 
j  hare  taken  a  lien  on  everything  he  raises. 

J  Gentlemen  of  the  conmiission,  everything  these  families  raise  this 
;  year  must  go  to  the  merchant,  the  whole  100  per  cent  that  they  raise. 
.  And  they  already  owe  the  merchant  on  last  year's  purchases. 

Senator  Lexroot.  When  the  cotton  farmers  borrowed  $200  a  bale 
on  cotton,  what  did  they  do  with  the  money  ? 
91341— 22--VOL  3 15 
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Mr.  Amorous.  I  thought  I  mentioned  that  they  sent  it  to  Iowa  for 
com,  to  Minnesota  for  Sour,  to  Detroit  for  automobiles,  to  Missouri 
for  mules,  and  to  New  York,  Boston,  and  Chicago  for  fertilizer. 
That  is  what  they  did  with  the  money. 

Representative  Sumners.  Your  statement  is  not  exact,  is  it.  that 
they  borrowed  that  money  on  the  bales  of  cotton.  You  probably 
mean  that  they  accumulated  debts  during  the  year  which  were  the 
equivalent  to  $2()0  for  each  bale  of  cotton  grown. 

Mr.  Amorous.  Yes,  sir;  that  is  my  statement.  They  had  borrowed 
during  the  year  $200  on  each  bale  produced.  And  that  is  what  the 
debt  must  be  paid  from,  from  the  cotton  produced. 

Senator  Lenroot.  What  was  the  cost  of  production  of  the  $200- 
bale  of  cotton? 

Mr.  Amorous.  A  neighbor  of  mine  who  produced  16  bales  of  cot- 
ton was  at  an  outlay  of  50  cents  a  pound.  The  Government  estimate 
was  37  cents  per  pound. 

Senator  Lenroot.  How  much  was  it  for  the  bale? 

Mr.  Amorous.  Well,  call  it  40  cents  a  pound  and  500  pounds  to  the 
bale,  and  you  have  $200. 

Senator  Lenrqot.  You  do  not  contend  that  40  cents  a  pound  is  the 
cash  outlay,  do  you  ? 

Mr.  A3IOROUS.  I  do  not  know  how  the  Government  make  up  the 
outlay,  but  that  is  the  statement.  It  is  the  most  difficult  thmg  I 
know  of  to  keep  an  exact  account  of  these  matters.  I  have  tried  to 
keep  books  of  farm  work,  and  have  found  it  a  most  difficult  matter. 
You  can  not  tell  in  advance  what  it  is  going  to  cost  you ;  you  can  teU 
a  year  after  a  thing  has  been  produced. 

rfow,  gentlemen  of  the  commission,  if  you  will  permit  me  I  will 
proceed  along  this  same  line. 

Senator  Lenroot  (presiding).  Very  well;  you  may  continue  your 
statement. 

Mr.  Amorous.  The  disorder  in  our  economic  life  threatening  the 
living  of  all  our  people  is  easily  traceable  to  the  loss  of  the  buying 
power  of  the  farmer.  A  financial  writer  in  New  York  said  "  hard 
times  "  will  be  over  when  you  bring  down  the  price  of  labor  and  the 
price  of  all  commodities  in  line  and  in  balance  with  present  prices 
of  farm  products.  His  mistake  is  that  when  you  get  all  these  things 
down  to  that  cheap  price  the  farmer  will  not  have  the  dollar  to 
buy  the  cheap  things.  That  is  the  situation.  But  it  has  got  to  come 
from  him  before  we  will  have  any  revival  in  business.  I  make  the 
prediction  that  we  will  have  no  end  to  "  hard  times  "  until  the  farmer's 
buying  power  is  restored. 

1  can  trace  the  situation  all  the  way  through  from  the  farmer  to 
the  retailer,  and  the  retailer  to  the  wholesaler,  and  the  merchant 
and  the  banker.  Every'thing — debt  is  being  extended  until  next  fall, 
under  what  is  called  the  "  frozen-credit "  system.  Some  people  say 
next  fall  everything  will  be  all  right.  The  reason  why  we  say  in 
the  fall  business  will  be  better  is  because  then  we  know  the  farmer 
will  sell  his  crop,  pay  his  debts,  buy  more  things.  But  he  did  not  do 
it  last  year,  and  he  will  not  be  able  to  do  it  this  year.  How  can  we 
hope  for  any  revival  under  these  circumstances?  It  is  all  "op- 
timism."   Optimism  won't  furnish  us  coal  or  food  this  winter. 
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Eepresentative  Sumners.  You  do  not  expect  the  Congress  at  this 
session  to  constitute  cotton  the  basis  for  the  issuance  of  currency, 
do  you? 

Mr.  Amorous.  No  ;  but  I  have  the  suggestion  here  of  how  the  Con- 
gress can  help  the  farmer  to  help  himself. 

Bepresentative  Sumners.  You  are  confronted  by  a  serious  situa- 
tion, in  fact  a  crisis,  in  Georgia  ? 

Mr.  Amorous.  Yes,  sir ;  and  in  the  whole  South. 

Representative  Sumners.  As  far  as  I  am  concerned  I  would  be 
very  much  more  interested  at  this  particular  time  in  having  you 
address  yourself  to  some  practical  remedy,  practical  from  the  stand- 
point of  legislative  possibility. 

Senator  Harrison.  Yes ;  give  us  your  suggestion  along  that  line, 
because  we  must  go  pretty  soon. 

Mr.  Amorous.  I  thank  you  for  your  suggestion.  There  is  one 
more  point  and  then  I  will  go  to  it.  If  the  Congress  should  enable 
the  farmer  to  get  40  cents  a  pound  for  his  cotton,  it  would  not  in- 
crease the  cost  of  a  cotton-made  dress,  or  a  cotton-made  shirt,  or  a 
cotton-made  pair  of  socks.  I  have  here  the  prices  for  cotton  and 
for  2-40  yam  per  pound  from  1914  to  1919 : 


Cotton 

per 
pound. 

2-40  yarn  | 

p«r 
pound.    1 

Cotton 

per 
pound. 

2-40  yarn 

per 
poiuid. 

IW4 

ia0750 
,1188 
.1726 

10.38  1 
.50  ' 

.S5  ; 

1 

1917 

$0.3013 
.3100 
.40U0 

10.90 

m5 

1918.. 

.95 

me 

1919 

2.50 

There  is  no  relation  whatever  to  the  price  the  farmer  received  for 
his  cotton ;  I  mean  there  is  no  relation  between  what  the  farmer 
received  for  his  cotton  and  what  the  consimier  had  to  pay  for  his 
wtton-made  goods. 

Senator  Harrison.  What  was  the  lowest  price  you  had  there  for 
y«rn? 

Mr.  Amorous.  Thirtv-eight  cents  a  pound. 

Senator  Harrison.  And  what  was  the  highest  price? 

Mr.  Amorous.  $2.50  a  pound. 

Senator  Harrison.  And  what  was  the  lowest  price  paid  for  cotton  ? 

Mr.  Amorous.  It  was  7^  cents  a  pound  in  1914  and  40  cents  a  pound 
ui  1919.  You  can  not  use  it  relatively,  by  percentages,  because  it 
does  not  work  that  way. 

Senator  Harrison.  I  see. 

Mr.  Amorous.  I  suggest,  for  instance,  that  the  Federal  land  banks 
were  organized  for  the  purpose  of  enabling  the  farmer  to  make 
unprovements 

Senator  Harrison  (interposing).  All  these  applications  are  being 
taken  care  of  now,  are  they  not? 

Mr.  Amorous.  I  understand  no. 

Senator  Harrison.  Do  you  know  of  any  people  who  want  loans? 

Mr.  Amorous.  Yes,  sir;  but  not  any  great  number  of  them.  I 
^derstand  that  there  were  $250,000  applied  for  in  one  Congress- 
Dian's  district,  and  they  could  not  get  but  $2,500  in  all.    I  say  you 
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would  do  no  violence  to  the  act  if  the  Government  would  take  over 
the  mortgages,  and,  instead  of  waiting  to  sell  the  land  bank  bonds, 
issue  against  these  land  mortgages  land  bank  notes  of  $5  or  $10  each. 
How  would  it  hurt?  The  carpenter  will  take  them;  the  bricklayer 
will  take  them ;  the  grocer  and  merchant  will  take  th^n.  They  are 
simply  like  the  Federal  land  bank  bonds;  you  may  have  to  retire 
them,  but  it  is  simply  a  $5  bond  that  has  got  to  be  sold. 

Senator  Lenroot.  Would  you  make  them  legal  tender? 

Mr.  Amorous.  Yes ;  and  make  them  worth  on  the  basis  of  what  is 
behind  them. 

Representative  Funk.  When  the  farmer  makes  his  loan  at  the 
Federal  land  bank,  he  ^ets  his  draft  or  some  evidence  of  monev,  and 
then  he  deposits  it  in  his  bank,  and  he  can  draw  it  out  in  $5  bills. 

Mr.  Amorous.  Yes. 

Representative  Funk.  I  do  not  see  any  help  then  in  the  suggestion 
you  have  just  made. 

Mr.  Amorous.  Only  this,  they  have  no  funds  to  loan  now.  They 
can't  sell  the  bonds. 

Senator  Lenroot.  What  do  you  think  would  be  the  effect  of  that 
on  the  things  the  farmer  has  to  buy?  If  you  should  do  that,  what 
would  be  the  effect  on  the  things  the  farmer  has  to  buy? 

Mr.  Amorous.  Senator,  my  theory  is,  as  I  said,  that  all  money  is 
just  a  medium  of  exchange. 

Senator  Lenroot.  But  the  more  money  you  have  the  more  things 
will  cost. 

Mr.  Amorous.  Not  necessarily. 

Senator  Lenroot.  Suppose  we  have  to-morrow  $10,000,000,000  in 
$10  bills 

Mr.  Amorous  (interposing).  Senator,  as  a  matter  of  practical  fact, 
would  you  not  rather  have  a  steak  at  a  dollar,  if  you  have  the  dollar 
to  pay  for  it,  than  to  have  the  steak  worth  25  cents,  and  you  not  be 
able  to  get  it  ? 

Senator  Lenroot.  That  is  a  different  matter.  If  what  you  sug- 
gest were  done,  would  it  not  increase  the  cost  of  the  things  the  farmer 
has  to  buy  ? 

Mr.  Amorous.  No,  sir. 

Senator  Lenroot.  You,  yourself,  just  suggested  it. 

Mr.  Amorous.  No;  I  was  illustrating  that — just  using  it  as  a  mat- 
ter of  exchange.     What  do  you  care  what  it  costs 

Senator  Lenroot  (interposing).  That  is  not  the  question.  Sup- 
pose we  issue  to-morrow  $10,000,000,000  in  $5  and  $10  bills,  would  not 
the  price,  in  dollars,  of  everything  that  the  farmer  has  to  buy  in- 
crease ? 

Mr.  Amorous.  I  would  not  care,  if  I  could  improve  living. 

Senator  Lenroot.  That  is  not  the  question.  Do  you  think  it 
would  ?  The  question  is  not  whether  you  care  or  not,  but  the  ques- 
tion is.  Do  you  think  it  would  f 

Mr.  Amorous.  No,  sir;  in  the  first  place,  you  wouldn'J  do  that. 

Senator  Lenroot.  Never  mind  that.  I  asked  you  a  question.  Do 
you  think  it  would? 

Mr.  Amorous.  Oh,  I  don't  know.  The  hardest  word  in  the  English 
languaire  is  "  I  don't  know."  I  tell  you,  I  don't  know.  But  I  claim 
it  would  not  make  any  difference  what  the  value  in  money  itself 
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was;  it  is  a  matter  of  exchange  in  trade  if  you  get  what  you  want 
for  it. 

Bepresentative  Sumners.  Your  position  is  that  if  you  can  not  get 
the  re^lar  money  you  would  rather  have  the  $5  note  you  speak  of? 

Mr.  Amorous.  Yes ;  I  think  thftt  is  the  way  to  do  it.  What  good  is 
the  Federal  land  bank  to  these  people?  They  have  only  the  right 
to  borrow  money ;  they  have  the  security  and  need  the  houses  and 
bams.  Federal  land-bank  notes  will  get  them  the  improvement  and 
put  labor  to  work. 

Senator  Harrison  (interposing).  Theoretically  you  think  the  Fed- 
eral land  bank  is  all  right  ? 

Mr.  Amorous.  Yes,  sir. 

Senator  Harrison.  It  is  beautiful? 

Mr.  Amorous.  Yes,  sir. 

Senator  Harrison.  But  if  you  can  not  get  the  monev  to  put  into 
it — 

Mr.  Amorous  (interposing).  No. 

Senator  Harrison.  And  right  now  thej'  have  a  demand  for  money, 
and  can  not  get  the  money  ? 

Mr.  Amorous.   I  understand  they  have  applications  for  $500,000,000. 

&nator  Harrison.  They  have  applications  for  $500,000,000. 

Mr.  Amorous.  That  is  what  a  Congressman  told  me. 

Another  suggestion  I  have :  For  the  farmer  to  aid  himself,  and  in 
fact,  and  never  need  to  come  back  to  Congress  for  any  assistance,  is 
to  create  an  association  of  fanners  of  commodity-selling  associations, 
after  the  California  plan,  provided  they  warehouse  their  products 
and  issue  insured  warehouse  receipts  of  integrity  for  their  products. 

You  require  them  to  go  into  an  association  to  borrow  money  from 
the  Federal  land  bank,  and  you  can  put  the  farmers  into  an  associa- 
tion of  this  kind.  I  understand  it  is  done  in  Denmark,  and  they 
have  stabilized  their  whole  country  there ;  they  have  stabilized  the 
farmers.  Recollect,  I  claim  you  can  not  stabilize  business  in  this 
oonntry  unless  you  stabilize  the  farmers. 

Senator  Lenroot.  They  can  do  that  now. 

Mr.  Amorous.  They  have  done  it,  I  understand,  to  some  extent,  in 
Mississippi,  and  have  organized  in  Texas  and  Oklahoma,  and  so  on. 

Senator  Lenroot.  You  mean,  by  a  voluntary  act  ? 

Mr.  Amorous.  Yes;  but  it  can  be  assisted  by  the  Government. 

Senator  Lenroot.  In  what  way? 

Mr.  Amorous.  You  have  a  lot  of  demonstration  agents  in  (leorgia, 
for  instance.  If  they  were  to  canvass  this  matter  with  the  farmers 
they  would  join  quicker  and  get  into  these  associations. 

But  you  are  obliged  to  stabilize  the  farmer  before  we  can  have  a 
rttum  to  prosperity  again.  > 

I  would  do  another  thing  for  the  Federal  reserve  bank  system  now. 
I  would  issue  all  money  under  the  direction  of  this  system,  and  I 
^ould  pay  back  to  the  banks  all  the  capital  stock,  and  in  that  way  the 
Government  w^ould  own  exclusively  the  Federal  reserve  bank  system, 
h  would  be  less  harmful  to  the  people  for  the  (Tovernment  to 
** profiteer"  than  for  the  banks  to  profiteer.  It  would  lessen  taxa- 
tion that  much  each  year.  You  can  do  that  without  doing  any  vio- 
lence to  the  system  and  still  continue  the  member  banks  as  they  are 
now  until  Congress  should  see  fit  to  make  other  changes. 
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I  claim,  and  lav  it  down  as  a  proposition,  that  we  will  not  get  rid 
of  having  these  depressions  every  three  or  four  years  as  long  as  we 
ha^e  this  money  system,  or  these  money  systems,  we  have  now.  We 
will  have  to  make  a  change  in  our  money  system  before  we  can  cure 
that. 

Kepresentative  Sumners.  Let  me  ask  you:  In  1914,  when  things 
closed  down,  did  or  did  not  the  clearing  house  associations  and  bank- 
ing associations  throughout  the  South  issue  what  they  called  "  white 
currency  ''  and  relieve  the  situation  ? 

Mr.  Amorous.  Yes;  it  was  done.  In  clearing,  however,  they  set- 
tled in  sets  between  themselves  on  the  clearing-house  certificates  if 
they  did  not  have  the  money. 

!?^ow,  our  business  in  1914  was  about  $100,000,000,000  clearings 
through  the  exchanges.  Experience  shows  that  it  would  take  5  per 
cent  in  cash  to  settle  the  differences.  In  1919,  it  was  at  least  twice 
as  much,  due  to  expansion  and  development,  and  it  took  $10,000.- 
000,000  to  clear;  we  did  not  have  the  money.  Those  are  the  things 
that  lead  me  to  believe  it  is  what  broke  us  down. 

That  Europe  did  not  take  our  goods  did  not  break  us  down ;  we 
export  only  about  7  per  cent  of  our  manufactured  and  agricultural 
products.  It  is  true  it  is  larger  in  some  products,  but  it  amounts 
to  7  per  cent  in  all.  Xinety-three  per  cent  of  what  is  produced  in 
this  country  is  consumed  here  at  home.  And  nobody  can  tell  me  that 
if  I  can  sell  93  per  cent  of  my  manufactured  or  agricultural  goods 
I  have  got  to  go  into  bankruptcy  because  I  have  got  to  carry  the 
other  7  per  cent  through  to.  next  season. 

Representative  Sumners.  That  is  true  as  of  certain  commodities, 
but  if  prices  of  certain  commodities  of  which  a  very  large  percentage 
goes  in'^o  export  breaks  down  does  not  that  necessarily  affect  the 
whole  fabric  of  our  business?    Take  cotton,  for  instance. 

Mr.  Amorouh.  The  United  States  mills  did  not  take  as  much  as 
they  ordinarilv  do,  and  they  will  take  less  from  now  on.  That  is 
true,  becar.se  tfiere  isn't  anything  left  the  producer  to  buy  with;  after 
the  farmer  sells  his  cotton  at  present  prices  he  has  not  enough  left 
to  buy  a  cotton  shirt.  And  conditions  will  ge*:  worse,  and  people 
will  be  out  of  employment,  because  they  can  not  buy. 

I  heard  of  a  city  in  our  neighborhood  of  6,000  families  beinjr 
fed  by  the  city,  and  yet  there  is  $6,000,000  in  cash  in  one  bank  in 
tha*^  city. 

The  settlement  of  the  Allies  requires  Germany  to  pav  $60,000,- 
()(K),()()0  in  gold,  when  there  is  only  $8,000,000,000  in  gold  iii  the  whole 
world,  and  there  isn't  a  single  dollar  of  gold  in  the  German  Empire. 
They  will  have  to  dig  iron,  coal,  potash,  and  other  products  and 
exchange  it  with  the  man  or  the  country  that  has  the  gold.  If  they 
have  to  exchange  1  ton  of  iron  for  a  gold  dollar,  they  will  do  it  in 
competition  with  the  man  in  the  country  that  gets  $20  a  ton.  That 
settlement  with  Germany  in  that  way  will  enslave  the  labor  of  the 
world  for  years  to  come.  I  am  mighty  glad  to  see  we  are  not  mixed 
up  with  any  settlements  in  connection  with  it.  It  might  pay  us.  if 
we  cor  hi,  to  wipe  off  the  $10,000,000,000  they  owe  us,  because  tliere 
isn't  but  $8,000,000,000  in  the  world,  and  they  can  never  pay  it  in 
gold.  It  took  us  over  100  years  to  accumulate  three  billions  of  gold, 
and  at  that  ra*e  it  wilf  take  Europe  300  years  to  accumulate 
$10,000,000,000. 
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Seoator  Lenroot.  Do  I  understand  you  that  the  American  people 
should  continue  to  pay  $500,000,000  interest  on  the  European  debt 
and  also  pay  the  principal  ? 

Mr.  Amobous.  No;  if  it  had  been  me,  I  would  not  have  issued  a 
sinrie  bond. 

Senator  Lenroot.  No;  but  we  have  issued  them. 

Mr.  Amorous.  I  know,  and  we  sold  $24,000,000,000  of  bonds  to  the 
people,  and  the  people  did  not  have  the  $24,000,000,000  to  pav  for  it, 
and  we  «rave  the  money  to  the  people  to  buy  our  bonds,  and  that  is 
the  way  they  ^ot  it  to  loan  to  us. 

Representative  Sumnerh.  But  we  went  in  debt  for  all  that  money 
and  i^ued  our  bonds.  The  European  people  will  have  to  pay  that 
sura  or,  if  we  forgive  the  debt  to  us,  our  people  must  pay  it. 

Mr.  Amorous.  All  right ;  I  am  telling  you,  however,  our  condition. 
I  am  tellinff  you  the  condition  of  the  people. 

Senator  Lenroot.  You  think  it  would  be  better  for  the  Govern- 
ment to  pay  that  itself  and  cancel  the  debt  to  Euroj>e? 

Mr.  Amorous.  No;  I  am  only  quoting  you  and  using  the  argument 
that  has  been  stated  that  it  is  necessary  for  us  to  rehabilitate  Euroi)e 
l^efore  we  can  have  prosperity  in  this  country.  I  deny  that.  Tne 
statement  is  made  that  we  have  produced  so  much  money,  so  many 
billions.  It  would  have  paid  us  to  let  them  keep  that  ten  billions. 
Theoretically,  I  would  not  mix  up  in  that  German  situation;  I  would 
rather  live  isolated. 

Senator  Lenroot.  Let  me  ask  you.  Do  you  think  that  era  of  ex- 
travanrance  and  speculation  that  everybody  got  into  could  go  on 
indefinitely  ? 

Mr.  Amorous.  Senator,  practically  you  had,  as  we  all  had,  a  full 
dinner  pail  with  high  prices.  Now,  with  more  gold  in  the  country 
Mid  lower  prices  we  haven't  got  a  full  dinner  pail. 

Senator  Lenroot.  The  people  had  more  than  a  full  dinner  pail  ? 

Mr.  Amorous.  I  think,  of  course,  a  full  dinner  pail  is  better  than 
'^iat  we  now  have. 

Senator  Lenroot.  Do  you  think  there  was  iust  a  full  dinner  pail, 
and  no  extravagance  on  the  part  of  our  people  generally  ? 

ifr.  Amorous.  I  don't  see  now  that  would  have  broke  us  down  as 
to  this  point.  If  you  get  a  good  trade  out  of  me,  I  am  hurt  indi- 
ridually,  you  see,  but  there  isn't  any  reason  why  all  the  people  should 
^  penalized  for  the  extravagance  of  the  few.  Everybody  was  not 
extravagant.  I  know  of  a  man  with  a  salary  of  $3,00(),  who  kept  an 
automobile  and  servants  in  his  house ;  I  know  of  another  one  nearby — 
in  fact,  in  the  same  apartment,  whose  wife  and  children  did  all  the 
^ork,  and  he  kept  no  automobile,  and  yet  he  is  out  of  a  job  to-day, 
and  the  man  that  had  the  automobile  and  serv^ants  is  still  drawing  his 
$3.000— the  other  man  is  out  of  a  job. 

Senator  Lenroot.  Do  yoii  think  a  man  that  borrowed  $200  a  bale 
on  cotton  was  not  extravagant  ? 

Mr.  Armorous.  No.  sir. 

Senator  Lenroot.  You  don't  think  he  was? 

^r.  Amorous.  No,  sir ;  they  invested  it  all  in  the  production  of  the 

<?Po'p;  they  invested  $720  for  two  mules — 
Senator  Lenrooi  (interposing).  But  somebody  got  the  $720  for 

the  two  mules? 
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Mr.  Amorous.  Yes ;  the  man  in  Missouri  got  it. 

Senator  Lenroot.  How  about  the  man  in  Missouri,  did  he  get  more   I 
than  his  share?  ! 

Mr.  Amorous.  I  say  that  too  much  money  has  been  taken  out  of  \ 
trade  and  industry.     A  man  on  a  farm  earned,  or  got,  $1.25  for  a 
week's  work  on  the  farm,  and  when  he  had  to  get  a  man  to  shingle 
his  house  on  his  farm  it  cost  him  $15.50  a  day  for  that  work;  and 
that  is  taking  too  much  toll  out  of  industry. 

Senator  Harrison.  Let  me  get  straight  what  you  mean  by  isola- 
tion ;  do  you  think  we  could  have  ordinary  prosperity  in  this  coun- 
try if  we  lived  among  ourselves,  and  would  not  sell  anything  to 
foreign  countries  at  all,  or  have  no  trade  illations  with  the  foreign 
countries  ? 

Mr.  Amorous.  Yes ;  if  it  is  necessary  to  do  it. 

Senator  Harrison.  How  would  you  go  about  that;  keep  down  our 
manufactured  products,  and  sell  nothing  abroad,  and  raise  only 
enough  for  our  own  people  ? 

Mr.  Amorous.  No,  Senator;  you  misunderstood  me.  I  was  refer- 
ring to  the  statements  that  are  broadcast  that  "  only  by  rehabilitating 
Europe  we  will  get  our  prosperity  back."  I  say,  I  deny  that.  I 
quoted  the  other  extreme  to  make  that  point. 

Senator  Harrison.  But  to  sell  our  surplus  products,  if  we  raise 
surplus  products? 

Mr.  Amorous.  Yes. 

Senator  Harrison.  And  we  are  bound  to  sell  our  surplus  manu- 
factured goods,  if  we  make  surplus  goods? 

Mr.  Amorous.  Yes,  sir. 

Senator  Harrison.  And  we  can  not  have  prosperity  unless  we  Jo 
that? 

Mr.  Amorous.  Yes,  you  know  that  this  country  itself  did  not 
consume  its  normal  amount  of  products  this  year. 

Representative  Sumners.  If  this  country  can  live  by  itself,  why 
can  not  the  South  live  by  itself?  You  have  the  coal  and  iron  and 
agricultural  products,  and  cotton,  and  everything  like  that. 

Mr.  Amorous.  Our  control  of  a  system  of  commerce  is  done  from 
Washington,  by  the  Constitution,  and  we  can  not 

Representative  Sumners  (interposing).  They  do  not  force  you  to 
ship  your  stuff  in  interstate  commerce. 

Mr.  Amorous.  No ;  what  I  mean  is  we  have  to  have  a  money 
svstem.  They  do  not  permit  us  to  use  our  own  money  system ;  the 
Constitution  forbids  it,  and  Congress  will  not  allow  us  to  have  our 
own  money  system.  I  was  only  referring  to  the  statement  that  '^  we 
have  to  rehabilitate  Europe  before  we  can  have  prosperity  in  this 
country."  I  say  it  is  more  important  to  rehabilitate  the  United 
States  first  than  it  is  for  the  T'nited  States  to  rehabilitate  Europe. 

Representative  Sumners.  How  are  you  going  to  rehabilitate  the 
South,  if  their  markets,  the  markets  of  Europe  are  close  to  50  or 
60  per  cent  of  the  chief  product  of  the  South  ? 

Mr.  Amorous.  That  is  not  literally  true. 

Representative  Sumners.  I  beg  pardon;  it  is  literally  true.    *^ 

Mr.  Amorocs.  They  have  taken  a  portion  of  that  50  per  cent,  and  | 
it  can  be  furnished  to  them. 
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fiepresentative   Sumners.    You    assume    that    rehabilitation    of 

E^pe   is  something  that  can  be   dispensed   with,  and  still  our 

/i^untry  be  prosperous.    I  want  to  know  how  we  can  be  prosperous, 

/if  the  part  of  the  world  that  takes  50  or  60  per  cent  of  our  chief 

product  ceases  to  purchase. 

Mr.  Amorous.  It  is  a  merchandising  proposition.  If  you  give 
Mxie  sufficient  capital  to  carry  my  stock  I  can  dispose  of  that  any- 
-where,  if  I  can  carry  it  long  enough,  and  give  sufficient  credit. 

Representative  Sumners.  You  have  cotton  in  Georgia  that  you 
^an  not  move*.  What  good  does  borrowed  money  on  unsalable  goods 
do  to  a  man  who  can  not  move  them  ? 

Mr.  Amorous.  It  wouldn't  do  him  any  ffood. 
Representative  Sumners.  That  is  what  1  thought. 
Mr.  Amorous.  And  the  merchants  down  there,  the  hardware  men, 
fnd  the  other  merchants,  are  not  buying  any  stuff  now.     If  they 
>ed  anything  they  buy  each  other's  stocks.     The  drummers  that 
.me  doVn  there,  with  their  axes,  and  the  U.  S.  M.  cartridges,  and 
on^  from  Bridgeport,  Conn.,  went  back  without  any  orders.    The 
mmers  came  down  there,  but  could  not  sell  anything ;  they  had  to 
back  without  orders.    . 
Representative  Sumners.  Our  drummers  are  coming  back  in  the 

e  way  from  Europe :  they  are  in  the  same  fix. 
Mr.    Amorous.  Yes;  I  am  not  big  enough,  and  I  have  not  had 
Kjjerience  enough  to  tell  vou  what  you  can  do  with  the  whole  situa- 
I.  just  presumed  to  be  able  to  say  what  could  be  done  with  the 
tton    farmer  to  rehabilitate  him  and  restore  his  buying  power. 
le  means  of  doinc^  that  is  up  to  you  gentlemen. 
Repre^ntative  Sumners.  In  doing  that,  it  seems  to  me  you  should 
ot  overlook  the  importance  of  Europe  as  a  buyer. 
Mr.  Abiorous.  Not  necessarily.    But  in  putting  your  own  house  in 
tier  you  do  not  have  to  disorder  your  neighbor  s  house.    In  fact, 
t  is  not  the  proper  thing  to  do. 
Senator  Lenroot.  What  you  want  to  do  is  to  have  the  American 

F)le,  at  their  expense,  rehabilitate  the  cotton  farmer? 
r.  Amorous,  ^o,  sir;  the  proposition  I  had  in  October,  Senator, 
not  the  proposition  now.    It  would  not  cost  the  American  people 
dollar  to  do  it,  either.    It  does  not  cost  the  consumer  anything; 
floes  not  make  them  pay  higher  prices  for  cotton-made  goods. 
Senator  Lenroot.  The  Government  is  to  buy  that  cotton  at  40 
ents  a  pound  and  sell  it  this  fall  at  20  cents ;  if  that  should  be  done, 
l^ho  pays  the  bill  ? 
Mr.    A3IOROUS.  The  proposition  I  argued  in  October — and  I  am 
ot  g-oin^  to  delay  you  with  any  argument  on  that  now,  although  I 
link  it  is  sound — would  have  saved  this  country  from  starvation. 
Representative  Sumners.  But  here  comes  the  man  who  has  the 
t^heat  to  sell,  and  he  says  he  has  the  staff  of  life;  a  man  can  patch 
is  shirt,  but  he  has  to  have  something  to  eat. 
Mr.  Amorous.  Give  it  to  them  also. 
Senator  LiENROOT.  In  other  words,  you  want  the  Government  to 

^fisue  promises  to  pay 

Mr.  Amorous  (interposing).  I  think  what  you  want  to  do  to 
\eh  the  whole  country  is  to  give  the  Federal  land  bank  proposition 
^ome  money* 
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Representative  Sumners.  You  are  getting  somewhere  now. 

Mr.  Amorous.  And  also  put  the  wheat  fanner  and  the  cottoi 
farmer  and  all  into  a  cooperative  selling  proposition.  They  are  th< 
basis  of  living  for  all  in  this  country,  ana  until  you  do  that  we  wil 
have  no  return  to  prosperity  in  this  country. 

I  thank  you  very  much,  gentlemen.  I  think  I  have  said  everythinj 
I  can  say  on  this  subject. 

Senator  Lenroot.  If  it  be  true  that  this  great  drop  in  prices  i 
world-wide,  would  you  still  say  it  was  due  to  our  financial  system  \ 

Mr.  Amorous.  No,  sir ;  I  think  those  things  are  local  to  each  natioi 
so  far  as  that  is  concerned.  I  have  a  copy  of  Mr.  Harding's  boo 
on  the  functions  and  premises  of  the  Federal  reserve  system.  H 
gave  it  to  me  last  October.  He  makes  the  statement  that  the  f  arme 
should  be  aided  and  stimulated  to  the  full  measure  of  his  harvesi 
He  is,  to  my  mind,  the  commanding  figure  in  finances  in  this  countr 
to-day — in  the  world — because  he  is  the  representative  of  the  Unite 
States,  being  the  head  of  the  Federal  reserve  system,  and  his  wort 
laid  down  for  the  financial  improvement  of  the  people,  should  com 
mand  the  attention  of  Congress.  He  does  not  use  the  word  "  money, 
but  if  money  is  necessary,  he  says,  "Aid  and  stimulate  the  farmer. 
He  says  that  should  be  done,  "  so  that  agriculture  shall  not  languisli. 
And  full  production  is  of  more  value  to  the  people  as  a  whole  thaj 
lesser  production.  They  told  the  people  to  cut  production  down  5 
per  cent  in  order  to  get  higher  prices.  It  has  been  cut,  but  the  prie 
is  not  coming  up  with  the  restricted  production.  But  tliey  did  nc 
do  it  for  that  purpose.  They  did  it  because  they  could  not  suppl 
the  men  to  maKe  the  crop.  One  man  by  the  name  of  Bean  hacl  si 
men  running  plows  last  year,  and  this  year  he  is  running  a  plow  him 
self,  and  he  has  sold  off  his  other  mules  for  what  he  could  get,  an( 
he  is  plowing  what  he  can  himself,  but  has  nobody  working  for  hii 
this  year. 

Senator  Lenroot.  Is  that  not  going  to  tend  to  increase  prices  t 
the  farmers  in  the  end? 

Mr.  Amorous.  The  price  does  not  make  so  much  diffei^nce.  Ii 
1914  he  got  5  cents  for  cotton,  but  that  price  paid  all  the  farmer 
debts.  I 

Representative  Sumners.  You  did  not  get  that  all  the  year  of  191^ 

Mr.  Amorous.  It  was  7^  in, December.  Mr.  Candler,  you  kno\c 
when  cotton  was  5  cents  offered  to  loan  6  cents  a  pound  on  1,000,0(^ 
bales  and  then  the  prices  went  up. 

Representative  Sumners.  And  then  they  organized  a  sort  of  i 
cotton  poll  about  that  time  also.  But  the  truth  was  there  was  a  sor| 
of  a  buyer's  strike  at  that  time,  and  you  could  not  sell  it.  But  i^ 
January  it  went  im  to  26  cents. 

Mr.  Amorous.  Yes,  sir.  And  then  the  exchanges  were  closed,  aD( 
then  when  they  opened  up  it  broke  2  cents  a  pound. 

Representative  Sumners.  When  was  it  you  went  to  these  banks  ii 
Atlanta  and  tried  to  get  some  money  ? 

Mr.  Amorous.  In  December. 

Representative  Sumners.  1920? 

Mr.  Amorous.  Yes;  last  December. 

Representative  Sumners.  It  was  7  per  cent  then,  was  it? 

Mr.  Amorous.  Seven  per  cent  the  Federal  reserve  bank  was 
charging  member  banks ;  yes,  sir. 
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Bepresentative  Sumners.  November  1,  1920,  they  took  off  their 
progressive  rate,  so  there  was  no  progressive  rate  when  you  went 
here  to  that  bank  ? 

Mr.  Amorous.  I  saw  the  statement  made  here  by  Mr.  Williams 
hat  there  was  a  refund  back  also.     I  saw  it  in  the  papers. 

Representative  Sumners.  Yes. 

Mr.  Amorous.  That  is  what  the  President  told  me,  that  they  had 
Bi!v  1  per  cent  profit. 

iJenator  Ljenroot.  In  other  words,  your  bank  could  not  do  busi- 
ly on  a  profit  of  1  per  cent  ? 

Mr.  Amorous.  It  could  not;  it  would  stretch  their  rediscount  abil- 
ty  too  much  to  make  it,  and  they  had  to  take  care  of  their  regular 
nkomers. 

I  claim  that  a  bank  is  a  public-service  corporation,  just  like  a 
ailroad,  and  if  the  Government  is  furnishing  them  the  money  to 
inake  a  profit  off  the  people,  I  think  they  should  function  always 
wifonnly.  We  require  the  railroads  to  do  it,  and  the  Government 
fees  not  support  the  railroads — they  are  now,  under  the  stress  of 
arcumstances,  but  we  will  have  no  return  on  tonnage  until  we  get 
tonnal  production  on  the  farms. 

The  Chairman.  Do  you  think  the  Federal  reserve  bank  rates 
hould  be  such  as  to  enable  the  banks  to  make  a  profit  on  the  money 
bev  borrow  from  the  Federal  reserve  banks  ? 

I  Sr.  Amorous.  Well,  if  necessity  alone  makes  demand  for  money, 
b  matter  what  the  rate  is,  the  loans  will  expand  if  necessity  exists, 
W I  think  that  is  the  main  movement  to  most  people ;  the  necessity 
rill  make  the  borrow. 

The  Chairman.  I  supposed  the  principle  was  that  the  rate  at  the 
federal  reserve  bank  would  be  slightly  above  the  market  rate;  if 
I  was  not  so,  you  would  have  constant  expansion  of  loans  merely 
^r  the  purpose  of  making  a  profit,  whether  the  banks  or  industry, 
9r  the  condition  of  industry,  justified  an  expansion  or  not. 

Jfr.  Amorous.  I  have  had  an  experience  on  that,  and  the  most 
noney  I  ever  made  was  when  I  borrowed  money  at  18f  per  cent, 
^  I  made  a  profit  on  that.  I  lost  my  investment  when  I  borrowed 
wney  at  5  per  cent.    The  rate  is  not  what  makes  it  profitable. 

Representative  Sumners.  Are  you  sure  of  that  ? 

Mr.  Amorous.  No,  sir ;  not  altogether. 

Representative  Sumners.  You  were  probably  engaged  in  some 
Qffhly  speculative  business  when  you  borrowed  money  at  that  rate? 

Mr.  Amorous.  I  bought  a  home  for  $2,500.  And  the  rate  I  paid 
together  amounted  to  18J  per  cent.  I  borrowed  it  through  a  build- 
B?and  loan  association.    I  afterwards  sold  it  for  more  tlian  $50,000. 

Representative  Sumners.  It  was  speculation. 

Mr.  Amorous.  It  was  a  home,  and  I  lived  on  it  29  years.  I  bought 
tfor  a  home.    The  matter  of  the  rate  is  not  so  important. 

Representative  Sumners.  Your  position  is  not,  however,  that  the 
»eoDle  should  pay  that  high  rate  ? 

Mr.  Amokouj^  The  injury  to  the  people  is  the  profiteers.  There 
ipas  a  merchant  in  Atlanta  who  bought  sugar  for  12  cents  and  sold 
J  ior  16  cents,  and  he  was  condemned  to  prison  for  two  years  for 

profiteering,"  for  making  too  high  a  percentage.  But  these  banks 
tnade from  100  to  200  per  cent ;  did  they  profiteer? 
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The  Chairman.  Wliich  banks  are  you  talking  about ;  the  Feden 
reserve  bank  ? 

Mr.  Amorous.  Yes,  sir. 

The  Chairman.  If  they  had  made  less  profits  on  the  amoum 
which  they  loaned  to  the  member  banks,  and  the  member  bi 
loaned  to  the  people  who  wanted  it,  the  credit  would  have  been  ve 
much  more  restricted  than  it  was. 

Mr.  Amcroits.  The  injury  I  see  about  that  is  the  great  amoi 
they  have  piled  up  in  that  bank,  taking  it  from  circulation.    Th 
is  the  injury  to  the  people.     They  injure  the  people  in  the  gi 
amount. 

The  Chairman.  They  do  not  take  it  from  circulation,  and  th 
issue  Federal  reserve  notes  in  relation  to  the  increase  of  loans  a 
discounts. 

Mr.  Amorous.  There  was  $17,()00.0(K),000  out  one  year  in  loj 
and  discounts  in  the  Federal  reserve  member  banks.  l 

The  Chairman.  In  member  banks?  ' 

Mr.  Amorous.  Yes,  sir. 

The  Chairman.  Do  you  think  Federal  reserve  currency  oueht 
keep  pace  with  their  loans  and  discounts  and  be  of  the  same  voTum< 

Mr.  Amorous.  Yes;  I  think  when  a  farmer  grows  a  bushel 
corn  or  a  bale  of  cotton  that  he  creates  a  debt  against  the  peopl 
and  that  money  should  be  created  to  enable  the  exchange  of  ra 
products  with  other  people,  and  the  (xovernment*  itself  maintaii 
the  right  to  create  monev.  I  think  they  should  create  the  mon^ 
to  do  the  business  of  this  country,  and  it  should  be  based  on  th 
quantity  of  products. 

The  Chairman.  It  is. 

Mr.  Amoroits.  No,  sir;  it  is  based  on  the  three  billions  of  gck 
we  have.  That  is  the  joker  in  the  Federal  reserve  system.  It  cM 
expand  ten  or  twelve  times  beyond  the  amount  of  gold  we  hatf 
It  is  a  good  system  otherwise ;  otherwise  it  is  fine.  I  think  we  oiigli 
to  continue  it,  but  we  ought  to  withdraw  the  gold  limit. 

The  Chairman.  What  would  you  make  the  basis  of  currency  then 

Mr.  Amorous.  Products.  If  we  need  an  elastic  currency  to  ex 
pand,  we  need  it  when  the  commerce  of  the  country  needs  it.  W 
need  to  issue  it  in  quantity  up  to  the  value  of  products. 

The  Chairman.  Well,  if  the  business  of  the  country  is  such  tha» 
the  normal  expansion  of  the  banks  is  not  sufficient,  they  borrow  fron 
the  Federal  reserve  banks,  and  that  rediscounted  paper  becomes  tin 
basis  of  P>deral  reserve  notes,  so  that  Federal  reserve  notes  do  ex* 
pand  in  direct  relation  to  the  business  of  the  country. 

Mr.  Amorous.  But  it  is  based  on  our  gold;  it  is  limited  by  tin 
amount  of  gold  we  have.  Mr.  Anderson,  we  can  go  a  certain  limit 
or  a  certain  distance,  in  having  gold  as  the  limit,  but  we  have  go( 
to  get  additional  gold  if  we  keep  up  the  expansion  and  developmeni 
of  industry  equal  to  that  we  had  in  1919.  Then  the  40-per-cenl 
clause  cuts  down  tlie  amount  in  circulation,  and  our  busines  hai 
grown  to  such  an  extent  that  it  went  faster  than  the  nroduction  oi 
gold.  That  is  what  broke  us  down,  in  my  opinion.  Now,  I  couM 
not  go  into  that,  because  I  did  not  study  out  a  financial  system  foi 
the  Government,  so  I  am  unable  to  answer  any  questions  on  that 
I  can  tell  you  the  effect  of  our  present  system,  but  what  the  effect  ol 
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a  chan^  system  would  be,  I  don't  know.  But  we  do  have  to  have 
an  elastic  currency  when  needed  by  commerce,  as  was  announced 
when  that  was  adopted,  but  when  you  limit  it  to  gold,  you  are  limit- 
mthe entire  activity  of  industry'  to  quantity  of  gold. 

Representative  Scmxers.  Is  not  your  difficulty  due  more  to  the 
lack  of  facility,  more  the  difficulty  of  getting  money  to  the  farmer 
■who  has  a  good  basis  for  a  loan,  than  it  is  due  to  the  difficulty  of  a 
hck  of  circulating  medium? 

,  Mr.  Amorous.  I  claim  that  practical  business  shows  in  commerce 
iiat  money  is  a  boat,  a  railroad  train,  and  a  warehouse. 

Bepresentative  Sumners.  Yes. 
I  Mr.  Amorous.  It  is  the  life  of  commerce ;  it  is  the  lifeblood  of  com- 
perce.    You  have  got  to  have  that  if  you  are  going  to  do  business. 
I  Representative  buMXERs.  But  you  must  have  a  track  on  which  to 
bn  your  railroad  or  a  stream  in  which  to  float  your  boat? 
"  Mr.  Amorous.  Yes;  but  if  you  withdraw  all  your  trains  from  your 
Dtd 

Bepresentative   Sumners   (interposing).     What   has   been   with- 

rawn? 

Mr.  Amorous.  In  the  Federal  reserve  system  you  have  withdrawn 

id  hoarded  all  the  real  money  we  have  got. 

Bepresentative  Sumners.  You  have  got  the  trains  then  of  the 

sderal  reserve  system. 

Mr.  Amorous.  You  have  taken  the  trains  off  the  Southern  Rail- 


Bepresentative  Sumners   (interposing).  When  you  went  to  At- 

Bta  you  found  a  man  who  had  a  good  basis  for  credit  ? 

Mr.  Amorous,  Yes,  sir. 

Bepresentative  Sumners.  But  you  did  not  have  an  avenue  through 
Kch  the  man  could  get  teethe  money;  though  the  money  was  there? 
Mr.  Amorous.  I  wrote  a  little  skit  on  tne  money,  which  I  will 
WtAXo  you,  if  you  would  like  to  have  it.    [Reading :] 

'hrsTiit  of  living  and  happiness  Is  a  duty  imposed  on  us  by  our  Creator, 
jifirin?  is  necessary  to  maintain  life. 
'Happiness  is  necessary  for  us  to  desire  to  Uve. 
labor  gives  u.s  a  living. 

The  absence  of  a  policeman  in  the  Garden  of  Eden  made  labor  a  necessity 
I  Uve. 

Police  means  order. 

'Order  is  necessary  for  the  happiness  of  the  individual. 
'Order  is  government. 

GoTemment  Is  to  protect  and  aid  the  individual  in  the  pursuit  of  orderly 
Ipplness. 

People  lived,  labore<i,  and  thrived  before  the  days  of  money. 

They  bartered  and  they  traded*  with  the  baker,  the  butcher,  and  the  brewer. 

They  increased  their  kiml  and  they  spread  everywhere  and  into  distant 
Ws.    And"  yet,  exchanjring,  bartering  and  tradin.s:,  they  used  the  elephant 

K  the  camel,  and  their  kind,  spread  everywhere,  should  eat  and  be  happy. 

Then  it  came  a  time  that  in  the  exchange,  it  was  too  burdensome  for  the 

Ittel  and  the  elephant  to  render  to  each  his  due. 
^aother  vehicle  or  beast  of  burden  was  necessary  to  life  of  all  kinds.    Then 
M*  the  vehicle  of  exchange  money. 

A?es  pass  and  we  are  to-day  In  a  land  of  plenty,  many  have  a  surplus, 
Jwg  of  their  kind  need  this  surplus  in  their  living.  They  that  need  are 
i*«nt— equal  distribution  to  them  that  need  requires  only  a  vehicle  to 
ftTy  to  them  that  they  may  live. 

Bisonler  reigns  in  all  the  lands. 

The  goremment  functions,  provides  the  vehicle,  money,  all  that  need  are 
'applied  and  order  is  restored  among  all  the  people. 
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The  disorder  in  cotton  threatens  the  living  of  many  people;  its  equal  dis- 
tribution  to  those  in  need  is  retarde<l. 

The  kind  in  the  ilistance  who  need  have  not  the  price  to  bring  to  them. 

Hence  dlsonler  is  spread  over  all  the  land  of  plenty. 

The  government,  the  power  of  order,  must  act  and  provide  the  vehicle  of 
equal  distribution,  money,  that  our  kind  that  need  may  be  supplied,  and 
happiness  reign  in  all  the  land. 

That  is  what  I  think  of  money  and  its  proper  use. 

The  Chairman.  They  have  created  money  in  France  and  Germany 
without  any  relation  whatever  to  business  and  business  requirements; 
they  have  done  it  in  Austria,  and  they  have  done  it  in  Hungary; 
do  you  think  they  are  any  better  off  than  we  are? 

Mr.  Amorous.  I  don't  know.  My  opinion  is  Germany  will  control 
the  commerce  of  the  world  without  the  use  of  the  gold  dollar  in  theii 
currency.    That  is  my  opinion. 

The  Chair31an.  I  will  venture  to  say  that  when  they  arrive  ai 
that  point  they  will  have  a  currency  based  upon  gold. 

Mr.  Amorous.  Mr.  Anderson,  if  Europe  was  to  pay  us  ten  billions 
for  instance,  which  is  owing  us,  they  would  have  no  gold.  There  i 
only  eight  billion  in  the  world.  All  Europe  will  abandon  the  use  a 
gold  for  currency.  That  is  my  prediction  as  a  prophet.  Wh; 
should  they  continue?  If  we  were  to  put  all  the  gold  on  a  steame 
and  send  it  to  England  and  it  wa*  sunk  in  the  ocean,  would  w 
starve?  I  say  not.  I  say  we  have  a  wise  Congress  that  knows  wha 
the  Constitution  says  they  shall  do ;  they  would  create  money.  I  cai 
go  to  the  bank  in  Atlanta  and  give  my  note  for  $1,000,  and  they  wil 
give  me  $1,000  for  it.  If  I  take  a  Government  bond  for  a  thousam 
dollars  there,  they  will  give  me  $800  for  it. 

You  could  just  as  well  put  10  grains  of  gold  in  a  dollar  by  fiat  o 
the  Government  as  you  can  put  in  25.8  grains  by  fiat  of  the  Gov 
ernment.  . 

It  is  the  thing  you  use  to  trade  with  as  to  what  you  can  exchanf 
it  for.  You  go  into  one  store  down  here^  and  they  charge  you  $1* 
for  a  hat,  and  Congressman  Lee  will  go  into  another  store  and  gt 
one  for  $5.  Your  dollar  was  worth  50  cents;  the  unit  of  value  wa 
the  hat;  your  dollar  is  worth  what  a  bushel  of  wheat  is — what  y(W 
can  do  with  it  and  how  much  you  can  get  of  the  kind  of  thing  vol 
want  in  exchange  for  it.    The  only  use  for  it  is  for  an  exchan^^  o 

Eroducts.  It  is  only  used  as  a  medium.  You  get  $10,000  as  a  Mem 
er  of  Congress;  your  redeemer  is  not  Congress;  your  redeemer  i 
not  the  Treasury.  ^  You  go  to  a  hotel  and  pay  $200  a  month  for  foo<J 
and  lodging ;  Congressman  Lee  takes  his  money  and  goes  to  anothei 
place,  and  for  the  same  month  he  pays  $100.  You  both  have  youj 
money,  but  yours  was  a  50-cent  dollar.'  I  was  only  using  that  as  i 
simile  of  the  way  we  do  business.  It  is  not  what  we  really  havel 
there  is  no  intrinsic  value  in  the  money;  values  are  relative  in  ex 
change.  We  issue  billions  of  dollars  of  money — the  Governmenj 
does — on  less  than  the  amount  of  gold  we  have.  You  have  twentyi 
four  billions  in  bonds  to  be  paid  in  gold,  and  you  have  not  the  gold 
You  never  had  it,  and  the  people  never  had  the  money  when  the} 
took  those  bonds.     You  printed  it  and  gave  it  to  them. 

The  natural  law  of  supply  and  demand  regulating  prices  has  been 
destroved  by  legislation  in  our  copyright  and  patent  laws,  protective^ 
tariff  laws,  interstate  commerce  law.  Federal  reserve  bank  law,  pro- 
hibition law,  Sherman  antitrust  law,  and  others. 
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I  want  to  thank  you,  ^ntlemen^  for  your  indulgence  and  kindness 
in  listening  to  my  individual  views  about  this  matter  just  as  it 
occurred  to  me  in  my  daily  occupation  in  life.  I  appreciate  very 
much  the  kindness  and  courtesy. 

The  Chairman.  We  are  very  much  obliged  to  you.  The  oommis- 
gon  will  now  take  a  recess  until  2  o'clock  this  afternoon. 

(Whereupon,  at  12  o'clock  and  20  minutes  p.  m.,  the  commission 
Jtood  on  recess  until  2  o'clock  in  the  afternoon  of  the  same  day.) 

AFTER  RECESS. 

The  commission  resumed  its  session  at  2  o'clock  p.  m.,  pursuant  to 
be  taking  of  recess. 

The  Chairman.  Mr.  Dumay,  we  have  not  many  members  of  the 
femmission  here,  but  if  you  do  not  mind  speaking  for  the  record  we 
bll  be  glad  to  hear  you.  Please  state  your  full  name  and  whom 
m  represent. 

SATEMENT  OF  MB.  ALOHZO  M.  DXTHAY,  PRESIDENT  FIBST  HA- 
HOFAL  BANK,  WASHINOTOH,  H.  C,  REPRESENTINO  NORTH 
CAKOIIHA  BAHKERS'  ASSOCIATION. 

I  Mr.  DtiMAY.  My  name  is  Alonzo  M.  Dumay.  I  presume  that  I  am 
|tre  representing  the  North  Carolina  Bankers'  Association.  I  am 
i^sident  of  that  association,  and  also  president  of  the  First  National 
Pink  of  Washington,  N.  C. 

I  regrret  very  much,  Mr.  Chairman  and  gentlemen,  that  I  could 
H  have  a  stronger  representation  here  from  the  North  Carolina 
inkers'  Association.    1  intended  to,  but  I  did  not  have  the  time  to 

Ethem  together.  There  were  one  or  two  that  would  have  come, 
unforseen  circumstances  came  up  which  prevented  their  coming. 
!  Tk  two  men  whom  I  wanted  to  represent  the  North  Carolina 
Wflkers'  Association  could  perhaps  present  this  matter  to  you  in  a 
teter  shape  than  I  can.  I  really  do  not  know  what  I  was  invited 
^  to  testify  about.  I  had  some  correspondence  with  Congressman 
jfard  in  regard  to  the  interest  rates  charged  by  the  Federal  reserve 
wik.  hoping  that  there  might  be  something  done  to  have  that  rate 
*<lu(ed,  believing  that  that  would  be  a  great  benefit  to  business 
'lon^  all  hnes. 

I  do  not  know  whether  this  is  a  matter  I  should  discuss  as  a  banker, 
*^use  as  I  understand  the  national  bank  law  it  was  not  made  for 
le  banks;  it  was  made  for  the  people.  It  was  not  made  for  the 
prpose  of  permitting  the  member  banks  to  make  a  profit  out  of  the 
P'ederal  reserve  bank,  and  neither  was  it  made  for  the  Federal  reserve 
*nk  to  be  a  profit-making  institution.  Therefore  it  seems  to  me 
^t  the  matter  ought  to  be  discussed  from  the  business  man's  point 
rf  view  instead  of  the  banker's.  I  will  endeavor  to  give  you  my 
ideas  as  a  business  man  as  to  why  the  reduction  of  the  interest  i*ate 
rf  the  Federal  reserve  bank  would  be  a  benefit  to  business,  stabilize 
«ness,  and  give  people  confidence. 

Of  course,  I  understand  that  conditions  vary  in  the  several  Fed- 
^1  reserve  districts.  The  district  in  which  I  am,  the  fifth,  is  the 
^ly  one  I  know  about ;  I  do  not  know  the  conditions  in  the  other 
districts. 
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I  believe  that  if  you  will  investigate  you  will  find  that  as  soon  as 
the  Federal  reserve  bank  raised  its  interest  rate  the  price  of  Liberty 
bonds  decreased.  I  think  that  can  be  substantiated.  That  in  itself 
meant  a  loss  of  millions  of  dollars  to  the  people  of  the  country.  I 
believe  that  if  they  had  maintained  their  rate  that  they  started  on  of 
4  per  cent,  based  on  Government  securities,  it  would  in  some  measure 
have  kept  the  bonds  nearer  par. 

The  Chairman*  Is  it  not  a  fact  that  the  bonds  actually  hit  the  bot- 
tom during  the  period  when  the  4  per  cent  rate  was  in  effect  ? 

Mr.  DuMAY.  Yes,  sir;  I  think  that  is  so.. 

The  Chairman.  Then  the  mere  fact  that  the  discount  rate  on  bank 
paper  with  Government  bonds  as  collateral  was  low  does  not  alto 
gether  account  for  their  failure  to  maintain  their  value  ? 

Mr.  DuMAY.  It  was  this  way,  sir.  A  great  many  of  those  bond? 
were  held  by  people  who  were  compelled  to  borrow  on  them.  Wh€i 
we  had  a  4  per  cent  rate,  based  on  the  4  per  cent  bond,  you  mighl 
say  as  preferential  security,  a  man  could  carry  those  bonds  witho\B 
any  loss,  but  as  soon  as  that  rate  was  raised  he  went  to  a  loss  at  onct 

Kepresentative  Sumners.  The  chairman's  statement  was  that  thi 
shrinkage  in  the  bonds  preceded  the  increase  of  the  discount  rate.  I 
that  a  fact? 

Mr.  DuMAY.  No,  sir ;  I  do  not  think  so. 

Kepresentative  Sumners.  You  misunderstood  the  chairman's  state 
ment  then. 

Mr.  DuMAY.  Perhaps  I  misunderstood  the  chairman's  statemei^ 
but  I  think  I  can  substantiate  that,  sir.  I  have  here  the  discoun 
rates  of  the  Federal  reserve  bank,  and  also  a  partial  statement  of  tb 
prices  of  bonds ;  I  did  not  get  the  full  list.  The  bonds  in  Januarj 
1920,  showed  a  very  good  price. 

Representative  JSumners.  What  was  the  price? 

Mr.  DuMAY.  Take  the  first  4's,  for  instance,  94;  second  4's,  91 
third  4's,  95:  fourth  4's,  93;  and  Libertys  were  99.84. 

Now,  the  Federal  reserve  bank  put  into  effect  on  January  5  a  difl 
count  rate  of  4.75  per  cent  based  on  Liberty  bonds  or  Victory  notes. 

Kepi*esentative  Sumners.  What  was  the  rate  just  before  that  time 

Mr.  DuMAY.  The  discount  rate  was  4.50  per  cent.  That  was  oi 
December  15.  On  April  25,  1919,  the  rate  was  4.25  per  cent.  L 
April  of  1920  Liberty  bonds  were  at  a  lower  rate  than  they  were  ii 
January. 

Representative  Sumners.  Do  you  mean  a  lower  rate  or  a  lowe 
price  i 

Mr.  DiTMAY.  A  lower  price.  On  April  20  the  Federal  reserve  ban] 
put  the  rate  up  to  5^  per  cent  on  Liberty  bonds.  It  shows,  to  m; 
mind,  that  it  was  the  cause  of  the  reduction  in  the  price  of  Libert; 
bonds. 

The  Chairman.  Have  you  made  a  comparison  of  the  prices  o 
Lil)erty  lK)nds  during  this  period  with  other  things  which  woul 
indicate 

Mr.  DvMAY.  They  did  recede  in  price. 

The  Chairman.  And  prices  in  general  receded  during  the  samj 
period  ? 

Mr.  DrMAY.  Yes,  sir. 

The  Chairman.  Is  it  not  just  possible  that  the  recession  in  price  o| 
1  liberty  Imnds  was  a  reflect  of  general  price  conditions,  including 


Digiti 


ized  by  Google 


AGRICTJLTURAL  INQUIRY.  241 

the  price  of  industrial  stocks,  rather  than  the  result  of  the  increase 
in  the  discount  rate  ? 

Mr.  DuMAY.  The  position  the  country  bank  was  placed  in,  in 
Xorth  Carolina,  when  they  put  the  rate  of  discount  up  to  6  per  cent 
}ii  aU  classes  of  securities  was  this :  It  almost  prohibited  a  oank  in 
the  State  of  Xorth  Carolina  from  making  any  loans  at  all,  because 
thev  could  not  come  out  even  on  it. 

Sepr^entative  Sumxers.  Making  any  loans  on  what?  On  any- 
3iin^? 

Mr.  DuMAY.  On  anything. 

■  Representative  Si:mner8.  lou  mean  when  they  increased  the  rate 
m  the  Liberty  bonds  they  also  put  the  rate  up  to  6  per  cent — ^the 
general  rediscount  rate? 

'  Mr.  DuMAY.  Yes ;  they  put  their  rate  up ;  on  June  1, 1920,  they  put 
beir  rate  up  to  6  per  cent. 
!  fiepresentative  Sumners.  From  what? 

i  Mr.  DuMAY.  From  5^.  That  rate  is  maintained  to-day ;  it  has  never 
teen  reduced  since  that  time. 

i  Representative  Sumxers.  Well,  how  do  you  people  operate  your 
bnks  down  there,  and  how  do  you  avail  yourselves  of  the  rediscount 
iririleges  under  those  conditions? 

Mr.  DrMAY.  Why,  at  the  present  time  there  is  no  bank  that  would 
k)rrow  money  from  the  Federal  reser\^e  bank  at  the  6  per  cent  rate  to 
Sloan,  because  if  they  did,  they  would  have  to  charge  usury.  There- 
bre,  we  are  almost  prohibited  from  borrowing  for  loaning  purposes. 
'  The  banks  are  in  this  position :  The  first  of  the  year  1920  the  banks 
W  plenty  of  money  on  hand.  They  extended  credits  liberally  to 
fceir  customers.  The  slump  of  prices  of  farm  products,  which  is  our 
jBaitistay  in  our  section,  was  such  that  hardly  anybody  was  able  to 
Ny  their  bills  at  all.  Our  deposits  did  not  increase,  and  we  had 
Bese  loans  on  hand  that  we  could  not  carry  very  well  without  calling 
wtbe  Federal  reserve  bank  for  renewals  constantly.  Therefore,  the 
hnks  were  not  making  these  loans  from  a  matter  of  choice ;  it  was 

matter  of  necessity.  It  did  not  make  much  difference  what  the 
Vderal  reserve  bank  charged,  they  had  to  make  the  loans  to  protect 

temselves.    They  could  not  collect  their  notes  that  they  had  out,  and 

was  a  matter  of  sink  or  swim.    It  would  not  have  made  any  differ- 

<*e  if  the  Federal  reserve  bank  had  charged  them  15  per  cent ;  they 
^ould  have  had  to  pay  it  just  the  same. 

'  The  Chairmax.  Well,  if  the  rate  had  been  4  per  cent  instead  of  5^ 
fter  cent,  you  would  have  loaned  more  money,  w^ould  you  not  ? 
I  Mr.  DuMAY.  Well,  I  do  not  know  that  a  prudent  bank  would  have 
ffcne  so  under  those  conditions,  because  they  were  loaded  up  to  the 
guards  anyhow. 

I  Representative  Sumxers.  When  the  rate  was  increased  to  6  per  cent 
•nd  the  renewal  time  came,  was  the  effect  of  that  increase  to  cause 
the  banks  to  call  their  loans? 

Mr.  DuMAY.  Yes.  sir. 
,  Representative  Simners.  It  would  seem  to  me  that  would  be  the 
inevitable  effect. 

The  Chairman.  But  how  do  you  reconcile  that  statement  with  the 
feet  that  the  loans  of  the  Federal  reserve  bank  nevertheless  contin- 
ued to  increase  and  did  increase  until  along  in  December,  1920? 
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Mr.  DuMAY.  I  do  not  quite  catch  your  question. 

The  Chairman.  How  do  you  reconcile  that  statement  that  the 
effect  of  the  increase  in  the  discount  rate  was  to  compel  the  bankers 
to  call  their  loans  with  the  fact  that  the  loans  and  discounts  of  the 
banks  during  the  period  of  the  last  six  months  of  1920  continued  to 
increase  notwithstanding  the  higher  discount  rate? 

Mr.  Duma Y.  A  great  many  banks  had  to  do  that  to  protect  them- 
selves on  their  deposits.  As  their  deposits  decreased  their  reserve 
funds  became  depleted,  and  they  had  no  other  pla^e  to  go  to  except 
the  Federal  reserve  bank.  That  is  where  the  Federal  reserve  bank 
saved  the  day,  by  being  in  a  position  to  loan  the  bankers  money  to 
take  care  of  their  decrease  in  deposits.  Pretty  nearly  all  the  banks 
in  our  section  lost  deposits  heavily,  and  could  not  collect  their  loans, 
and  because  of  that  we  were  compelled  to  go  to  the  Federal  reserve 
bank. 

The  Chairman.  I  know;  but  I  was  not  speaking  about  the  loans 
of  the  Federal  reserve  bank,  but  the  loans  and  discounts  of  the  mem- 
ber banks  increased  during  this  same  period. 

Mr.  DuMAY.  That  was  caused  by  the  decrease  in  deposits,  largeljv 
There  were  very  few  banks,  as  I  understand  it,  who  made  additional 
loans  beyond  what  they  had  on  hand  at  that  time.  They  merely  re- 
discounted  paper  they  had  on  hand  at  that  time. 

The  Chairman.  But  I  say,  the  loans  of  member  banks  to  their 
customers  during  this  period,  when  you  say  the  effect  of  the  high 
discount  rate  was  to  cause  the  member  banks  to  call  their  loanSi 
were  actually  increasing  instead  of  decreasing. 

Mr.  Dumay.  The  banks  did  try  to  call  them,  but  they  were  unsuc* 
cessful  in  doing  so.  We  reduced  our  loans  very  little.  We  niadi 
the  effort  to  do  so,  but  we  failed.  And  then,  in  the  face  of  decr^asinf 
deposits,  we  were  often  compelled  to  go  to  the  Federal  resersi 
banks  to  get  help  to  take  care  of  the  decreased  deposits. 

Representative  Ward.  If  I  may  be  allowed  to  interrogate  tli« 
witness :  Your  State  rate  is  6  ])cr  cent,  is  it  not  ? 

Mr.  Dumay.  Yes. 

Representative  Ward.  And  the  banks  charge  you  6  per  cent  ? 

Mr.  Dumay.  Yes,  sir. 

Representative  Ward.  You  then,  of  course,  can  not  lend  any  money 
which  you  borrow  as  a  member  bank  from  the  Federal  reserve  bank 
without  violating  the  State  law,  can  you? 

Mr.  Dumay.  No,  sir. 

Representative  Ward.  You  can  not  make  anything  on  it? 

Mr.  Dumay.  No,  sir. 

Representative  Ward.  When  the  rate  was  4J  per  cent,  you  were  left 
a  margin  of  If  cents? 

Mr.  Dumay.  Yes,  sir. 

Representative  Sumners.  Did  they  have  that  rate  on  general  com- 
mercial discounts? 

Mr.  Dumay.  They  did  have  it  previous  to  this  depression.  They 
loaned  money  there  in  November,  1917,  at  3|  per  cent. 

Riepresentative  Sumners.  That  was  the  general  rediscount  rate? 

Mr.  Dumay.  Yes,  sir. 

Representative  Sumners.  Of  course,  people  must  at  times  borrow 
money,  and  the  banks  should  have  some  profit,  not  only  for  the  over- 
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head  but  to  take  care  of  the  element  of  risk  incident  to  the  fact  that 
they  borrow  the  money  and  ^arantee  the  payment  and  loan  it  out 
aorain.  Have  you  got  a  system  down  there  of  brokerage  charges  for 
getting  loans  which  indirectly  permits  a  higher  interest  rate  but  does 
not  violate  the  letter  of  the  law ?    How  do  you  get  around  it? 

Mr.  DuMAY.  There  is  no  way  that  we  can  get  around  the  usury  law. 
Our  State  courts  have  decided  that  any  charge  mac^e  is  usury. 

Representative  Sumners.  Whether  you  call  it  a  commission  or 
what  not  ? 

Mr.  DuMAY.  You  can  not  call  it  anything. 

The  Chairman.  Is  the  maximum  rate  in  your  State  6  per  cent? 

Mr.  Dumat.  That  is  it.  There  is  no  way  that  a  bank  can  get 
around  the  usury  law,  that  I  know  of.  You  can  not  call  it  brokerage, 
you  can  not  call  it  service,  you  can  not  call  it  anything.  The  Supreme 
Court  has  decided  it  is  usury  if  you  charge  a  man  more  than  (5  per 
cent 

Representative  Sumners.  So  the  effect  of  this  situation  has  been 
practically  to  shut  you  people  out  from  the  facilities  of  the  Federal 
reserve  system  ? 

Mr.  DtTMAY.  Absolutelv.  There  is  not  a  prudent  banker  in  the 
State  of  North  Carolina  that  would  borrow  a  dollar  from  the  Federal 
reserve  bank  at  6  per  cent  now  if  he  did  not  have  to.  But  we  have  to 
do  it;  our  necessities  compel  us  to  do  it. 

Representative  Sumners.  To  take  care  of  outstanding  loans  and 
existing  conditions  ? 

Mr.  DuMAY.  That  is  it.  In  our  little  bank  we  onlv  have  $100,000 
capital  and  $100,000  surplus  and  undivided  profits.  We  are  carrying 
tith  the  Federal  reserve  bank  to-day  $300,000,  and  we  have  not  been 
ible  to  get  it  down  since  last  March ;  we  can  not  collect  our  loans. 
That  is  the  position  we  are  in,  and  that  is  the  position  of  90  per  cent 
rf  the  banks  in  that  community  to-day.  We  can  not  possibly  make 
1  dollar ;  we  are  losing  on  the  business.  During  the  last  six  months 
^did  not  make  anything  like  the  profit  that  we  should  have  made  if 
things  were  easy.  The  tighter  money  gets  the  less  money  we  make, 
under  existing  circumstances. 

Representative  Ward.  What  have  you  to  say  as  to  the  justification, 
from  its  standpoint,  of  the  Federal  reserve  bank  making  this  charge  ? 
You  are  not  a  Federal  reserve  bank  man,  I  know,  but  nave  you  any 
suggestion  upon  the  Question  of  whether  they  are  bound  to  charge  6 
per  cent  and  ought  to  f 

Mr.  DuMAY.  They  absolutely  should  not  charge  6  per  cent.  It  was 
not  the  intention  of  the  law,  as  we  all  understand  it,  for  the  Federal 
r^rve  bank  to  be  a  money-making  institution.  They  have  been  a 
great  money-making  institution:  their  balance  sheet  will  show  that 
they  are  the  greatest  money-making  institution,  based  upon  legiti- 
mate business,  that  there  is  in  the  United  States  to-day. 

Representative  Sumners.  Of  course  that  is  already  in  the  record. 
But  they  claim  that  the  system  ought  to  charge  a  little  more  for  re- 
discount privileges  than  is  charged  ordinarily  by  rediscount  banks. 
In  other  words,  they  get  all  the  rediscount  business,  and  become  a 
bank  of  rediscount. 

Mr.  DuMAY.  Take,  for  instance,  the  placing  of  the  fourth  Liberty 
loan,  which  has  nothing  to  do  with  this 
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Representative  Sumners  Let  us  stick  to  this  proposition,  without 
discussing  what  anybody  said  about  banks  placing  loans.  This  is, 
I  think,  one  of  the  most  vital  things  connected  with  mis  whole  investi- 
gation. 

Mr.  DuMAY.  I  fully  ajgree  with  you  on  that. 

The  Chairman.  Now,  let  us  get  to  why  you  think  the  Federal  re- 
serve bank  is  not  justified  in  charging  the  rate  of  6  per  cent. 

Representative  Sumners.  What  have  vou  to  say  on  that  point? 

Mr.  DuMAY.  I  do  not  think  they  are  Justified  m  doing  it. 

The  Chairman.  Why  not  ? 

Mr.  Dumay.  Because  it  makes  money  too  hard  for  the  people  to 
get.  That  is  the  reason.  A  bank  is  not  going  to  go  out  and  borrow 
money  at  6  per  cent  and  loan  it  at  6  per  cent. 

The  Chairman.  Well,  if  you  make  a  rate  of  4  per  cent,  for  in- 
stance, on  paper  secured  by  (iovernment  obligations,  naturally  the 
profit  in  borrowing  it  at  that  rate  and  loaning  it  at  a  greater  rate 
would  induce  an  expansion  of  your  loan  account  with  the  member 
banks.    Now,  that  can  not  go  on  forever,  can  it? 

Mr.  Dumay.  Well,  there  are  times  when  banks  should  not  borrow 
any  money  at  all.  There  are  times  of  the  year  when  we  have  plenty 
of  money  and  have  money  to  loan  without  borrowing  at  all.  There 
is  hardly  any  prudent  banker  will  go  to  the  Federal  reserve  bank  to 
borrow  money  to  reloan  or  go  to  anybody  else. 

The  Chairman.  This  was  the  situation  when  this  rediscount  rate 
was  raised.  Banks  all  over  the  country  were  extending  their 
loans:  many  of  them  were  becoming  very,  very  much  extended. 
Prices  were  going  up.  There  was  a  great  spirit  of  speculation  and 
extravagance  all  over  the  country.  Some  time  or  other  that  expan- 
sion or  extension  had  to  stop? 

Mr.  Dumay.  Certainly. 

The  Chairman.  If  you  do  not  stop  it  by  increasing  the  rediscount 
rate,  how  would  you  stop  it  ? 

Mr.  Dumay.  That  is  a  hard  question  to  answer.  This  high  rati 
charged  by  the  Federal  reserve  bank  in  our  district  did  not  take  effect 
until  very  shortly  before  prices  of  commodities  decreased. 

The  Chairman.  They  began  to  raise  the  rates  in  December,  1919, 
didn't  they?  They  raised  them  slightly  in  December,  1919,  raised 
them  airain  in  April,  and  then  again  in  the  latter  part  of  May,  1920? 

Mr.  Dumay.  On  December  15,  1919,  the  rate,  based  on  Government 
securities,  wj;s  4i  ])er  cent.  On  member  banks'  collateral  notes  and 
customers'  notes  secured  by  War  Finance  Corporation  bonds  it  was 
5}  per  cent.  I  do  not  know  why  that  difference  was  made.  Bant 
collateral  notes  secured  bv  eligible  paper,  45  per  cent.  That  was  D^ 
cember  15,  1919. 

January  5,  1920,  the  same  rate  a])plied — 4}  per  cent. 

January  28,  1920,  there  was  another  rate  sheet  came  out:  Elieible| 
paper,  G  per  cent.  That  was  when  they  put  it  up ;  they  put  it  up 
from  4J  per  cent  to  G  per  cent. 

The  Chairman.  That  was  on  member  banks'  collateral  notes? 

Mr.  Dr:.iAY.  On  meml  er  banks'  <  olhiteral  notes  secured  by  eli<riWt 
paper.    Secured  by  Liberty  bonds  or  Victory  bond  notes,  5^  percent 

The  Chairman.  That  was  in  January,  1920? 

Mr.  Dumay.  January  23,  1920,  was  the  date. 
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The  Chairman.  That  was  considerably  previous  to  the  time  prices 
began  to  drop  ? 

Mr.  DuMAY.  Our  prices  began  to  drop  on  aorricultural  products 
in  the  latter  part  of  August,  when  we  opened  our  tobacco  market. 
That  was  when  we  got  the  first  blow. 

The  Chairman.  August,  1919? 

Mr.  DuMAT.  1920. 

The  Chairman.  If  the  interest  rates  had  stayed  at  the  low  point, 
it  the  point  they  were  in  1919,  would  the  banks  have  gone  on  ex- 
tending further  loans,  becoming  more  and  more  extendeo,  and  if  the 
price  drop  had  come  just  the  same,  as  the  result  of  a  falling  off  of 
consumption  and  a  falling  off  of  exports,  would  not  the  result  have 
been  much  worse  than  it  was? 

Mr.  Dumay.  I  do  not  think  it  would,  sir,  because  the  banks  were 
borrowing  in  the  latter  part  of  last  year  and  the  first  part  of  this 
year  from  necessity.  They  were  not  making  any  new  loans.  None 
of  the  banks  down  in  our  section  of  the  country  made  any  new  loans 
(fnring  that  period.  If  they  borrowed  more  money  than  they  had 
Airing  the  middle  of  1920,  they  did  it  to  protect  themselves,  not  to 
loan  to  the  customers.  They  just  simply  used  the  paper  that  they 
had  already  loaned  on. 

The  Chairman.  I  am  trying  to  get  at  the  theory  of  the  proposi- 
tion. You  make  the  general  statement  that  the  policy  of  adopting 
I  discount  rate  of  6  per  cent  is  wrong.  Now,  then,  the  only  way  I 
can  find  out  whether  it  is  wrong  or  not  is  to  try  to  find  out  what 
would  have  happened  if  it  had  not  been  done. 

Mr.  Dumay.  That  we  do  not  know. 

The  Chairman.  Maybe  we  can  make  a  pretty  good  guess.  (Jen- 
erally  speaking,  this  is  true,  is  it  not,  that  if  you  have  a  low  redis- 
count rate  the  tendency  on  the  part  of  the  member  banks  would  be 
to  rediscount  paper  and  borrow  for  profit? 

Mr.  Dumay.  Yes,  sir;  under  ordinary  circumstances  that  would 
be  so.  But  it  would  not  have  been  so  during,  I  might  say,  the  last 
fiii  months. 

The  Chairman.  The  last  six  months  of  1920? 

Mr.  Dumay.  Yes;  and  the  first  six  months  of  1921.  I  do  not  be- 
lieve that  any  prudent  banker  would  voluntarily  have  increased  his 
loans. 

The  Chairman.  Then,  in  your  jud^ent,  the  situation  would  have 
Wn  in  that  case  that  loans  and  discounts  would  have  fallen  off 
just  as  they  did  anyhow,  and  prices  would  have  fallen  off  just  as  they 
'lid  anyhow,  but  the  rate  of  interest  which  the  member  banks  would 
kave  had  to  pay  on  rediscounting  paper  would-  have  remained  at  a 
low  point? 

Mr.  Dumay.  I  think  so. 

Representative  Sumners.  It  seems  to  me  that  in  considering  this 
)^hole  proposition  there  are  two  phases.  One  is  whether  or  not  the 
increase  of  the  rediscount  rate  was  justified  at  the  time  it  was  im- 
P^d.  Of  course,  that  is  a  matter  of  history,  and  involves  simply 
Ae  proposition  of  whether  or  not  it  is  to  be  criticized.  The  more 
inaportant  thing  about  the  whole  matter,  it  seems  to  me,  however,  is 
|hat  under  the  existing  conditions  of  the  country,  having  stopped  thi» 
inflation,  if  the  Federal  reserve  bank  system  ought  not  bv  the  redn**- 
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tion  of  the  rediscount  rate  to  enable  these  member  banks  to  begin  to 
function  to  take  care  of  the  pressing  necessities  of  the  people. 

The  Chairman.  Mr.  Dumay  say  they  could  not  have  taken  care 
of  them  any  more,  because  even  if  the  rate  of  discount  had  been  low 
they  would  not  have  extended  their  loans  and  discounts.  But,  of 
course,  they  could  not  take  care  of  the  people  who  wanted  loans  and 
did  not  have  them  unless  they  loaned  more  money. 

Eepresentative  Sumners.  The  chances  are,  it  seems  to  me,  that, 
perhai)s.  the  community  loan  would  not  have  great  increased,  pro- 
vided the  banks  had  made  some  new  loans.  For  instance,  if  a  bank 
had  loaned  some  money  on  good  securities,  would  it  not  have  enabled 
the  farmer  to  pay  his  debts,  to  settle  his  doctor  bill,  and  the  doctor 
to  J^ettle  up  with  the  bank,  and  so  on?  And  the  total  of  the  com- 
munity's outstanding  debts  might  not  have  been  increased,  even  if  the 
banks  had  not  been  paralyzed  by  this  rate.  I  am  not  sure  about 
that. 

Mr.  Dumay.  That  is  the  idea  I  have  of  it,  sir,  exactly.  I  beUeve 
that  if  the  Federal  reserve  bank  had  reduced  its  rediscount  rate  it 
would  have  given  the  people  confidence  as  much  as  anything  else 
and  started  the  wheels  of  business  moving  around.  If  a  man  comes 
into  your  bank  and  you  tell  him  he  can  not  get  any  money,  because 
you  are  loaned  up  to  the  limit  and  because  money  is  costing  so  much 
you  can  not  afford  to  lend  it  to  him,  it  keeps  many  a  man  from  pay- 
ing his  debts.  I  have  known  that  to  occur  in  many  cases  where  a 
fellow  had  the  money  to  pay  his  debts  and  would  not  do  it  because 
he  did  not  know  what  was  going  to  happen. 

The  Chairman.  Let  us  analyze  that.  Apparently  farm  prices 
bepan  to  fall  before  wholesale  prices  and  retail  prices  after  wholesale 
prices.  The  principal  thing  that  the  farmer  complained  about  was 
not  only  that  his  prices  were  being  brought  down  but  that  retail 
prices  did  not  come  down  in  proportion.  Now,  if  you  had  reduced 
the  rediscount  rate  in  June,  1920,  for  instance,  and  as  a  result  of 
that  you  had  brought  about  some  revival  of  business,  would  not  the 
effect  have  been  to  arrest  the  downward  movement  of  wholesale  and 
retail  prices,  and  thus  to  retard  the  coming  together  of  these  prices 
upon  a  reasonable  basis  of  margin? 

Mr.  Dumay.  It  would  not  have  done  so  unless  there  had  been  an 
ap])reciable  amount  of  loans  collected  or  banks'  deposits  increased, 
because  I  am  sure  that  no  prudent  banker  would  make  additional 
loans  under  existing  circumstances  and  could  not  afford  to  have 
done  it. 

Representative  Sumners.  Assuming  that  it  would  have  had  some 
effect  in  retarding  the  decrease  in  wholesale  and  retail  prices,  if  at 
the  same  time  it  would  not  have  created  so  low  a  level  for  agricul- 
tural commodities,  which  they  would  have  had  to  go  down  to  meet, 
it  would  seem  to  me  we  would  have  had,  perhaps,  a  more  desirable 
situation,  in  view  of  the  existing  debts  in  this  country,  national  and 
private,  than  if  we  had  put  all  debts  to  an  extraordinarily  low  level. 

Mr.  Dumay.  It  is  going  to  operate  this  wav,  if  that  rate  continues. 
It  is  going  to  operate  in  a  way  to  keep  the  bankers  from  extending 
credit. 

The  Chairman.  Why? 

Mr.  Dumay.  Because  they  can  not  break  even  on  the  proposition; 
they  will  lose  money  every  time.    You  must  have  some  margin  of 
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profit  if  you  take  care  of  your  risk  and  your  overhead.    You  can  not 

uorrow  money  at  6  per  cent  and  loan  it  at  6  per  cent. 

^e  Chairman.  Well,  generally  speaking,  the  country  over,  that 
i  not  the  situation,  is  it? 

Mr.  DuMAT.  It  is  so  except  in  a  very  few  States.  South  Carolina 
has  an  8  per  cent  rate.  They  can  go  to  our  Federal  reserve  bank  and 
make  2  per  cent. 

The  Chairman.  And  they  evidently  have  done  so. 

Mr.  DcMAY.  Yes;  surely  they  have.    However,  I  do  not  think  that 
ibeir  loans  to-day  reflect  a  profit.    The  large  amount  of  commodities 
beld  in  South  Carolina  is  because  of  the  large  amount  they  are  carry- 
ing with  the  Federal  reserve  bank. 

The  Chairman.  Now,  if  your  theory  of  this  thing  is  right,  the  fact 

"■  that  you  can  not  loan  what  you  borrow  from  the  Federal  reserve  bank 

•t  a  profit  retards  loans  in  North  Carolina,  it  would  seem  to  follow 

that  in  Soutli  Carolina  where  the  rate  is  8  per  cent  it  would  not  have 

that  effect.    The  fact  is  that  the  loans  and  discounts  of  the  North 

Carolina  banks  since  1914  has  increased  194  per  cent,  and  the  loans  in 

South  Carolina  have  increased  166  per  cent.    So  that  although  in 

South  Carolina  they  could  have  charged  a  higher  rate  of  interest 

dian  you  could  charge,  they  still  were  not  as  much  extended  as  you 

were. 

Mr.  Dumay.  That  is  true. 

Representative  Sumners.  Now,  it  may  be  just  the  opposite  is  shown 
by  that ;  maybe  it  is  shown  that  if  the  people  could  get  some  money 
they  could  keep  their  industries  active  and  reduce  their  debts. 

The  Chairman.  I  am  taking  his  theory  for  what  it  is  worth;  I  am 
trying  to  see  whether  it  develops  in  line  with  what  actually  occurred. 
Apparently  it  does  not. 

Kepresentative  Sumners.  I  think  my  statement  explains  how  it 
Wppiened. 

The  Chairman.  Well,  you  are  theorizing  about  it. 

Mr.  DuMAY.  It  is  a  matter  for  theorizing,  anyway,  I  guess.  I  am 
Mily  giving  you  my  individual  position  in  the  matter.  I  know  very 
we\\  that  I  would  not  borrow  a  dollar  from  the  Federal  reserve  bank 
at  6  per  cent  unless  I  had  to  do  it. 

The  Chairman.  Is  it  not  the  very  theory  of  the  Federal  reserve 
•  sy^m  that  a  bank  is  not  pi^pposed  to  borrow  from  the  Federal  re- 
flerve  bank  unless  it  has  to? 

Mr.  DuMAY.  Well,  that  is  one  reason  that  the  Federal  reserve 
fcanks  were  created,  I  presume,  to  take  care  of  emergencies.  I  do  not 
take  it  that  the  Federal  reserve  bank  was  created  for  a  member  bank 
to  make  money  out  of  it. 

The  Chairman.  Assuming  that  that  is  the  case,  the  normal  dis- 
count rate  would  be  a  rate  slightly  above  the  market  rate  for  money  ? 

Mr.  DuMAY.  It  might  be  a  less  rate  through  the  Federal  reserve 
bank. 

The  Chairman.  It  is  not  in  any  other  country  in  the  world,  and 
it  was  not  in  this  country  up  to  the  beginning  of  the  war. 

Mr.  DuMAY.  You  will  find  that  when  the  Federal  reserve  bank 
raises  its  rate  of  discount  the  money  centers  will  just  go  them  one 
better.  If  you  put  it  on  that  basis,  there  would  be  no  end  to  where 
the  rate  would  go. 
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The  Chairman.  That  is  not  demonstrated  by  the  Federal  reserve 
bank  here  or  by  banks  in  other  countries.  For  instance,  the  redis- 
count rate  of  the  Bank  of  England  all  through  the  period  of  the  war, 
when  interest  rates  were  at  the  highest,  was  constantly  above  the 
market  rate  for  money,  and  so  the  Federal  reserve  rediscount  rate 
here  was,  until  the  war,  above  the  market  rate  for  money. 

Mr.  DuMAY.  I  was  not  aware  of  that  fact. 

The  Chairman.  Of  course  the  minute  you  put  the  rediscount  rate 
below  the  market  rate  you  invite  the  banks  to  borrow  money  from 
the  Federal  reserve  bank  for  purposes  of  profit,  which  you  yourself 
say  is  not  the  purpose  for  which  it  was  created. 

Mr.  DuMAY.  Some  of  our  neighbors  had  occasion  to  borrow  money 
in  New  York.  I  have  never  done  that.  What  money  I  have  bor- 
rowed since  the  Federal  reserve  bank  has  been  in  existence  I  bor- 
rowed from  the  Federal  reserve  bank.  But  they  had  to  pay  7  and 
7^  per  cent  for  money,  and  some  of  them  as  high  as  8  per  cent.  The 
Federal  reserv  e  bank  rate  in  this  district  was  6  per  cent.  That  is  the 
reason  I  ventured  the  assertion  that  money  would,  as  a  rule,  be 
above  the  Federal  reserve  bank  rate.  I  base  it  upon  that  proposition 
entirely. 

The  Chairman.  Normally  it  is  not.  It  has  been  in  this  country 
ever  since  the  beginning  of  the  war,  and  in  my  judgment  that  fact 
is  responsible  for  a  good  deal  of  the  trouble  we  have  had.  A  good 
deal  of  the  expansion  that  took  place  in  1919  was  due,  in  my  judg- 
ment, to  the  fact  that  the  war  nuance  of  the  Government  and  the 
necessity  of  borrowing  monev  necessitated  keeping  a  low  rate  of 
interest  on  loans  by  the  Federal  reserve  bank,  and  that  brought 
about  the  period  of  speculation  that  we  had  in  1919.  If  it  had  been 
possible  early  in  1919  to  raise  the  discount  rate,  that  period  of  expan- 
sion probably  would  not  have  occurred.  It  was  not  possible,  be* 
cause  the  Government  was  undertaking  to  sell  those  loans  at  a  rate 
below  the  market,  and  it  could  not  be  done  unless  the  rediscount 
rates  were  also  below  the  market. 

Mr.  DuMAY.  I  made  that  statement  based  upon  the  facts  that  I 
knew;  that  was  all.  I  do  not  pretend  to  keep  up  with  financial 
affairs.  I  am  down  in  the  country,  you  know.  I  have  no  doubt  your 
statement  with  regard  to  that  is  correct,  and  I  only  speak  from  cir- 
cumstances that  I  know  myself. 

The  Chairman.  I  do  not  want  to  be  misunderstood  myself,  and 
am  not  assuming  that  the  policy  of  continuing  the  pi-essure  of 
high  discount  rates  all  through  the  period  of  the  last  six  months  of 
1920  and  the  first  six  months  of  1921  is  necessarily  sound. 

Eepresentative  Ward.  You  have  made  an  interesting  sugcrestion 
here.  Mr.  Chairman,  and  something  that  is  new  to  me,  that  it  was 
never  contemplated  that  the  member  banks  should  borrow  money 
from  the  Federal  reserve  bank  for  the  purpose  of  lending  it  to  the 
customer  to  make  a  profit  on  it.  If  a  bank  wants  to  lend  money  to 
me  and  the  law  of  North  Carolina  says  it  shall  not  charge  me  more 
than  6  per  cent,  and  it  has  to  go  to  Richmond  and  borrow  it  at  7 
per  cent,  it  is  something  like  the  case  of  that  frog  in  the  well  that 
jumps  up  1  foot  at  night  and  drops  back  2  feet  in  the  daytime,  and 
the  proposition  is,  what  time  will  he  get  out? 
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The  Chairman.  It  is  a  question  whether  the  market  rate  follows 
the  rediscount  rate  or  whether  the  rediscount  rate  follows  the  market 
rate. 

Representative  Ward.  It  presents  one  proposition  that  can  not  be 
denied,  that  the  Congress  would  be  compelled  to  put  some  re«^ulation 
ppon  the  Federal  reserve  system  that  would  force  a  different  policy 
in  Xorth  Carolina  from  that  adopted  in  Texas,  where  the  maximum 
rate  is  10  per  cent,  as  against  G  per  cent  in  North  Carolina,  for  to 
leave  the  Federal  reserve  system  to  arbitrarily  enforce  the  same 
letfulation  or  the  same  policy  in  two  States  would  seem  to  me  to  leave 
the  low  interest  rate  State  absolutely  behind  in  the  race  of  life. 

Representative  Sumners.  If  the  pjesent  policy  is  maintained,  if  the 
piv?ent  high  rediscount  rate  is  continued.  North  Carolina  will  have 
to  increase  its  interest  rate  or  reconcile  itself  to  the  fact  that  it  is 
hrt^^ly  shut  off  from  access  to  the  facilities  of  the  Federal  reserve 

3/r.  Dumay.  We  have  certainly  tride  to  do  that,  sir,  but  we  meet  a 
frost  every  time  we  try  it. 

Representative  Ward.  A  frost  that  gradually  changes  into  snow. 

The  Chairman.  I  can  see  that  the  limitation  you  are  confronted 
with  in  the  matter  of  the  interest  rate  is  too  great,  even  in  normal 
times.  A  margin  of  1  per  cent  would  be  a  very,  very  high  margin 
letween  the  Federal  reserve  bank  rate  and  the  market  rate  for  money. 
It  unquestionably  would  discourage  borrowings  on  the  part  of  the 
banks,  when  they  ought  to  be  encouraged. 

Mr.  Dumay.  We  can  not  do  business  on  a  1  per  cent  margin, 
bking  into  consideration  the  risk. 

Kepresentative  Sitmners.  Of  coui*se,  when  you  have  got  consider- 
tble  local  deposits  and  you  only  have  to  borrow  enough  to  main- 
4iin  your  reserves  you  can  afford  to  borrow  enough  to  keep  up  your 
tt^rve,  depending" upon  the  reloaning  of  your  deposits,  I  presume, 
fciTour  profits:  and  if  you  can  get  a  margin  of  1  per  cent  you  will 
IPtitback? 

Mr.  Dumay.  Oh,  yes.  You  see,  when  your  reserve  is  depleted  in 
tie  Federal  reserve  bank  you  do  not  pay  a  6  per  cent  rate ;  you  pay 
M  8  per  cent  rate.  They  charge  you  2  per  cent  above  the  regular 
discount  rate  for  the  amount  depleted  in  your  reserve  fund.  In 
addition  to  that,  they  will  only  loan  for  15  days  at  a  time  and  on 
bankers'  collateral  notes  secured  by  eligible  securities  or  Government 
bonds.  That  is  another  hardship.  However,  that  is  a  regulation,  I 
presume,  and  they  think  it  advisable. 

The  Chairman.  It  is  a  matter  of  law,  not  of  regulation. 

Mr.  Dumay.  I  did  not  know  that  that  was  so. 

The  Chairman.  I  might  say  that  when  the  Federal  reserve  bank 
«ct  was  first  passed  it  contained  no  provision  at  all  for  loans  on  the 

Cper  of  member  banks  coUateraled  by  eligible  paper  or  Government 
nds.  That  was  a  policy  adopted,  as  I  recall,  about  1917. 
Mr.  Dumay.  We  have  been  carrying  with  the  Federal  reserve  bank 
for  almost  a  year  a  large  note  that  we  have  renewed  every  15  days 
&t  6  per  cent.  That  amounts  to  more  than  the  6  per  cent  rate ;  that  is 
^pound  interest  every  15  days.  That  is  the  way  it  works  out. 
However,  as  a  banker  I  am  making  no  protest  at  all.  If  it  is  their 
^^ation  or  if  it  is  the  law,  we  certainly  have  to  do  it. 
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If  there  could  be  some  way  arranged  whereby  the  Federal  reserve  ' 
bank  could  lower  its  rate  and  still  keep  the  banks  from  borrowinf^ 
money  from  them  for  speculative  purposes  it  would  be  the  thing 
to  do. 

The  Chairman.  They  tell  us  they  tried  to  do  that  in  1919,  and 
every  effort  was  made  by  the  Federal  reserve  banks  and  the  Federal 
Reserve  Board  to  discourage  the  speculation  that  took  place  in  1919. 
Banks  were  urged  to  make  loans  with  great  caution,  and  all  that 
sort  of  thing,  but  it  did  not  work.  And  with  this  expansion  con- 
tinuing and  the  reserves  of  the  Federal  reserve  banks  gradually 
foing  down  they  found  themselves  confronted  with  the  necessity — 
am  telling  you  their  story  now — of  taking  some  other  action  to 
stop  the  expansion  and  speculation  that  was  occurring  all  over  the 
country.  That  was  the  begining  of  the  adoption  of  the  higher  redis* 
count  rates. 

Mr.  DuMAY.  Member  banks  are  restricted  to  10  per  cent  of  theie 
capital  and  surplus  in  making  loans,  and  there  are  mighty  few  bank* 
which  will  violate  that  restriction.  It  seems  to  me  there  could  b^ 
some  plan  adopted  whereby  the  Federal  reserve  banks  could  con* 
trol  the  matter  of  banks  borrowing  from  them  for  speculative, 
purposes. 

The  Chairman.  Do  you  think  it  would  be  preferable  to  set  up 
somebody  in  the  Federal  reserve  bank  as  arbiter,  to  arbitrarily  paal 
on  the  question  of  whether  a  bank  should  have  a  loan  or  whether  it 
should  not  have  a  loan,  or  it  would  be  better,  on  the  other  hand, 
to  regulate  it  by  a  rediscount  rate  which  applies  to  everybody  in  tb| 
same  way? 

Mr.  DuMAY.  I  should  think  it  would  be  better,  if  it  could  be  done^ 
to  have  some  regulatory  force  in  the  bank  to  control  the  speculative 
feature.  f 

The  Chairman.  I  have  a  notion  that  if  w§  had  somebody  in  thefl| 
Federal  reserve  banks  undertaking  to  pass  on  loans  which  membef 
banks  should  have,  determining  that  one  loan  was  speculative  and 
another  one  was  not,  that  they  would  not  take  certain  paper  fot 
rediscount  because  it  was  speculative  and  they  would  take  other  paper 
because  it  was  not  speculative,  the  banks  would  be  the  first  fellows  to 
object. 

Mr.  DuMAY.  They  do  that  right  now,  sir ;  they  will  not  take  paper 
based  upon  real  estate  security.  ^ 

The  Chairman.  Well,  that  is  because  the  law  will  not  permit' 
them  to,  not  because  thev  have  somebody  to  decide  that. 

Mr.  DuMAY.  They  will  not  take  notes  secured  by  any  stocks  or 
bonds,  outside  of  Government  bonds. 

The  Chairman.  That  is  because  the  law  prohibits  it.  The  law 
itself  adopted  that  policy,  but  you  would  set  somebody  up  there  to 
use  his  own  judgment  over  the  judgment  of  the  bank  as  to  what 
loans  the  bank  should  make  and  what  loans  the  bank  should  not 
make. 

Mr.  DuMAY.  Well,  I  did  not  mean  the  view  the  bank  would  take 
itself  of  regulating  the  loans,  but  to  pass  upon  whether  the  bank ! 
was  entitled  to  additional  credit  for  its  self-protection  rather  than  | 
for  speculation.    That  is  my  idea  about  it. 

The  Chairman.  Does  not  that  involve  in  itself  a  determination  of 
the  character  of  the  member  banks'  transactions?     It  comes  right 
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hack  to  the  same  point  either  way.  Either  the  Federal  reserve  bank 
has  to  take  the.  position  that  it  will  regulate  the  volume  of  redis- 
counts by  rediscount  rates  or  else  it  has  got  to  take  the  position  that 
it  is  going  to  set  itself  up  as  the  arbiter  of  the  question  wherever  it 
believes  that  rediscounts  ought  not  to  be  granted.  And  it  seems  to 
me  that,  take  it  by  and  large,  the  first  is  preferable,  because  it  leaves 
the  management  of  the  banks  to  the  banters  and  leaves  the  question 
to  him  to  determine  whether  he  wants  a  rediscount  or  not. 

Mr.  Ddmat.  The  increase  of  the  rates  will  effectually  stop  the 
banks  from  borrowing  money  except  in  cases  of  distress.  Where  a 
bank  gets  in  distress  they  have  to  pay  whatever  is  required  of  them ; 
the  country  bank  would  not  voluntarily  pay  a  higher  rate  of  interest 
than  they  can  get  on  loans.  On  the  other  hand,  they  might  be  called 
apon  to  pay  a  higher  rate  to  protect  themselves. 

The  Chairman.  Is  there  not  something  rather  receptive  in  that 
raggestion,  in  view  of  the  fact  that  the  bank,  of  course,  does  not  bor- 
row from  the  Federal  reserve  bank  the  amount  which  it  is  loaning  to 
ils  borrowers,  but  only  borrows  the  proportion  of  the  loan  which  is 
lecessary  to  maintain  its  reserve ?    Is  not  that  true ? 

Mr.  DuMAY.  Yes. 

The  Chairman.  I  have  asked  you  enough  questions.  .1  did  not 
lant  to  stop  you  from  presenting  any  matter  that  you  have  in  mind, 
IT.  Dumay. 

Mr.  DuMAY.  No,  sir;  I  do  not  think  of  anything  further. 

The  Chairman.  The  commission,  I  think,  appreciates  the  diffi- 
talty  that  confronts  you  in  the  fixed  maximum  rate  of  interest  that 
Bbe  bank  can  charge — a  situation  that  probably  does  not  exist  in 
Niv  States. 

Mr.  DuMAY.  We  are  in  a  very  unfortunate  position — there  is  no 
pestion  about  that — and  we  can  not  help  it.  We  have  tried  our  best 
» remedy  it,  but  we  have  been  unsuccessful  in  doing  so. 

'fte  Chairman.  We  are  very  much  obliged  to  vou,  Mr.  Dumay. 

Ut.  Dumay.  You  are  entirely  welcome,  sir ;  and  I  appreciate  being 
billed  if  I  have  done  any  good. 

The  Chairman.  Now,  Mr.  Mosher,  we  will  listen  to  you  for  a 
»bile,  and  you  can  tell  us  what  happened  in  the  ninth  Federal  re- 
»r\'e  district. 

nATEHENT  OF  HR.  CTJETIS  L.  HOSHEB,  ASSISTANT  FEDEEAL 
KESEKVE  AGENT  AHB  SECBETABY  OF  THE  BOAEB  OF  THE  FEB- 
BELAL  BESEBVE  BANE  OF  THE  NINTH  FEBEBAL  BESEB7E  BIS- 
TKIGT,  lONNEAPOLIS,  HINN. 

Mr.  Mosher.  Mr.  Chairman,  I  want  to  be  just  as  brief  as  possible. 
*Dd  I  do  not  want  to  burden  your  record  with  unnecessary  material ; 
*nd  if  you  will  ask  me  such  questions  as  you  choose  to  ask,  and  on 
which  you  would  like  information,  I  would  be  glad  to  answer ;  or  if 
you  would  like  to  have  me  go  ahead  and  outline  what  has  happened 
in  the  ninth  Federal  reserve  district  I  can  proceed  and  do  that. 

The  Chairman.  If  you  will  proceed  and  outline  what  has  hap- 
pened in  the  ninth  Federal  reserve  district  you  may  do  so,  and  then 
^e  members  of  the  commission  can  ask  you  questions  and  draw  out 
%  additional  statements  they  desire. 
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Mr.  MosHER.  I  presume  this  commission  is  fully  advised  of  the 
situation  with  which  the  Federal  reserve  bank  has  to  deal  in  the 
ninth  Federal  reserve  district.  In  the  first  place,  we  have  in  our 
district  8,863  banks.  Two  thousand  two  hundred  and  twentj^-eight 
of  those  banks  are  ineligible  for  membership  in  the  Federal  reserve 
system,  for  the  reason  that  they  are  State  banks  and  have  not  suffi- 
cient capital;  they  have  not  a  sufficient  amount  of  capital  necessary 
to  establish  a  national  bank  at  the  same  point,  and  therefore  then 
is  no  opportunity  for  those  banks  to  come  into  the  Federal  reseYtc 
svstem  until  their  growth  is  sufficiently  advanced  through  capital  tc 
ttie  required  point. 

We  have  1,016  members  out  of  the  3,863  banks,  and  those  are  the 
only  banks,  of  course,  of  which  I  speak. 

The  Chairman.  How  many  of  those  banks  are  State  banks? 

Mr.  MosHER.  One  hundred  and  thirty-four  of  the  member  banks 
are  State  banks,  and  882  of  the  member  banks  are  national 
banks.  The  growth  of  the  State  bank  membership  has  been  ver^ 
satisfactory. 

I  think  the  clearest  way  of  stating  our  situation  in  the  nintl 
Federal  reserve  district  is  to  go  back  a  little  bit,  to  the  fall  of  1918 
That  was  the  last  crop  liquidation  we  had.  In  that  year  the  croj 
came  on  in  good  shape ;  it  was  a  go^d  crop ;  railroad  facilities  wen 
adequate,  and  the  crop  moved  very  promptly  to  its  markets.  Then 
was  nothing  to  interfere  with  the  free  and  natural  flow  of  the  croj 
to  the  terminals,  and  at  the  end  of  the  year,  although  our  rediscount 
had  been  up  to  $97,000,000  on  the  13th  of  September,  1918,  they  Aven 
down  again  to  $3,500,000.  In  other  words,  there  had  been  tb 
seasonal  demand  that  was  contemplated  by  the  law;  the  season* 
demand  had  come  and  pone,  and  the  liquidation  had  occurred,  am 
coincident  with  the  liquidation  there  was  a  reduction  of  tU 
$97,000,000  in  rediscounts — which  had  been  reduced  by  some  almod 
$94,000,000. 

In  1919  when  the  crop  came  on  with  the  fall  seasonal  demand — ant 
that  is  the  big  demand,  as  you  know,  in  our  district — we  enconnteret 
in  the  first  place  a  serious  railroad  situation — a  very  acute  railroac 
situation ;  a  very  acute  car  shortge.  I  was  a  member  of  the  committee 
which  bombarded  the  railways  and  Interstate  Commerce  Commissioa 
with  reauests  for  cars  for  the  purpose  of  moving  our  grain  to  the 
terminals,  and  they  did  the  best  they  could  do  for  us,  but  at  best 
the  supply  was  decidedly  unsatisfactory  and  insufficient. 

We  nad  at  the  same  time  an  exceptionally  early  winter,  and  the 
result  was  that  the  country  roads  were  blockaded  before  the  crops 
had  reached  the  shipping  points.  The  result  of  that  was  that 
liquidation  did  not  occur  at  the  usual  time — that  is  to  say,  from 
the  15th  of  September  on  through  the  late  fall.  "  \ 

By  the  first  of  October  the  movement  of  grain  in  our  territory 
ought  to  be  in  pretty  good  swing,  and  by  the  middle  of  October  it 
ought  to  be  in  full  swing,  and  by  the  end  of  the  year  it  ought  to  he 
pretty  well  along. 

Representative  Sumners.  What  do  you  mean  by  pretty  well 
along — if  it  will  not  interrupt  you? 

Mr.  MosHER.  I  mean   to  say  that  the  harvested  grain  should  have 
reached  the  terminal  markets  by  the  end  of  the  year,  in 
practice. 
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The  Chairman.  At  least  65  or  70  per  cent  of  it  should  be  in  by 
bttime? 

Mr;MosHER.  Yes;  it  should  be  in  and  on  its  way  to  the  consumer, 
r  to  the  mills,  as  the  case  might  be. 

But  that  did  not  occur,  as  I  said,  in  1919;  and  it  was  not  until 
ebruary  2,  1920,  that  any  liquidation  began.  Then  it  was  small 
ttd  only  temporary.  At  the  end  of  the  month  of  January,  1920, 
ar  bank  carried  an  overload  of  $65,657,534  of  credit.  That  was  a 
henomenally  large  amount  for  that  period  of  the  year.  It  was 
le  first  time  that  we  had  ever  gone  over  the  first  of  the  year  with 
Q  abnormal  load  of  unliquidated  paper. 

There  have  been  only  two  months  in  the  20  months  since  then  in 
hich  the  total  rediscounted  paper  in  our  bank  was  less  than  at  the 
ad  of  February.  There  was  some  reduction  to  the  end  of  March, 
nd  some  reduction  from  the  end  of  March  to  the  end  of  April.  At 
lie  end  of  May  the  $65,657,534  of  rediscounted  paper  with  which  we 
tarted  the  year  had  arisen  to  $86,469,575. 

Jkepresentative  Sumneks.  How  much  had  the  rediscounts  been  re- 
bced? 

Mr.  MosHER.  They  had  increased  from  $65,657,534  to  $86,469,575 ; 
Itt  was  to  the  end  of  April.  At  the  end  of  May  they  were  $95,174,- 
13:  at  the  end  of  June  they  had  arisen  to  $96,313,706,  as  compared 
ith  the  $65,657,534  at  the  beginning  of  the  year. 
At  the  end  of  August  they  had  risen  to  $101,197,483;  and  at  the 
fd  of  September  they  had  risen  to  $103,854,376.  And  late  in 
^vember,  near  the  end  of  the  month,  it  had  risen  to  $129,000,000. 
liat  was  the  high  point  reached  last  year.  From  the  hijrh  point  in 
jovember  down  to  the  end  of  the  year  there  was  some  liquidation. 
^e  liquidation  from  the  high  point  to  the  lowest  point  this  year 
pounted,  in  round  numbers,  to  $44,000,000.  None  of  it  came  from 
Iricultural  sections  or  from  member  banks  in  those  sections.  When 
[say  none  of  it,  I  speak  in  a  broad  way.  What  I  mean  is  that  that 
J?uidation  is  traceable  to  other  sections,  which  I  will  mention  in  a 
woient  and  show  the  figures. 

^Xow,  if  we  go  to  the  other  side  of  this  sheet,  we  find  the  loans  at 
te  end  of  the  year  to  the  16  large  baijks  in  St.  Paul  and  Minneapolis, 
fiich  do  a  large  banking  business  with  the  country  banks — banks 
plonging  to  the  2,228  banks  which  can  not  take  membership  in  the 
federal  reserve  system  and  get  monev  in  that  way. '  Their  borrow- 
ings from  us  at  the  beginning  of  1920 Vere  $56,965,000.  That  figure 
oee  at  the  end  of  October  to  $70,380,000.  But  from  the  end  of 
)ctober  to  the  end  of  July  of  this  year  the  total  was  reduced  to 
83,628,000.  And  there,  you  see,  is  where  the  contraction  in  our 
6*ns  occurred.  In  other  words,  the  larger  city  banks  were  the 
our.es  from  which  this  liquidation  was  mainly  obtained, 
^ow,  there  are  some  other  figures  in  connection  with  that  that  are 
stremely  interesting.  I  have  had  our  own  statisticians  in  our  office 
ttamine  the  books  of  those  banks.  I  wanted  to  see  exactly  where* 
^e  funds  they  had  borrowed  from  us  had  gone.  They  found  this 
totion:  Those  same  banks  had,  on  October  20,  1919,  loans  to 
«)uniry  banks  and  bankers  outstanding  of  $37,240,767 ;  and  they  had 
deposits,  or  compensating  balances  from  country  banks  of  $98,116,- 
^^.  But  on  August  11  of  this  year — this  wasa  special  investiga- 
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tion  that  I  had  made  just  before  I  came  down  here — ^their  loans  to 
country  banks  and  bankers  were  $76,704,711 ;  but  the  deposits^  from 
country  banks  were  $45,413,102;  and  the  relation  was,  with  October, 
1919,  as  lOOj  on  August  11,  1921,  it  was  205.9;  but  their  deposits  had 
shrunk,  taking  October,  1919,  as  100,  to  46.3.  So  it  is  evident,  tak- 
ing the  figures  from  January  to  August — on  January  1,  1920,  they 
had  $43,424,852  of  loans  to  country  banks  and  bankers,  and  on 
August  11,  1921,  they  had  $76,704,7li — that  they  were  loaning  more 
heavily  all  the  time  during  that  period.  That  is  to  say,  throughoul 
the  full  course  of  this  year  down  to  date,  instead  of  being  able  to 
obtain  a  reduction  in  the  amounts  due  from  the  country  banks  and 
bankers,  those  amounts  actually  increased;  on  the  other  hand,  tk 
amount  of  deposits  from  the  country  banks  was  decreasing,  so  that  on 
August  11,  1921,  it  was  $45,413,102. 

The  Chairman.  Which  would  indicate  a  large  liquidation  in  citj 
loans? 

Mr.  MosHER.  Yes;  and  that  is  indicated  by  any  amount  of  coUat 
eral  evidence,  that  the  merchant  and  wholesaler  was  liquidating  hil 
indebtedness  wuth  his  city  bank,  and  the  city  banks  were  reducin| 
borrowings  from  us.  # 

Representative  Simxers.  Where  did  the  wholesaler  get  hi 
money  ? 

Mr.  MosHER.  He  got  it  by  collections. 

Kepresentative  Sumners.  If  it  happened  that  the  country  bank 
borrowed  money,  and  that  borrowed  money,  through  the  process  4 
payment  to  the  city  creditors,  was  turned  in  to  the  city  creditors  ani 
the  city  banks  and  they  liquidated  their  indebtedness  in  that  wa| 
that  was  money  borrowed  primarily  by  the  country  banks? 

Mr.  MosHER.  I  would  not  be  able  to  express  an  opinion  about  that 
If  that  was  true  I  have  not  noticed  it  in  our  district.     I  have  n^ 
noticed  that,  but  I  know  that  the  larger  houses,  the  larger  machinctf 
houses,  and  the  wholesale  houses,  were  perhaps  a  little  quicker  6 
sense  the  drift  of  things  than  the  smaller  houses  and  the  countrt 
merchants  and  farmers  were.     Certainly,  they  began  to  see  signs  (3 
stringency  some  time  ago,  and  wherever  it  was  possible  for  the^ 
larger  houses  to  get  a  little  money  they  got  it,  and  wherever  it  wi 
possible  for  them  to  reduce  their  inventories  they  reduced  them,  ai! 
they  were  in  a  position  at  the  beginning  of  this  year  to  reduce  the 
bank  obligations. 

Representative  Simners.  They  could  not,  having  their  goo< 
scattered  throughout  the  country  on  credit  with  their  customers- 
do  not  see  how  they  could  liquiclate,  unless  they  collected  from  thd 
country  customers,  and  the  country  customers  probably  got  tl 
money  through  rediscounts  by  the  country  banks. 

Mr.  MosiiER.  Of  course  it  can  not  be  overlooked  that  liquidation 
was  not  entirely  suspended  at  the  banks,  although  it  was  exception- 
.ally  slow.  Grain  was  being  sold  very  slowly,  and  at  intervals.  The 
facts,  so  far  as  we  can  arrive  at  them,  are  these.  The.  agents  for  the 
city  merchants  were  very  active,  and  as  the  farmer  sold  his  grain, 
and  delivered  it  to  his  local  elevator,  in  the  smaller  cities,  the  local 
machinery  man  and  the  local  grocer  were  pressing  him  for  money, 
and  those  men  were  being  pressed  for  money  by  the  city  collector,  and 
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II  that  way  money  was  collected  in.  Perhaps  the  country  bankers 
rere  not  as  alert  as  they  should  have  been,  and  did  not  press  their 
•ustomers  as  hard  as  they  should,  or  as  hard  as  they  might  have, 
.^ossibly  they  were  a  little  more  considerate  and  did  not  apply  the 
)ressure.  However,  that  money  came  in,  and  the  wholesalers  col- 
ected  up,  and  the  liquidation  was  through  commercial  channels,  and 
lot  through  the  country  banks. 

Representative  Sumners.  It  seems  to  me  in  this  liquidation  which 
wk  place  in  the  city,  they  cleaned  the  country  out  of  all  the  money 
hey  could  g^t — I  do  not  say  this  in  criticism — and  left  the  country 
iierchants  holding  the  sack.  They  got  all  the  money  that  had  been 
ent  out  by  rediscounts  through  the  Federal  reserve  bank.  I  do  not 
ee  how  it  could  be  otherwise,  if  the  country  banks  did  not  have  it ; 
he  grain  was  sold,  the  money  was  not  on  deposit  in  the  country 
links.  The  money  was  drawn  from  the  country  into  the  city.  The 
ntv  rediscounts  went  down  and  the  country  rediscounts  went  up. 

Jfr.  MosHER.  How  would  it  have  been  drawn  into  the  city  ? 

Kepresentative  Sumkers.  It  was  drawn  into  the  city  first  by  pur- 
Jiases  made  by  country  people  and  the  payments  of  their  accounts 
0  their  merchants ;  payjnents  of  accounts  to  their  merchants  which 
U  not  have  to  clear  through  the  banks ;  the  city  merchants  in  turn 
ent  the  money  to  the  city  banks  for  deposit  there,  and  they,  in  turn, 
educed  the  rediscounts  at  the  Federal  reserve  bank. 
t  Mr.  MosHER.  That  would  turn  the  money  to  the  city,  if  the  money 
lis  borrowed  from  the  Federal  reserve  bank  and  loaned  to  the  coun- 
ty banks,  and  the  man  in  the  country  who  paid  his  merchant  who 
id  borrowed  money  from  the  bank 

Representative  Sumners  (interposing).  Yes. 

!  Mr.  MosHER.  And  then  he  would,  in  turn,  pay  his  wholesaler,  and 
0  forth. 

Representative  Sumners.  Yes. 

Mr.  MosHER.  I  think  if  that  was  the  general  policy,  we  would  have 
kid  some  evidence  of  it. 

Bepresentative  Sumners.  How  could  it  be  otherwise? 
[  Mr.  Mosher.  Of  course,  there  was  a  certain  amount  of  liquidation ; 
i<inidation  was  not  entirely  suspended,  even  though  the  grain  did  not 
iwne  in  promptly.  A  good  deal  of  grain  came  in,  as  a  great  deal  of 
[ttin  comes  in  every  fall ;  and  the  country  merchant  was  undoubtedly 
^^  alert,  and  he  pressed  the  people  for  collection  of  their  accounts 
jw  probably  collected  considerable  sums  which  did  not  go  through 
h  bank  at  all.  Grain  is  a  cash  commodity  in  our  coimtry,  and 
ky  would  probably  market  a  load  of  grain,  and  then  probably  pay 
be  merchant,  and  the  merchant  the  wholesaler,  and  the  wholesaler 
^uld  liquidate  his  indebtedness. 

Representative  Sumners.  \  es ;  I  think  that  is  what  happened. 

Mr.  Mosher.  But  it  did  not  reach  the  banks.    There  wasn't  any  im- 

E^vement  in  bank  deposits,  and  there  wasn't  any  payment  of  loans. 
ost  of  our  paper  is  made  to  come  due  at  the  crop-moving  time. 
^t  is  our  one  paj  day  in  the  grain  country.  I  think  there  are 
*>ine  reasons  why  liquidation  has  been  very  slow  in  the  Northwest. 
«  was  very  easy  in  1918. 

In  1919  there  were  some  very  unusual  conditions.  The  car  shortage 
^''s  one;  the  weather  condition  w^as  another;  and  the  blockade  of 
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the  countrj^  roads  was  another,  which  delayed  the  normal  processes 
of  liquidation.  By  a  combination  of  those  delaying  processes  we 
worked  along  from  week  to  week,  thinking  that  liquidation  was  about 
to  occur,  but  it  did  not  occur,  and  spring  came,  and  by  that  time  the 

Erice  situation  became  rather  unsatisfactory  and  the  farmers  who  haJ 
Drrowed  at  their  banks  rather  freely  at  the  period  of  high  prices 
became  worried  about  their  notes,  but  they  did  not  want  to  sell  at 
those  prices,  and  that  still  further  tended  to  hold  back  this  crop,  with 
the  hope  that  prices  might  improve.  But  it  did  not  improve,  and  it 
was  only  comparatively  recently — I  should  say  within  three  or  four 
months — that  there  has  been  any  disposition  on  the  part  of  those  who 
were  holding  back  supplies  of  grain  to  market  that  grain  and  turn  it 
into  cash. 

I  think  this  is  an  element  in  the  situation  which  is  not  well  under- 
stood, and  which  is  a  little  hard  to  analyze.  The  current  crops  hare 
l)een  very  economically  handled. 

Kepresentative  Sumners.  That  is  true  all  over  the  United  States. 

Mr.  MosHER.  Because  the  farmers  have  not  gone  to  the  banks  as 
freely  as  formerly.  Yet  that  proves  that  the  farmer  has  drawn  oi 
some  of  this  grain,  the  same  as  he  would  draw  on  a  savings  account 
If  he  was  pressed  for  money,  he  would  go  and  take  a  load  of  grain  to 
his  town  and  sell  it,  and  so  in  that  way  he  would  dribble  it  out 
And  so,  while  there  has  been  a  little  liquidation  from  day  to  day,  il 
has  not  been  enough  to  reflect  itself  in  the  deposits  in  the  countrj 
bank  or  in  liquidation  there,  or  in  an  improvement  of  their  citj 
balances. 

The  Chairman.  One  of  the  phenomena  that  I  have  not  seen  anj 
explanation  of  is  that  during  the  last  six  months  particularly,  when 
demand  deposits  have  been  falling  off  considerably,  time  deposit? 
have  been  continuing  to  rise  in  almost  a  normal  way. 

Mr.  MosiiER.  I  don't  think  they  have  been  so  seriously  interfereJ 
with.  Of  course,  some  peculiar  conditions  develop  in  conununities 
like  Xorth  Dakota,  where  money  has  been  withdrawn  by  outsiders 
and  that  has  tended  to  embarrass  the  banks  in  certain  localities 
Whatever  checking  account  the  farmer  had,  if  he  did  not  replenish 
it  may  have  been  improved  by  cashing  a  certificate  of  deposit  but 
he  would,  if  he  had  any  money,  put  most  of  it  into  a  C.  D.,  and  the 
farmer  would  hesitate  a  lot  before  cashing  a  C.  D.  There  has  been 
some  of  that  done. 

Kepresentative  Sumners.  What  is  a  C.  D.? 

Mr.  MosiiER.  A  certificate  of  deposit.  I  could  give  you  sonwi 
figures,  if  you  would  like  to  pursue  that  to  see  what  the  course  ot 
th(^se  figures  has  been. 

The  Chairman.  We  would  be  very  glad  to  have  them. 

Mr.  MosHER.  1  was  very  much  interested  in  obtaining  from  the  offic^ 
to-day  by  wire  a  tabulation  of  the  figures  as  of  June  30,  1920,  which 
is  a  date  that  we  can  compare  with  some  of  these  other  figures, 
the  total  loans  and  discounts  of  nonmember  banks.  The  loans 
md  discounts  of  national  banks  on  that  date  were  approximately 
$598,000,000.  The  loans  and  discounts  of  State  banks  and  trust 
comj)anies  were  $090,000,000.  The  borrowings  of  national  banks  at 
the  Federal  reserve  bank — national  bank  and  State  bank  members 
of  the  Federal  reserve  bank— were  $84,664,000.    The  borrowings  of 
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State  banks  from  their  correspondents  and  from  all  other  sources 
were  $83,831,000.  And  it  indicates  that  the  percentage  relation  of 
the  borrowings  of  member  banks  from  the  Federal  reserve  bank  was 
almost  exactly  the  same  relation  that  has  been  maintained  by  non- 
member  banks  borrowing  from  entirely  different  sources,  tiecause 
with  loans  and  discounts,  which  are  relatively  about  the  same,  the 
borrowings  are  reasonably  close  together. 

Representative  Sttmners.  Is  not  that  what  you  would  expect? 

Mr.  MosHER.  I  would  not  expect  any  great  aifference.  I  think  the 
pressure  is  evenly  enough  distriouted  so  tnat  you  could  see  that  result. 
The  borrowings  by  the  banks  in  the  Federal  reserve  system  was 
paralleled  by  a  group  of  nonmember  banks  that  were  not  in  the 
Federal  reserve  system  at  all.  And  if  that  is  the  total  of  obligations 
for  borrowed  money  in  both  the  national  and  State  banks,  it  is  safe 
to  add  $20,000,000—1  think  that  is  very  conservative — ^borrowed 
by  officers  of  the  banks  for  the  customers  of  their  banks.  If  that  is 
correct,  and  I  think  it  is,  the  figures  show  that  these  banks  are  carrv- 
iD«r  an  overload  at  the  present  time  of  $188,495,000.  That  is  tne 
poney  they  have  brought  in  from  some  source — ^the  Federal  reserve 
kink,  the  city  banks,  and  other  sources — to  take  care  of  these  stock 
ind  grain  customers  And  it  represents  an  exceptionallv  heavy  load, 
which  has  got  to  be  cleaned  up  before  these  bauKS  are  free  and  have 
funds  again  to  function  in  the  normal  way.  That,  I  think,  is  our 
problem  now,  to  get  these  banks  in  a  position  to  take  care  of  the 
busmess  in  their  communities,  and  then  a  more  normal  situation  will 
Oome  and  the  grain  men  and  the  live-stock  men  can  be  assisted  in 
Bbe  normal  wa^. 

Kepresentative  Sumners.  What  are  the  people  doing  with  their 
WW  crop? 

Mr.  MosHER.  It  is  a  little  too  early  to  say.  There  is  a  very  con- 
iderable  movement  to  market,  I  think. 

I  ^presentative  Sumners.  How  much  of  the  old  crop  is  there 
i«ntmingon  hand? 

Mr.  MosHER.  There  is  considerable.  There  is  some  rye  and  some 
com  and  considerable  other  erain. 

Sepresentative  Sumners.  What  is  happening  to  your  live  stock  up 
ftere?  Is  your  she  stuff  and  young  stuff  and  inmiature  stuff  put  on 
upmarket  to  any  considerable  degree? 

Mr.  MosHER.  1  am  sorry  to  say  that  in  the  early  summer  they  mar- 
keted some  of  it  South  St.  Paul  got  a  good  many  calves  and  pigs 
w^t  were  not  fully  niatured. 

Bepresentative  Sumners.  Do  you  not  regard  that  the  necessity  of 
weping  those  cattle  and  those  pigs  on  the  farms  is  a  far  greater 
"^^ty  than  the  necessity  of  liamdating  the  loans  in  the  banks? 

^.  MoBHER.  Absolutely ;  our  bank  has  never  held  any  differently. 

The  Chairman.  There  has  been  a  very  strong  contention  here  that 
*^^^  great  restriction  of  credit  has  taken  place,  particularly  in  the 
•^cultural  sections,  and  that  a  different  policj  has  been  adopted 
JJJth  respect  to  agricultural  loans  and  industrial  loans.  Can  you 
"irow  any  light  on  that  subject  from  the  standpoint  of  the  ninth 


Mr.  M08HER.  I  have  heard  that  criticism  very  frequently,  Mr. 
^Mirman,  and  the  book  to  which  I  have  referred  you  was  written  in 
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response  to  questions  of  farmers  at  some  of  their  conferences,  some 
of  which  were  quite  large  and  most  of  which  I  attended.  The  ques- 
tion came  up,  Why  are  you  restricting  credit?  Where  is  this  restric- 
tion of  creait?  uet  it  out  in  the  light,  so  that  we  can  identify  it 
Surely,  if  you  go  back  to  February,  1920,  to  a  total  of  $65,667,000  of 
rediscounts  in  our  district,  and  which  is  $84,804,000  now,  and  in  the 
interval  between  went  as  high  as  $129,500,000,  there  is  no  evidence 
there  of  a  restriction  of  credit 

And  in  that  connection  it  is  interesting  to  take  up  another  situa- 
tion. In  the  ninth  district  the  main  busmess  is  agriculture.  Now, 
if  there  were  a  disposition  in  that  reserve  bank  to  loan  too  freely  to 
commercial  business — ^I  mean  what  is  commonly  called  "big  busi- 
ness"— it  would  be  interesting  to  find  out  what  those  Ic^ns  were. 
In  Minneapolis  we  have  the  ^rain  and  flour  milling  business,  and 
the  banks  m  Minneapolis  notified  the  grain  and  milling  trade  that 
they  would  appreciate  it  if  they  would  stay  out  of  Minneapolis  and, 
leave  their  lines  of  credit  intact , 

Representative  Sumners  (interposing).  I  did  not  quite  get  that.    . 

Mr.  MosHER.  They  notified  the  grain  and  milling  firms  that  thew 
would  very  much  appreciate  it  if  they  would  leave  their  lines  o^ 
credit  in  Minneapolis  and  St.  Paul  banks  intact,  and  do  theiij 
financing,  as  they  easily  could,  in  the  East,  and  in  the  bill  markek 
And  they  responded  very  nicely,  and  the  amount  of  credit  they  sough^ 
there  was  very  small.  ^ 

Representative  Sumners.  Why  did  they  make  that  request  ?  ^ 

Mr.  MosHER.  Because  they  foresaw  that  the  $78,000,000  loaned  to 
the  country  banks  and  bankers  would  not  likely  be  reduced,  but  thrf 
probably  it  would  be  increased;  and  to  prevent  a  feeling  by  th* 
country  banks ^ 

Representative  Sumners  (interposing).  They  wanted  to  hold  theia 
resources  to  take  care  of  the  local  situation?  f 

Mr.  MosHER.  Locally  in  the  district.  The  grain  and  milling  tradoj 
had  always  done  its  financing  largely  in  the  open  market;  their  credit, 
is  very,  very  strong,  and,  ordinarily,  they  can  obtain  money  in  the 
East  and  in  the  bill  market,  and  they  go  to  where  the  money  ia" 
easier  than  in  our  country,  and  there  they  get  it  at  a  less  rate. 

I  do  not  know  where  there  is  any  business  of  any  magnitude  until 
you  get  to  the  copper  sections  in  Michigan,  and  1  never  have  seen- 
any  of  that  paper  m  our  bank.  Gov.  Young  told  me  we  have  had 
some  of  the  smaller  companies  that  were  not  so  strong  as  the  old 
companies. 

In  northern  Minnesota  we  have  some  enterprises  up  there  like  the 
iron  mines  and  the  steel  mill  at  Duluth,  but  I  have  never  seen  any  of 
that  paper  in  our  bank.    Their  financing  is  done  some  other  way. 

Then  you  go  on  to  Butte,  where  they  have  the  smelting  and 
mining  interests,  but  their  financing  is  handled  similar  to  that  of  the 
milling  interests.  I  do  not  think  we  have  ever  had  any  of  their 
paper  in  our  bank. 

The  Chairman.  Is  not  the  condition  of  that  bill  market  reflected 
at  all  in  the  banks? 

Mr.  MosHER.  Not  to  any  extent.  Minneapolis  furnishes  some 
market  for  bills,  but  it  is  not  large,  and  is  mostly  commercial  paper. 
These  industries  have  the  open  mark^  where  they  can  dispose  ox  their 
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)iJls  in  order  to  finance  themselves.  The  industries  in  the  Black  Hills 
ire  financed  in  much  the  same  way.  We  never  see  any  of  that  paper 
n  our  bank. 

The  live-stock  interests  at  Sioux  City  and  South  St.  Paul  have  a 
lose  relation  to  the  live-stock  industry  in  our  district,  but  we  never 
ee  that  paper  in  our  bank,  although  it  is  afloat  in  our  city.  It  is 
(Hnetimes  purchased,  because  the  packer  paper  is  considered  good 
nvwhere. 

%  when  you  get  right  down  to  it,  the  business  of  any  magnitude 
hat  we  have  a  chance  to  finance  is  the  farming  and  stock  raising  busi- 
iess.  I  have  frequently  said  that  anybody  can  take  our  statement  on 
Saturday  night  and  show  that  90  per  cent  of  our  last  week's  busi- 
less  was  in  farming  and  stock-raising  paper.  That  is  shown  by  these 
ieures  here  of  July  30.  Our  loans  to  the  only  banks  in  the  district 
ifbieh  are  located  at  the  points  where  they  would  have  opportunity 
to  OTt  any  commercial  business  of  importance  are  St  Paul,  Minne- 
(wlis,  and  Duluth,  and  the  loans  are  $36,328,000 ;  but  on  August  li- 
ft days  later,  these  same  banks  had  loaned  the  country  banks  and 
inkers  $76,000,000— $40,000,000  more  than  they  had  borrowed  f  nnn 
s.  I  think  that  is  quite  conclusive  proof  of  where  that  money  has 
Kn  loaned,  and  that  what  funds  they  took  from  us  were  not  for  com- 
lercial  acconunodation,  but  were  switched  to  the  country  banks  and 
iit  those  banks,  many  of  which  were  not  able  to  get  into  the  Fed- 
ral  reserve  system  directly,  have  gotten  assistance  indirectly  from 
^  member  banks. 

The  Chairman.  I  suppose  the  rediscount  rates  were  increased 
boughout  the  ninth  district,  as  they  were  in  all  others ;  did  those  re- 
count rates  have  any  effect  in  compelling  a  liquidation  of  the 

^r.  MosHER.  I  do  not  know  that  all  of  the  officers  of  our  bank 
Md  agree  with  me,  but  I  am  absolutely  convinced  that  they  had 
b  effect  whatever.  They  had  this  effect,  that  would  be  susceptible 
f  proof,  that  our  fractional  advances  may  have  given  warning  of  a 
Mning  stringency,  and  some  people  might  have  borrowed  a  little  less, 
&d  in  that  case  they  might  nave  had  some  effect.  But  the  country 
inker  who  needed  the  money,  if  the  pressure  from  his  farm  cus- 
aners  was  keen,  what  difference  does  it  make  whether  the  money 
T»s5ior6percent? 

The  Chairman.  If  it  did  not  have  effect,  why  was  it  put  on  ? 
Mr.  MosHER.  It  had  an  effect  sentimentiilly.  When  the  warnings 
*Fe  given,  as  early  as  1915,  that  the  resources  of  the  district  must 
e  carefully  conserved  in  order  to  take  care  of  agriculture,  it  was  a 
'aming  to  the  people  that  money  was  not  easy.  To  those  who  were 
^  it  was  just  a  caution  signal.  Now,  whether  Gov.  Young  would 
pee  that  it  was  more  than  a  caution  signal,  I  do  not  know.  He 
light  not  agree  with  me  on  that.  He  mi^t  say  that  the  rate  would 
^mplish  a  considerable  reduction  in  the  rediscounts.  I  can  not  see 
i  myself. 

.Representative  Sumners.  The  legal  rate  in  your  territory  is  con- 
iderably  above  6  per  cent  ? 

Mr.  MosHER.  Yes ;  in  all  the  States. 

Representative  Sumners.  The  contractual  rates  is  what  I  mean. 
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Mr.  MosHBR.  Yes ;  the  contract  rate.  I  can  submit  to  this  comrnis 
sion,  Mr.  Chairman,  a  schedule  of  the  dates  and  degrees  in  which  oui 
interest  rate  has  been  progressed. 

The  Chairman.  I  think  that  is  important. 

Mr.  MosHER.  Perhaps  vou  already  have  it.  You  have  an  average 
of  the  agricultural  rates? 

The  Chairman.  I  think  I  have  the  annual  report  of  the  bank 
which,  of  course,  shows  the  interest  up  to  January  1, 1920. 

Mr.  MosHER.  Yes. 

The  Chairman.  I  do  not  know  that  it  shows  the  average  rate.  ' 
presume  it  does. 

Mr.  MosHER.  The  point  I  am  getting  at  is,  I  do  not  recall  an; 
instance  in  which  our  rediscount  rate  has  been  higher  than  the  rat 
to  an  agricultural  borrower  in  any  part  of  our  district,  unless  it  b 
that  some  good  farmer  in  the  home  section  of  your  State  should  g 
into  a  bank  and  borrow  money  on  a  straight  note  and  get  the  mone; 
there  at  6  per  cent. 

The  Chairman.  I  think  that  is  very  doubtful,  because  when  I  wt 
at  home  in  May  the  banks  were  making  few  loans  at  less  than  7  pe 
cent.    The  rat^  were  then  increasing. 

Mr.  Mosher.  The  advance  in  the  discount  rate,  therefore,  if  thi 
is  true — and  it  is  true — has  been  no  hardship. 

The  Chairman.  You  did  not  have  the  progressive  rate  in  operatic 
in  your  district  at  any  time? 

Mr.  Mosher.  We  did  not  have  the  progressive  rates  at  any  tint 
It  has  been  our  policy  to  try  to  control  the  very  rapid  expansion  c 
loans.  You  can  see  how  rapidly  they  advanced  when  they  went  u 
from  $65,000,000  to  $129,000,000  from  us  alone,  to  say  nothmg  c 
the  local  advances.  If  that  had  continued  at  the  same  rate  it  wod 
have  been  very  serious.    It  looked  very  serious  as  it  was  for  a  while. 

The  Chairman.  Was  the  continuance  of  that  possible — the  expil 
sion  and  increase  of  rediscounts  and  loans,  was  not  that  the  real  r« 
son  for  increasing  the  rediscount  rate? 

Mr.  Mosher.  I  think  it  might  be  said — I  speak  for  our  bank  only- 
that  when  we  advanced  the  rate  we  advanced  it  very  gradually,  an 
that  each  of  those  advances  was  accompanied  by  a  statement  callin 
attention  to  the  serious  condition,  and  urged  that  every  pK>ssible  pn 
caution  be  taken  to  conserve  our  resources,  so  that  the  farmer  ap 
stock  raiser  might  be  accommodated  with  credit.  Atid  yet,  in  spit 
of  that,  the  expansion  of  loans  was  very  much  greater  than  many  o 
us  wanted  to  see. 

I  think,  Mr.  Chairman,  I  might  file  with  the  commission  a  photo 
stat  copy  of  our  circular  of  December  19,  1919,  and  also  a  copy  of  ? 
similar  circular  of  August  4,  1920. 

The  Chairman.  Without  objection,  they  may  be  read  into  tb 
record. 

(The  circulars  referred  to  are  as  follows:) 

Federal  Resebve  Bank  of  Minneapolis. 
To  aU  hdnks  and  trust  companies  in  Federal  reserve  district  N(k  9: 

The  advance  in  the  discount  rates  of  the  Federal  reserve  bank  of  Hinnc 
apolis  is  another  warning  to  bankers  and  the  general  pubHc  that  the  research 
of  the  Federal  reserve  system  are  not  unlimited.  It  is  my  sincere  hope  tliat  til 
significance  of  this  action  will  be  understood  and  that  it  will  not  be  necessacj 
to  again  advance  the  rates  at  a  later  date. 
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The  first  warning  was  issued  In  October,  1915,  and  has  been  repeated  at 
ranoos  intervals  since  that  date,  but  the  action  -talcen  by  the  Federal  reserve 
hank  has  not  been  given  sufficient  attention  or  possibly  it  has  not  been  properly 
understood. 

The  resources  of  the  Federal  reserve  system  were  intended -for  the  benefit 
of  commerce  and  industry.  It  was  not  the  purpose  that  they  be  used  to  stimu- 
late the  Investment  market  or  to  encoura{;e  and  support  speculative  movements. 
To  this  date  commerce  and  industry  have  received  extensive  benefits,  both 
direct  and  indirect,  from  the  Federal  reserve  banks,  which  will,  of  course, 
continue  their  established  policy  and  take  care  of  all  the  legitimate  and 
reasonable  requir^nents  of  business,  including  agriculture. 

It  is  quite  evident,  that  through  the  extravagance  of  individuals  and  the  In- 
discriminate extension  of  credit  by  certain  banks  for  investments  and  specula- 
tive purposes,  the  reserves  held  by  the  Federal  reserve  banks  have  been 
esed  through  an  indirect  process  for  purposes  other  than  those  intended  and 
luthoriied  by  law.  The  extension  of  credit  for  fi^>eculative  purposes  is  not 
^nfined  to  stocks  and  bonds  alone,  but  substantial  advances  have  been  made 
m  enconrage  the  movement  of  land,  and  for  speculation  in  commoditiea  The 
IPederal  reserve  bank  of  Minneapolis,  in  common  with  other  reserve  banks,  has 

Ed  erery  precaution  to  eliminate  such  use  of  its  facilities,  but  indirectly 
se  credits  have  been  extended,  with  the  result  that  an  unwarranted  over- 
ension  of  credit  exists  at  this  time  over  the  country  as  a  whole.     If  this 
pmdition  is  permitted  to  continue  it  will  in  time  work  a  severe  hardship  upon 

sryone. 

Experienced  bankers  are  cognizant  of  the  real  situation  and  are  confining 

r  advances   in   accordance  with   sound   and  prudent  banking  judgment. 

nain  banks  have  not  exercised  proper  discrimination  and  are  accumulating 
that  do  not  help  the  general  situation.  Such  banks  are  depending  on 
•rarces  other  than  the  Federal  reserve  bank  for  assistance  In  the  event  of  an 
pergency.  Such  assistance  Is,  of  course,  secured  indirectly  through  the 
rpderal  reserve  bank  and  this  warning  Is  issued  particularly,  to  banks  that  are 
^  'lowing  this  course  as  a  reminder  to  them  of  the  unwisdom  of  d^)ending 

>n  the  Federal  reserve  bank  for  indirect  support  that  It  would  not  be  per- 

itted  by  law  to  extend  directly  to  its  own  meml)ers. 

The  Federal  reserve  bank  will  thoroughly  investigate  all  applications  from 

^mber  banks.  If  the  proceeds  of  such  rediscounts  are  to  he  use<l,  either 
ly  or  indirectly,  for  purposes  other  than  those  intended  by  law,  such  appli- 
B  will  not  receive  favorable  action. 

The  Federal  reserve  bank  Is  compelled  to  consider  not  alone  whether  paper 
*laed  for  rediscount  is  eligible,  but  whether  the  purposes  behind  the  appllca- 
'fa  for  rediscount  are  In  conformity  with  the  law  and  with  Its  publicly  an- 
••nDoed  policy.  It  is  very  desirable  that  all  banks,  both  member  and  nonmem- 
*^,  carefully  analyze  their  loans  and  discriminate  In  the  extension  of  credit, 
[garaging  borrowing  for  nonessentials  and  requesting  their  customers  to 
^n  up  their  old  indebtedness  before  incurring  new  obligations.  Many  loans 
pieh  are  not  in  themselves  objectionable  will  be  found  ui)on  analysis  to  be 
pnece<«sary  at  this  time,  and  while  the  strain  upon  credit  continues  borrowing 
PH-  such  nonessentials  should  be  vigorously  discouraged. 

I  A  failure  to  follow  this  policy  is  very  likely  to  result  in  placing  the  bank 
^Tolved  in  the  embarrassing  position  of  being  compelled  to  explain  to  borrowers 
l»hn  desire  funds  for  necessary  commercial  and  industrial  purposes  that  it  Is 
liable  to  afford  them  reasonable  support  because  of  the  fact  that  Its  deposits 
•ttve  been  loaned  in  too  large  a  measure  for  speculative  purposes. 

The  rigid  restriction  of  loans  to  those  which  are  actually  necessary  in  order 
improperly  support  commercial  business,  industry,  and  agriculture  of  the  ninth 
•district  can  in  no  wise  harin  any  except  those  who  by  reckless  expenditure  of 
i^ioth  their  funds  and  their  credit  have  encouraged  inflation.  Such  a  policy  is 
^'^ntial  and  necessary  if  the  pre*!ent  strain  on  credit  is  to  be  checked  before  it 
J^^lts  in  widespread  injury  to  all  business  and  to  Individuals. 

The  Federal  reerve  bank  Is  convinced  of  the  abolute  necessity  of  prudence, 
<!aution.  and  wise  discrimination  in  both  the  extension  and  the  use  of  credit. 
Yours,  respectfully, 

R.  A.  Young,  Governor. 

Decembeb  18,  1919. 
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Fedebal  Reserve  Bank  or  Minneapolis, 

August  4,  i920. 
To  all  member  hanks: 

During  the  past  nine  months  the  Federal  reserve  bank  of.  Minneapolis  has 
been  under  an  unusually  heavy  strain  in  meeting  the  demands  that  have 
arisen  through  the  necessity  of  aiding  the  production  and  distribution  of  agri- 
cultural products,  the  raising  and  marketing  of  live  stock,  and  the  commercial 
activities  in  connection  with  these  operations.  This  bank  was  able  without  out- 
side aid  to  meet  the  demands  which  have  arisen  until  January  1  of  the  current 
year.  Since  that  date  it  has  been  an  almost  continual  borrower  from  other 
Federal  reserve  banks  in  order  to  maintain  its  legal*  reserve,  and  Its  borrowings 
have  ranged  in  amounts  of  $1,000,000  to  $25,000,000. 

Erroneous  impressions  as  to  the  functions  of  a  Federal  reserve  bank  seem  to 
exist  among  some  banks  and  in  the  minds  of  the  business  public  Primarily 
this  is  a  reserve  institution.  It  was  not  the  intent  of  the  law  that  we  should 
finance  continuously  any  particular  industry,  but  rather  it  was  the  purpose  of 
the  law  that  the  rediscount  facilities  of  this  Federal  reserve  bank  should  be 
used  for  seasonable  demands,  such  as  those  arising  in  planting  or  harvest  time, 
or  during  the  existence  of  an  emergency.  This  bank  has  experienced  since  its 
organization  the  demands  arising  out  of  the  movement  of  six  crops,  and  it  haa 
functioned  smoothly,  promptly,  and  satisfactorily,  gradually  increasing  its 
advances  to  member  banks  from  April  to  September  of  each  year  antl  expe- 
riencing prompt  liquidation  with  the  movement  of  the  crop  to  market  in  Octo- 
ber and  November.  In  the  fall  of  1919,  however,  largely  because  of  unforeseen 
transportation  difficulties,  an  emergency  was  created  by  the  slow  moving  of 
traffic.  The  customary  liquidation  in  October,  November,  and  December  did  not 
occur,  and  as  a  result  our  resources  have  been  freely  used  by  a  large  number  of 
member  banks  during  a  period  of  more  than  a  year.  This  institution  has  dem- 
onstrated during  this  period  its  ability  to  function  satisfactorily  for  the  benfit 
of  agriculture,  commerce,  and  industry  and  to  meet  the  emergency  that  existed. 

Our  ability  to  meet  this  credit  situation  was  due  in  no  small  way  to  the  dose 
cooperation  between  this  institution  and  its  member  banks  and  the  ready  will- 
ingness of  the  latter  to  work  in  accord  with  this  bank  in  eliminating  capital 
investment  and  speculative  loans,  and  loans  based  on  nonessentials.  This  bank 
desires  to  thank  its  members  for  the  cooperation  and  assistance  thus  afforded. 

At  this  date  all  indications,  point  to  good  crop  yields.  While  it  is  not  expected 
that  farm  products  will  move  to  market  as  rapidly  as  in  a  normal  year,  there 
are  assurances  that  the  movement  will  be  better  than  that  of  last  falL  Bankers 
will  have  first  call  upon  the  proceeds  of  the  shipment  of  the  new  crop  and  tlie 
movement  of  live  stock  this  fall.  If  they  do  not  secure  sufficient  liquidatioa 
from  their  customers  to  retire  their  obligations  with  us  and  with  their  cit| 
correspondents  and  build  up  stronger  reserves,  we  feel  that  they  will  be  remisi 
in  the  duty  that  rests  upon  them  in  preparing  for  the  agricultural  and  live- 
stock requirements  of  the  coming  year. 

At  this  time  it  appears  highly  desirable  that  the  Federal  reserve  bank  should 
make  provision  for  the  future  by  the  reduction  of  the  volume  of  credit  extended 
to  its  members,  and  thereby  insure  its  ability  to  meet  the  demands  that  will 
result  from  the  planting  and  harvesting  seasons  of  the  coming  year. 

We  propose  establishing  accurate  records  of  the  shipment  of  aj^icultural 
and  live-stock  products  from  each  section  of  this  district  to  the  markets. 
When  these  products  have  moved  we  shall  Insist  upon  liquidation  from  every 
member  bank  in  this  district  that  has  had  occasion  to  use  our  rediscount 
facilities,  and  it  will  be  only  under  unusual  circumstances  that  member  banks 
will  be  warranted  in  making  applications  for  rediscount  during  the  periofl 
between  crop  moving  and  spring  planting.  This  should  not  inflict  a  hardship 
upon  necessary  business,  agriculture,  or  industry,  as  we  feel  that  with  good 
crops  the  resources  of  our  member  banks  will  be  sufficient  to  take  care  *»f 
the  requirements  of  such  borrowers  during  the  winter  months. 

Unusual  inducements  are  sure  to  be  offered  to  all  banks  to  grant  accommo- 
dations to  borrowers  for  loans  of  a  capital,  speculative,  or  investment  nature. 
Nevertheless,  while  this  strain  and  the  inflated  condition  of  credit  continues 
It  is  unmistakably  apparent  that  member  banks  in  the  ninth  Federal  reswre 
district  should  continue  their  policy  of  confining  their  loans  to  short-time  obli- 
gations, and  even  under  this  policy  the  credit  extended  should  amount  only  to 
that  which  is  necessary  to  aid  the  production,  manufacture,  and  distribution 
of  necessary  goods  and  commodities. 
Yours,  respectfully, 

R.  A.  Young,  Governor. 

Circular  No.  218. 
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The  Chaibmax.  The  figures  from  which  you  read  may  also  be 
inserted  in  the  record 
(The  figures  referred  to  are  here  printed  in  full,  as  follows :) 

TwiH  City  member  bank  loans  to  and  deposits  from  country  banks. 


Oct.  20, 1919. 

Jin.  I,  tno.. 

Oct.  ao^  1920. 
Ju.  1, 1921.. 
Aq|.  11, 1921 


Loans  to  RcUUre 

coantry  toOcto- 

bonks  and  ber,  1919, 

bankers.  as  100. 


$37,240,767 
43,424,852 
78,047,477  , 
75,372,457  ' 

>  76, 704, 711  j 


100.0 
116.8 
20018 
202.2 
20&9 


Deposits 

from 
country 
banks. 


108,116,456 
84,750,994 
62,255,584 
66,868,771 
46,413,102 


Relative 
to  Octo- 
ber, 1919, 
as  100. 


100.0 
86.4 

63.6 
56.9 
46.6 


'  EAimate,  based  on  returns  from  banks  wblch,  on  the  earlier  dates,  had  75  per  cent  more  of  such  loan 
SDd  coootry-bank  deposits  in  the  Twin  Cities. 

Bonowinffs  of  State  banks  in  Minnesota,  North  Dakota,  South  Dakota,  and 
Montana  on  Feb.  21,  1921,  and  June  30,  1920. 


Feb.  21, 1921. 

June  30, 1900. 

Increase  in  borrow* 
inn  on  Feb.  21, 
1921,  over  June 
30,1920. 

psTible. 

129,807,405.94 

117,044,000.00 

$12,763,405.94 

XorthOtkoCa: 

BOispaTable 

19^141,182.09 
1,524, 37a  71 

11,049^000.00 
1,666,000.00 

Rl!S»TOte..:....:::.:::;:::::::::;;;; 

Total 

20^665,563.80 

12,715^00a00 

7,950^562.80 

tethDikota: 
BObpayable 

12,601,263.92 
4,496,666.50 

7,664,000.00 

4,092;ooaoo 

SdySanS :::::::::::::;:::;::::::::: 

Total 

17,097,930.42 

11,756,000.00 

5,341,030.42 

fauns,  bUbpayaUe 

13,177,316.73 

9;691,00a00 

3,486,31a  73 

o»ndt^rt^  ,, 

80^748»20&89 

51, 206,00a  00 

29^542,205.89 

Bepresentative  Sumkers.  I  want  to  ask  you  if  it  is  not  your 
judgment  as  a  banker  that  when  a  country  is  in  a  condition  we  are 
m  now,  notwithstanding  the  fact  that  discounts  are  large,  that  it 
would  be  better  to  extend  new  credit  where  the  individual  loan  is 
sound,  and  put  the  communities  into  productive  activity  more  nearly 
approximating  their  capacity,  than  to  adopt  the  opposite  policy? 

Mr.  Mosher.  I  think  I  should  want  to  answer  that  question  in  a 
nther  cautious  way,  with  the  object,  simply,  of  not  wanting  to  be 
Diisunderstood.  I  would  not  feel  anjr  hesitancy  in  saying  that  there 
tas  not  been  any  time  since  the  beginning  of  the  war  when  credit 
has  not  been  extended  fully  and  freely  by  our  bank. 

Bepresentative  Sumkers.  I  am  not  si>eaking  of  that. 

Mr.  MosHER.  I  had  a  purpose  in  making  that  statement  first.  On 
the  premise  of  that  statement,  I  think  it  is  very  fair  to  ask  the 
question  if,  when  our  course  has  been  to  extend  to  the  farmer  and 
stockman  all  the  credit  that  he  required,  while  cautioning  him  all 
the  time  to  cut  his  requirements  down,  and  keep  his  requirements 
down  as  low  as  possible,  whether,  after  he  has  borrowed  as  heavily 
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as  he  has,  and  has  become  involved  as  deeply  as  he  has,  whether  we 
are  going  to  help  him  by  loaning  him  any"  more  money. 

Representative  Sumners.  Now,  let  us  take  a  concrete  example. 
Take  a  farmer  in  the  corn  belt  who  is  already  pretty  well  loaded 
up.  He  knows  where  he  can  buy,  if  he  can  borrow  the  money,  some 
live  stock  to  which  he  can  feed  his  corn,  and  keep  himself  and  his  boys 
busy.  Now,  that  is  one  side  of  it.  If  he  is  not  given  this  accom- 
modation and  enabled  to  purchase  the  live  stock  wnich  he  can  feed, 
this  immature  live  stock  will  go  to  slaughter,  and  he  and  his  boys 
will  be  sitting  around  this  coming  winter  doing  nothing,  when  they 
might  be  feeding  those  animals,  putting  fat  on  them  and  increasing 
their  value,  and  increasing  the  Nation's  food  supply.  Those  situa- 
tions can  be  multiplied  by  the  thousands,  and  I  suppose  the  hundreds 
of  thousands  in  the  United  States  right  now. 

Mr.  MosHER.  Mr.  Sumners,  the  Federal  reserve  act  especially  ap- 
plies now  to  a  situation  of  that  kind,  and  it  is  possible  to  rediscount 
paper  for  the  purpose  of  taking  care  of  live  stock  that  is  being 
matured. 

Representative  Sumners.  That  question  is  not  directed  to  the 
Federal  reserve  system  especially 

Mr.  MosHER  (interposing).  The  point  I  desire  to  make  is  this:  I 
think  it  was  in  the  House,  when  the  bill  was  under  consideration, 
that  that  particular  expression  was  placed  in  the  bill;  a  provision, 
or  amendment,  was  placed  in  the  bill  allowing  the  rediscounting  of 

fmper  for  the  purpose  of  making  it  possible  to  feed  and  mature 
ive  stock,  and  that  amendment  was  specially  placed  in  the  act,  so 
that  it  was  possible  to  rediscount  paper  based  on  that  s<Mi;  of 
transaction. 

Representative  Sumners.  Take  a  different  situation:  Here  is  a 
ranchman  who  has  a  debt  which  is  very  heavy.  He  has  some  she- 
stuff  and  calves  that  he  could  sell,  and  reduce  the  amount  that  he  now 
owes ;  of  course,  he  has  an  overhead  and  operating  expenses.  If  he 
could  get  some  more  credit  he  would  be  aole  to  keep  the  cattle  on 
the  ranch,  for  which  he  has  proper  grass  and  feed.  It  would  post- 
pone for  a  while  this  time  of  payment,  but  would  increase  the  possi- 
bility of  it.  It  seems  to  me  a  situation  of  that  sort  should  be  taken 
care  of. 

Mr.  MosiiER.  There  are  some  situations  of  that  sort  that  do  arise. 
They  arise  in  our  district  quite  frequently,  and  when  you  come  to 
consider  them  you  will  find,  as  is  ordinarily  the  case  in  regard  to  the 
maturing  of  the  2-year-olds  on  the  ranch,  that  you  become  involved 
in  a  situation  that  takes  about  26  months.  The  provisions  of  the 
Federal  reserve  act  make  it  impossible  to  rediscount  paper  for  that 
length  of  time,  and  if  he  can  get  credit  at  his  local  bank  or  else- 
where for  some  time,  the  Federal  reserve  bank  may  be  able  to  take 
care  of  it  during  the  last  six  months  if  it  is  a  proper  obligation  and 
comes  within  the  proper  definition  of  eligible  paper.  As  a  purely 
personal  idea  I  have  had  the  thought  in  mind  that  there  should  he 
some  method  of  taking  care  of  that  sort  of  thing.  Not  by  the  Federal 
reserve  bank,  possibly,  but  maybe  in  the  Federal  farm  loan  bank,  by 
which  a  man  who  has  stock  and  who  is  thoroughly  experienced  and 
used  to  the  stock  business  could  take  2-year-olds  and  handle  them  and 
mature  them  for  the  market  if  there  were  some  way  for  him  to  obli- 
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pLte  himself  to  pay  in  24  months  or  26  months.  I  happen  to  know 
of  cases  in  Montana,  where  there  is  plenty  of  land  and  good  grass 
uid  ample  feed,  where  such  conditions  arise.  Ordinarily  in  normal 
dmes,  before  this  great  pressure  came  on,  the  local  bankers  were  quite 
friendly  to  a  situation  of  that  sort.  Of  course,  a  local  bank  does  not 
bave  to  make  all  its  loans  eligible  for  rediscount  at  the  Federal 
reserve  bank.  They  could  take  a  loan  on  this  young  stuflf,  and  when 
bat  loan  came  up  to  where  it  had  only  six  months  to  run,  as  I  said, 
key  could  then,  if  it  became  proper  paper  to  rediscount,  rediscount 
t  with  the  Federal  reserve  bank,  provided  it  complied  with  all  the 
pegulations.  There  is  a  lot  of  tnat  paper.  It  would  be  a  very 
nteresting  subject  to  study  as  to  whether  there  should  not  be  broader 
^rations  to  foster  a  situation  of  that  kind. 

Representative  Sumners.  It  seems  to  me  the  pressure  to  require 
sediscounting  and  reduction  of  outstanding  loans  would  tend  to  de- 
4roy  efficiency  and  reduce  the  productive  energy  of  the  country,  and 
Md  work  against  the  very  thing  that  we  hope  to  reach,  the  condi- 
tion of  a  more  general 

Mr.  MosHER  (interposing).  I  doubt  if  the  directors  of  the  ninth 
federal  reserve  district  would  father  any  policy  that  would  tend  to 
iffce  farmers  to  liquidate  against  their  own  best  interests.  That  is, 
mean,  a  policy  which  would  tend  to  force  them  to  sell  and  limit 
beir  production — for  the  sake  of  liquidation — the  development  of 
oung  live  stock  and  immature  stuff.  I  think  the  policy  of  our 
Srectors  would  be  to  foster  and  help  the  development  ana  growth 
I  that  business  rather  than  to  force  the  farmers  to  sell  that  kind 
f  stock  to  liquidate  their  indebtedness,  if  possible  for  them  to  do  so. 
[hey  come  from  every  part  of  the  Federal  reserve  district ;  there  is 
pt  from  Michigan,  two  from  North  Dakota,  one  from  Wisconsin, 
W  one  from  Montana,  and  four  from  Minnesota,  all  parts  of  the 
pstrict,  and  I  know  when  they  get  together — and  I  have  opportunity 
bhow,  because  I  am  secretary  of  the  board — they  discuss  these  very 
Mions,  of  how  they  can  encourage  and  assist  these  farmers  in 
Mse  very  things. 

I  know  that  not  long  ago  we  were  very  much  concerned  about  wool, 
t  was  a  very  serious  problem.  Out  in  Montana  there  is  a  great  deal 
i  wool  grown,  as  you  know,  and  the  wool  buyers  were  there  when  I 
^  out  there,  but  before  I  left  there  was  not  a  wool  buyer  left  in 
fontana  or  a  place  where  a  man  could  go  to  market  his  wool.  It  is 
very  serious  proposition  for  a  man  to  grow  his  crop,  and  come  up 
5  the  marketing  period  and  then  find  that  there  is  not  any  market 
w  it  They  simply  could  not  sell  it.  Perhaps  there  were  other 
ituations  in  the  country  that  were  similar.  Perhaps  cotton  had  some 
i  the  same  sort  of  a  problem.  And  when  agricultural  prices  and 
»nn  produce  began  to  drop,  the  farmers  had  their  troubles.  Here 
^»s  a  farmer  who  had  a  debt  which  it  would  take  100  bushels  of 
fheat  to  liquidate,  and  to-day  he  could  not  liquidate  it  except  with 
00  bushels  of  wheat.    That  is  naturally  very  serious. 

Representative  Sumners.  I  know  the  delicacy  and  difiiculty  in 
landling  the  situation.  But  it  seems  to  me,  in  view  of  the  statements 
^it  have  been  given  out  by  the  Federal  Reserve  Board  cautioning 
V®  people,  at  least  indirectly — in  view  of  those  statements,  and  in 
iew  01  our  present  situation,  that  you  gentlemen  might  now  begin 
Ogive  out  some  statements  on  the  other  side  of  this  proposition. 
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Mr.  MosHER.  Speaking  for  our  distnct,  1  do  not  think  any  pessi* 
mistic  statements  have  issued  from  our  bank.  In  fact,  I  think  tix% 
tone  of  our  statements  has  been  that  we  are  working  out  of  theat 
difficulties.  It  is  going  to  be  very  slow,  and  it  is  going  to  requin 
good  horse  sense,  and  everybody  must  economize  and  put  his  shoulder 
S)  the  wheel,  but  we  will  eventually  work  out.  I  know  that  the  chair- 
man recently  issued  a  statement  in  which  he  expressed  himself 
definitely  as  being  of  the  opinion  that  these  are  temporary  difficul- 
ties that  are  ahead  of  us.  There  is  in  the  Northwest  great  possibili- 
ties of  prosperity,  and  I  believe  in  it. 

Representative  Sumners.  And  the  quicker  you  can  get  the  peophj 
to  believe  in  it  the  quicker  it  will  be  here. 

Mr.  MosHER.  Yes ;  and  there  are  out  in  that  country  great  trad 
of  fertile  land,  and  there  has  not  been  much  inflation.    I  suppose 
man  could  go  into  North  Dakota  and  buy  land  to-day  at  what  it  wi 
worth  three  years  ago.    That  same  is  true  in  some  parts  of  Montanr 
and  in  a  great  part  of  South  Dakota,  except  in  the  southern  pat 
where  it  was  anected  somewhat  by  the  land  boom  in  Iowa.     But 
man  can  buy  land  very  much  cheaper  there  than  he  can  buy  in  Iom 
or  Indiana,  and  there  isn't  any  reason  to  believe  that  those  opportun 
ties  are  going  to  be  neglected  forever.     Somebody  is  going  to  ^ 
those  lands.    It  seems  to  me  the  best  thing  to  do  for  a  period  of  pro* 
perity  is  to  get  rid  of  these  figures  over  here  [indicating] . 

Representative  Sumners.  Provided  you  do  not  get  rid  of  yooi 
**  she "  stuff  and  young  stock? 

Mr.  MosHER.  I  do  not  think  our  bank  will  countenance  any  situ* 
tion  of  that  sort.  We  want  our  cattle.  Our  live-stock  situation  i 
serious.    Montana  is  short  225,000  cattle. 

Representative  Sumners.  I  think  it  would  be  wise  to  increase  tho« 
figures,  and  keep  those  cattle  on  grass. 

Mr.  Mosher.  At  the  present  time  there  is  no  provision  whereMj 
we  can  furnish  the  money  to  restock  Montana  witn  cattle  and  redm 
count  the  paper  with  the  Federal  reserve  banks.  As  I  said  before,  I 
is  a  two-year  proposition,  usually,  and  the  Federal  reserve  banks  ca« 
not  handle  it.  I  think  it  would  be  a  profitable  thing  to  do.  I  think 
so  far  as  our  directors  are  concerned,  they  would  like  to  do  all  thej 
can  for  the  agricultural  situation,  but  there  is  no  provision  of  law 
that  would  permit  us  to  take  care  of  that  kind  of  a  situation «  unlesa 
as  I  mentioned  before,  we  could  take  care  of  the  last  six  months  ol 
the  period,  by  taking  the  paper  and  rediscounting  it  at  that  time. 

The  Chairman.  Is  the  Federal  reserve  bank  borrowing  now? 

Mr.  Mosher.  We  are  borrowing  $10,000,000  from  other  Federal 
reserve  banks. 

The  Chairman.  That  is  less  than  you  were  borrowing  a  month 
ago? 

Mr.  Mosher.  Slightly  less  •  yes. 

The  Chairman.  Senator  Capper,  do  you  wish  to  ask  any  ques- 
tions? 

Senator  Capper.  Do  you  think  now  that  the  intermediate  system 
that  the  chairman  speaks  of  could  be  handled  through  the  Federal 
reserve  banks? 

Mr.  Mosher,  I  would  express  an  opinion  as  I  expressed  it  before, 
personally.  My  personal  opinion  is  that  I  do  not  think  that  it  is 
appropriate  to  put  long  credits  into  the  reserve  banks.    I  do  not 
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tliink  that  it  is  well  for  you  to  mix  your  long  and  your  short  term 

business,  especially  when  you  have  two  separate  and  distinct  mecha- 
nisms, one  especially  created  for  the  purpc^  of  handling  long-term 
<^redits  and  tne  other  definitely  and  especially  created  to  care  for 
nothing  but  short-term  credit. 

Senator  Cappeb.  I  believe  that  the  chairman  suggested  that  the 
local  banks  should  handle  this,  so  far  as  the  dealing  with  the  bor- 
rower is  concerned;  but  I  am  wondering  whether  the  Federal  re- 
serve banks  or  the  farm  loan  banks  would  be  the  best  channel  of  dis- 
posing of  that  paper. 

Mr.  MosHER.  Well,  a  (question  of  that  sort  could  be  determined,  of 
coarse,  after  a  consultation  and  discussion  among  the  executives  of 
the  Federal  reserve  system.  What  their  judgment  might  be  I  would 
Dot  be  able  to  tell  you^  of  course. 

As  a  personal  opinion,  I  rather  think  in  our  district  the  opinion 
vould  be  that  we  would  prefer  that  we  should  remain  in  our  appro- 
priate field  of  short  credits,  and  would  not  care  to  engage  m  an 
entirely  different  program. 

Senator  Capper.  The  Farm  Loan  Board,  of  course,  has  the  advan- 
tage of  dealing  every  day  with  the  problem  of  agricultural  credits — 
that  is,  they  touch  tne  farmers  and  stockmen. 

Mr.  MosuER.  They  deal  with  purely  agricultural  credit. 

Senator  Capper.  In  a  way  that  the  Federal  Reserve  Board  does  not, 
and  in  that  respect  there  would  be  some  advantage  to  having  it  han- 
dled through  the  Farm  Loan  Board,  because  it  has  a  local  organiza- 
tion in  every  farming  community  of  the  country.  That  would  be 
almost  necessary  in  any  proposition  of  this  kind. 

Mr.  MosHER.  Well,  the  Federal  reserve  bank  has  no  organization 
outside  of  its  own  head  offices  and  the  branches.  Of  course,  it  has 
5iembers,  but  the  Farm  Loan  Board — I  mean  from  the  standpoint 
of  real  effectiveness — is  able  to  get  more  accurate  information  at  the 
pesent  time.  Whether  the  same  relation  could  be  built  up  by  the 
Weral  reserve  bank  is  a  question  that,  I  think,  should  be  studied 
^th  great  care. 

Senator  Capper.  To  my  mind  this  question  of  intermediate  credit 
for  the  producer  is  a  big  problem,  not  only  now  with  the  agricultural 
credit,  not  only  so  far  as  this  present  emergency  is  concerned,  but  as 
a  permanent  proposition. 

I  have  talked  with  the  State  bankers  out  in  our  country  and 
l^'ederal  reserve  bankers,  and  they  all  admit  that  there  is  a  place  there 
that  is  not  taken  care  of  by  the  present  banking  system. 

Mr.  MosHER.  It  is  a  pretty  big  question  and  would  require  a  great 
^al  of  careful  study  and  careful  consideration  before  anyone  could 
determine,  I  imagine,  what  would  be  the  logical  or  appropriate 
thing,  but  I  quite  agree  that  there  seems  to  be  (femands  for  a  certain 
Wnd  of  credit — very  insistent  demands — ^I  know  that  I  run  across 
them  every  time  I  go  out  among  farmers — that  the  4aw  does  not 
permit  us,  does  not  permit  the  Federal  reserve  banks,  to  cover  with- 
out altering  a  mechanism  that  has  been  very  carefully  constructed 
«id  which  does  not  provide  for  that  kind  of  credit. 

Possibly  there  are  other  and  better  ways  that  could  be  developed 
^fter  close  study  of  the  problems  than  by  transferring  it  to  the 
federal  reserve  banks. 
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Senator  Capper.  There  is  a  strong  objection  here  in  Washington 
and  in  the  country  generally  to  creating  any  new  govemmeiltal  agen- 
cies, and  in  working  out  this  problem  of  intermediate  credits  it  seems 
to  me  that  we  ought  to  try  to  make  use  of  the  machinery  that  we  now 
have. 

Mr.  MosHER.  I  should  think  that  we  can.  Perhaps  your  own  sug- 
gestion that  the  farm-loan  system,  which  devotes  itself  entirely  to 
agricultural  production,  with  its  corps  of  appraisers  and  investi- 
gators in  the  field  constantly,  and  with  very  intimate  connection  with 
all  phases  of  that  question,  would  be  a  more  appropriate  sort  of  body 
to  supervise  things  of  that  sort  than  the  Federal  reserve  system^ 
which  by  the  law  has  other  credits  to  take  care  of,  not  only  agricul- 
tural credits,  but  commercial  and  industrial  as  well. 

The  Chairman.  If  there  are  no  further  questions,  we  are  very 
much  obliged  to  you,  Mr.  Mosher. 

(Whereupon,  at  4  o'clock  and  35  minutes  p.  m.,  the  commission 
adjourned  to  meet  at  10  o'clock  a.  m.  Tuesday,  August  16, 1921.) 
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TX7ESDAT,  AUGUST  16,  19dl. 

Congress  of  the  United  States, 
Joint  Commission  of  Agricultural  Inquiry, 

Washington,  D.  C. 
The  joint  commission  met,  pursuant  to  adjournment  taken  on 
yesterday,  at  10  o'clock  a.  m.,  m  room  70,  Capitol  Building,  Repre- 
sentative Sydney  Anderson  (chairman)  presiding. 

The  Chairican.  The  commission  will  come  to  order.  The  com- 
mission this  morning  will  hear  Mr.  C.  H.  Gustafson,  president  of  the 
United  States  Grain  Growers  (Inc.). 

Mr.  Gustafson,  will  you  give  your  name  and  the  organizations 
which  you  represent  and  your  address  to  the  reporter,  so  that  we 
may  get  it  into  the  record  ? 

^TATEMEVT  OF  MB.  G.  H.  GUSTAFSOF,  PBESIDEFT  OF  THE 
UnXED  STATES  GBAIF  GBOWEBS  (IFC),  AFD  DIBEGTOB 
OF  HABEIETIFG  OF  THE  AMEBICAF  FABM  BUBEAU  FED- 
E&ATIOH»  CHICAGO,  ILL. 

Mr.  Gustafson.  Mr.  Chairman  and  gentlemen  of  the  commission, 
imv  name  is  C.  H.  Gustafson.  My  home  is  in  Lincoln,  Nebr.-  my 
ofice  is  in  Chicago,  111.  I  am  president  of  the  United  States  Grain 
Growers  (Inc.);  also  director  of  marketing  of  the  American  Farm 
Bureau  Federation. 

The  Chairman.  Mr.  Gustafson,  you  are,  I  think,  in  a  general  wav 
f&miliar  with  the  investigation  which  the  commission  is  making.  1 
would  be  very  gjad  if  you  would  develop  in  your  own  way  informa- 
tion that  you  think  vdu  be  helpful  to  the  commission  in  arriving  at  a 
conclusion  with  respect  to  the  matters  that  it  is  considering. 

Mr.  Gustafson.  Mr.  Chairman,  I  prepared  a  statement  that  I  had 
expected  to  have  read  into  the  record  if  I  had  been  unable  to  come. 
I  uo  not  think  it  is  worth  while  this  morning  to  take  up  your  time 
by  reading  that  statement,  and  my  oral  statement  will  be  very  brief, 
I  think  more  detailed  information,  probably,  will  be  brought  out  by 
questions  asked  by  the  members  of  the  commission,  and  I  am  willing 
to  answer  any  and  all  questions  that  I  possibly  can. 

The  United  States  Grain  Growers  (Inc.)  is  the  result  of  the  recom- 
mendations made  by  what  is  known  as  the  Farmers'  Marketing  Com- 
inittee  of  Seventeen.  This  committee  was  appointed  last  fall  oy  the 
American  Farm  Bureau  Federation.  Its  membership  was  composed 
o/ representative  farm  leaders,  from  among  the  largest  farm  organiza- 
tions in  the  United  States.  After  seven  months  of  careful  investiga- 
tion and  hearings  and  information  gathered  from  all  parts  of  the  world 
^  to  conditions  of  marketing,  as  to  results  of  farmers'  organizations 
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and  cooperative  marketing  schemes,  the  best  that  the  committee 
could  get  out  of  the  diflFerent  organization^  was  crystallized  into  a 
recommendation  which  was  adopted  or  approved  at  the  national 
meeting^held  in  Chicago  April  6,  7,  and  8. 

The  Chairman.  1920? 

Mr.  GusTAFSON.  This  year,  1921. 

The  Chairman.  In  1921  ? 

Mr.  GusTAFSON.  Yes,  sir.  At  this  conference  were  103  delegates 
selected  by  the  leading  farm  organizations  of  some  25  of  the  main 
grain-producing  States  of  the  Umted  States.  A  board  of  21  directors 
was  selected.  On  this  board  of  directors  of  the  United  States  Grain 
Growers  (Inc.)  are  representatives  of  the  leading  farm  organizations^ 
and  marketing  organizations. 

The  plan  provides  for  complete  handling  of  the  farmers'  grain  from 
the  farm  to  the  miller  and  the  exporter.  It  is  a  nonstock,  nonprofit 
organization,  incorporated  imder  the  laws  of  Delaware,  and  any 
farmer,  any  producer  of  grain,  or  any  owner  of  land  receiving  grain 
rent  is  eligiole  to  membership.  The  membership  fee  is  $10,  and  that 
entitles  one  to  a  membership  for  life.  There  are  no  other  assessments; 
can  be  no  other  assessments.  Witii  that  membership  the  farmer  and 
producer  is  requested  and  obliged,  if  he  joins,  to  sign  a  5-year  con- 
tract with  the  United  States  Grain  Growers  (Inc.)  to  deliver  to  it  all 
grain  that  is  shipped  out  of  the  community  where  it  is  produced— 
not  the  grain  that  he  uses  for  seed  or  feed  or  what  he  might  market 
to  his  local  mill  for  local  consumption. 

The  purpose  of  our  organization  is  to  handle  the  grain  all  the  way 
from  the  local  elevator  or  terminal  through  a  national  sales  agency. 
The  local  cooperative  elevator  is  the  foimdation  of  this  whole  plan, 
and  a  contract  is  also  signed  with  those  elevators  that  all  grain  de- 
livered to  those  elevators  by  our  members  is  in  turn  shipped  to  us  I 
by  such  elevators.  ' 

We  are  a  nonstock,  nonprofit  concern  and  intend  to  do  business  at 
cost.  If  there  are  any  profits  accruing,  they  will  \>e  prorated  back: 
but  our  purpose  is  to  sell  grain  to  the  best  advantage  and  deduct  the 
handling  chai^ges  and  return  to  the  producer  the  full  amount  received. 

In  connection  with  this  plan  we  contemplate  some  financial  ar- 
rangement, which  is  very  necessary,  and  wnich  the  farmer  is  very 
mu^  in  need  of  at  this  tune,  so  that  we  may  be  able  to  more  order)  v 
market  the  grain  than  is  the  case  at  the  present  time. 

There  is  nothing  in  this  plan  of  a  socialistic  nature,  and  we  ask  for 
no  privU^ee  of  any  kind,  either  through  State  legislatures  or  Con- 
gress. We  ask  for  no  appropriation  of  Federal  or  State  money  of  any 
kind.  It  is  strictly  a  farmer-owned  and  controlled  cooperative  move- 
ment. We  ask  no  favors.  We  do  not  ask  that  our  competitors  step  i 
out  of  the  way.  We  intend  that  this  shall  be  an  honest  competition 
with  the  present  system,  which  is  not  satisfactory  to  the  producer. 
We  do  not  ask  Congress  or  a  State  legislature  to  legislate  anybody 
engaged  in  such  business  out  of  existence.  If  our  system  is  not 
able  to  complete  with  the  present  system,  that  will  be  our  lookout, 
and  we  will  not  succeed  If,  on  the  other  hand,  our  system  succeeds, 
and  is  better,  more  economical,  more  satisfactory  to  the  produceTr. 
then  we  claim  it  is  the  right  kind  of  competition  of  which  we  boast*; 
so  much  in  this  country. 
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The  Chairman.  Let  me  ask  whether  you  expect  to  sell  grain 
through  the  channel  of  the  exchanges,  or  direct  to  the  mills  ? 

Mr.  GusTAFsoN.  There  are  manj  details  of  this  plan  that  are  not 
pennanently  worked  out,  Mr.  Chairman,  and  we  will  sell  to  the  best 
advantage.  Ultimately,  of  course,  we  do  not  expect  to  have  to  .sell 
^ugh  existing  exchanges.  But  at  the  present  time  it  mi^ht  be- 
come necessary  to  use  those  f aciUties,  provided  we  are  permitted  to 
io  80.  However,  with  our  present  arrangements  we  would  not  be 
idmitted  to  membership  to  any  of  the  exchanges,  with  a  cooperative 
urangement  retained.  In  fact,  I  have  applied  for  membership 
m  an  exchange  and  have  been  turned  down  on  that  account. 

I  do  not  know,  Mr.  Chairman,  that  I  have  any  further  statement 
»  make  at  the  present  time.  I  have  briefly  outlined  the  plan,  and 
rould  welcome  questions  to  further  develop  the  plan. 

Tlie  Chairman.  How  much  grain,  approximately,  will  your  con- 
racts  call  for  this  year  ? 

Mr.  GusTAFSON.  Why,  we  are  just  starting,  and  the  membership 
Irive  has  just  recently  commenced.  We  have  to-day  something 
(ver  4,000  farmers  signed  up,  but  we  have  just  started,  and  in  some 
t  the  States  we  have  not  started  at  all  as  yet.     We  are  getting  ready. 

The  Chair3(an.  Your  organization  is  not  complete  then,  from  the 
Undpoint  of  contracts  wiui  the  farmers  ? 

Mr.  GusTAFSON.  No,  sir;  just  the  main  part  of  it  is  more  or  less 
ampleted.  But  the  membership  drive  is  just  started,  has  only 
terted  in  a  few  States. 

The  Chairman.  In  your  investigation  preceding  organization  of 
lie  United  States  Grain  Growers  (Inc.),  did  you  get  any  figures 
ending  to  show  what  the  cost  of  marketing  grain  through  existing 
gencies  ia  t 

Mr.  GusTAFSON.  I  do  not  have,  I  believe,  exact  figures,  but  we 
ound  very  unsatisfactory  conditions.  At  least,  the  farmer  feels 
Ut  way  about  it.  We  found  that  72  per  cent  of  our  grain,  as  an 
>»«rage,  is  marketed  within  90  days  from  harvest  time.  We  found 
iat  grain  is  sold  and  resold  about  50  timee  on  the  Chicago  Board  of 
We.  In  other  words,  there  is  three  times  as  much  gram  as  is  pro- 
luced  in  the  world  sold  on  the  Chicago  Board  of  Trade  in  a  year. 
h  do  not  believe  that  that  is  economical;  we  do  not  believe  that 
hat  is  to  the  best  advantage  of  the  producer  or  the  consumer. 

The  Chairman.  Did  your  investigation  tend  to  show  whether  the 
conomic  cost  of  this  sale  on  the  exchanges  was  borne  by  the  pro- 
beer  or  by  the  occasional  speculator  on  the  market  ? 

Mr.  GusTAPSON.  We  think  the  producer  is  the  goat  all  the  time. 
Rethink  "Jones  pays  the  freight. 

Senator  McNakt.  Has  not  that  situation  been  cured  so  far  as  it 
wi  be  l^islatively,  by  what  is  known  as  the  future  trading  act, 
'tich  I  signed  as  one  of  the  conferees  of  the  Senate  yesterday,  and 
^hich  will  probably  become  a  law  during  to-day  ?  I  think  you  were 
^  the  hearmgs  in  the  Senate. 

Mr.  GusTAFSON.  We  do  not  know  how  much  that  bill  will  cure, 
Bid  as  to  the  United  States  Grain  Growers  (Inc.),  we  do  not  care 
rery  much,  because  we  do  not  feel  that  it  will  be  a  permanent  cure 
^j^9i>y.  And  we  do  not  feel  that  we  would  like  to  leave  the  market- 
Jig  of  our  products  to  these  people  any  longer.  I  made  a  statement 
^t  before  you  came  in  that  we  are  not  asking  for  any  class  legisla- 
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tion  or  any  class  favors  of  any  kind,  or  appropriation  of  publi 
moneys  of  any  kind.     We  are  strictly  a  farmer-owned  organizatioi 

Senator  MoNary.  What  is  the  organization  ? 

Mr.  GusTAFsoN.  The  United  States  Grain  Growers  (Inc.). 

Senator  McNary.  Growing  out  of  the  committee  of  seventeen  ? 

Mr.  GusTAFsoN.  Yes,  sir. 

Senator  McNary.  Under  this  bill  you  seek  to  be  denominated 
contract  market  by  the  Secretary  of  Agriculture  and  to  get  on  tl 
exchange  ? 

Mr.  GusTAFSON.  Well,  we  probably  will;  I  don't  know. 

Senator  McNary.  You  are  purely  cooperative  ? 

Mr.  GusTAFSON.  We  are  intending  to  he  purely  cooperative. 

Senator  McNary.  And  are  intending  to  prorate  the  profits  to  yoi 
members  ? 

Mr.  GusTAFSON.  Yes,  sir. 

Senator  McNary.  And  pay  dividends  ? 

Mr.  GusTAFSON.  Yes,  sir. 

Senator  McNary.  Do  you  pay  commissions  ? 

Mr.  GusTAFSON.  We  call  that  prorata. 

Senator  McNary.  There  is  a  decided  difference,  so  far  as  that  goe 
I  do  not  want  to  go  back  over  this,  but  I  am  somewhat  interest^  | 
view  of  the  long  hearings  we  have  had  in  the  Senate.  You  say  yd 
do  not  care  for  further  legislation  ? 

Mr.  GusTAFsoN.  Well,  sometimes  I  feel  this  way  about  it:  L^ 
these  people  go  the  limit,  until  they  arouse  the  farmers  to  the  necessi^ 
of  helping  themselves.  There  is  no  remedy  like  that;  the  farmJ 
helping  himself  is  the  best  remedy. 

We  do  not  want  to  discredit  or  discourage  legislation,  but  tl 
United  States  Grain  Growers  (Inc.)  is  not  askmg  for  class  legislatioi 
The  only  thing  we  do  ask  is  that  the  farmers  be  given  tne  sam 
opportunity  as  anybody  else;  that  is,  that  no  obstacle  be  throw 
into  the  way  of  a  development  of  this  cooperative  idea.  And  whe 
we  ask  for  that  we  ask  it  for  all  the  people,  and  not  for  the  farmei 
alone.  And  when  we  ask  for  any  legislation  that  will  promol 
cooperation,  we  want  the  consumer  and  we  want  every  citizen  of  th 
United  States  to  have  the  same  opportunity  as  the  farmer  to  gc 
any  such  legislation  or  to  be  under  such  arrangements.  We  ai 
absolutely  wanting  to  play  fair  and  be  unselfish  in  that  matter. 

Representative  Funk.  Does  your  plan  for  the  marketing  of  grai 
provide  for  an  advance  to  the  owner  of  the  grain  ? 

Mr.  GusTAFSON.  Yes,  sir;  as  soon  as  we  can  make  the  necessar 
financial  arrangements,  we  propose  to  advance  what  will  be  con 
sidered  safe. 

Representative  Funk.  That  is,  on  some  sort  of  a  warehouse  cer 
tificate  or  receipt  ? 

Mr.  GusTAFSON.  Yes,  sir. 

Representative  Funk.  Or  some  such  scheme  as  that  ? 

Mr.  GusTAFSON.  Yes,  sir. 

Representative  Funk.  Which  the  owner  of  the  grain  can  take  t( 
the  bank,  or  some  other  place,  and  put  it  up  as  collateral  ? 

Mr.  GusTAFSON.  Yes,  sir. 

The  Chairman.  You  expect  that  the  farmer  will  do  the  financing 
of  his  own  receipts,  or  that  this  financing  will  be  done  through  ai 
organization  which  you  will  establish  ? 
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Mr.  Gttstafson.  Ultimately  we  hope  that  the  farmer  will  be  able 
to  arraz]ge  for  his  own  financing  and  be  independent  along  those  lines, 
as  are  other  large  interests  and  producers,  such  as  lai^  manufac- 
turing concerns,  which  have  satisfactory  finances  which  they  can 
always  rdy  upon.  Ultimately  we  hope  the  farmer  may  make  the 
same  arrangement  for  himself. 

The  CHAHUfAN.    You  mean  the  individual  farmer? 

Mr.  G08TAF8ON.  Yes;  cooperating  toother  in  some  organization. 
This  can  very  readily  be  done,  Mr,  Chairman,  if  the  farmers  will  get 
together.    It  would  not  be  a  very  large  eflfort  for  each  one. 

Kepresentative  Funk.  Is  it  the  idea  that  this  grain  will  remain  on 
Ihefarm,  or  can  it  be  collected  at  some  terminal  point? 

Mr.  GusTAFsoN.  I  am  not  so  strong  on  keeping  the  grain  on  the 
(inn.  I  think  it  is  a  pretty  hazardous  undertaking.  At  the  present 
time  we  contemplate  collecting  into  our  local  elevators  what  the 
vmer  has  to  sell.  Understand,  under  this  arrangement  the  fanner 
jfces  not  have  to  sell  until  he  gets  ready;  he  wiU  sell  whenever  he 
FMts  to  sell,  and  will  not  be  compelled  to  sell  until  he  gets  ready 
to  sell. 

Representative  Funk.  He  can  select  the  market  for  himself,  and 
Im  take  the  price  on  any  given  day  ? 

Mr.  GusTAFsoN.  Yes;  but  when  ne  does  sell  he  sells  through  the 
ir^mization. 

Kepresentative  Funk.  Of  course,  it  would  be  impossible  to  keep 
Ich  particular  grain  owner's  grain  separate  ? 
■  Mr.  GusTAFSON.  That  is  not  necessary. 

[Representative  Funk.  Well,  it  could  not  be  done  as  a  practicable 
oposition,  on  a  lai^e  scale  ? 
MT.  GusTAFSON.  No;  it  would  not  be  possible. 
Representative  Funk.  Then,  of  course,  there  must  be  some  method 
determining  the  ^ades  ? 
Mr.  GusTAFSON.   I  es,  sir. 
Representative  Funk.  That  can  be  taken  care  of  at  the  terminal 
liarkets.  . 

Mr.  GusTAFSON.  We  hope  so. 
!  Representative  Funk.  6ut  I  am  interested  in  finding  out  how  you 
letennine  the  grade  at  the  country  station. 

I  Mr.  GusTAFSON.  That  is  determmed  by  the  buyer;  by  the  elevator 
Nwiager,  as  it  is  now.  He  determines  the  grade  now,  and  he  will 
Continue  to  do  so. 

'  Representative  Funk.  But  where  it  is  loaded  not  through  an 
•levator  you  have  some  scheme  of  that  sort  ? 

Mr.  GusTAFSON.  There  is  very  little  of  that  being  done,  and  we 
w  not  encourage  that.    We  encourage  the  building  and  maintaining 
W  cooperative  elevators  at  all  points. 
Representative  Funk.  And  the  ^ade  assigned  by  the  managers 

<rf  the  local  elevator  will  be  the  grade 

Mr. GusTAFSON  (interposing).  Yes;  that  is  the  way  it  is  now. 
Representative  Funk.  For  the  purpose  of  ultimately  determining 
wie  pro  rata  share  of  each  grain  grower's  grain,  or  determining  what 
a^  will  be  able  to  borrow  ? 

.  Mr.  GusTAFSON.  That  is  being  done  now,  and  that  will  be  con- 
tinued, 
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Senator  MoNabt.  Does  your  association  advance  money  on  a  gn 
pool  to  the  members  ? 

Mr.  GusTAPSON.  The  grain  pool  is  optional.  We  do  not  urse 
Anyone  desiring  to  pool  may  do  so,  and  the  idea  of  tlie  pooler 
that  part  of  the  money  shall  be  advanced,  and  then  the  money  ^ 
be  paid  when  the  ultimate  sale  is  made.  Our  organization  penn 
that,  but  it  does  not  ur^e  it. 

Senator  MgNaby.  Alf  sums  are  returnable  to  the  members,  exec 
that  which  is  used  in  the  management  of  the  organization  ? 

Mr.  GusTAPSON.  Yesj  and  that  will  be  very  economically  doi 
because  there  is  no  capittJ  stock  to  pay  interest  on. 

The  Chairman.  When  the  farmer  sells  to  the  United  Stai 
Grain  Growers  (Inc.),  at  what  price  does  he  sell? 

Mr.  GusTAFSON.  At  the  market  price.    To  make  it  plainer, 
sells  to  the  local  elevator  the  same  as  he  does  now,  receiving  t 
r^ular  price.    Then  at  the  end  of  the  year  the  local  elevator  ^ 
return  his  pro  rata  share. 

Representative  FtiNK.  The  deal  is  closed  immediately,  just 
soon  as  the  accoimts  are  obtainable  ? 

Ikfr.  GusTAPSON.  Yes;  just  as  it  is  now.    However,  we  hope 
make  the  necessary  arrangements  to  encourage  the  farmer  not 
dump  at  certain  periods  of  the  year  so  much  grain  on  the  marl: 
and  get  it  out  of  his  control  and  out  of  his  hands  and  into  the  ban 
of  the  speculator  and  manipulator. 

The  Chaibman.  If  the  exchanges  were  abolished,  as  I  suppose 
ultimately  involved  in  the  success  of  the  cooperative  plan,  how  w 
the  price  DC  fixed  ? 

Mr.  GusTAPSON.  Well,  they  will  not  be  abolished  for  a  long  tun 
We  hardly  can  expect  that  this  wiU  be  adopted  by  all  the  producei 
and  as  long  as  it  is  not,  the  exchanges  will  be  m  existence.  Ai 
should  they  be  abolished,  we  hope  we  will  find  a  way  out  of  it  1 
that  time;  but  they  will  not  be  abolished  for  a  long  time  to  come. 

The  Chairman.  What  you  expect  to  do  is  to  set  up  a  system  i 
marketing  in  competition  with  the  exchanges  ? 
»  Mr.  GusTAPSON.  Yes,  sir. 

The  Chairman.  Which,  in  the  long  nm,  will  develop  into' a  qu» 
tion  of  whether  the  exchange  method  or  the  method  you  are  proposii 
is  the  most  economical  method  from  the  farmers'  stand[K)inti 

Mr.  GusTAPSON.  Then,  if  we  should  get  all  the  business  we  wou| 
become  the  exchange,  because  we  are  selling  to  the  consmner  and  1 
the  mills  and  to  the  exporter,  and  perform  all  the  functions  and  duti( 
or  all  the  work  that  they  are  now  doing.  But  it  will  be  a  long  tiint 
I  imagine,  before  that  would  happen;  but  if  it  does  happen,  whi 
would  be  wrong  with  it  ? 

The  Chairman.  I  am  not  assuming  that  anything  would  be  wron 
with  it.  I  am  trying  to  get  at  the  operation  of  the  thing.  I  assum 
that  in  the  adoption  of  a  plan  of  tnis  sort  you  have  undertaken  t 
take  a  long  look  ahead  ? 

Mr.  Gustapson.  Yes. 

The  Chairman.  And  see,  so  far  as  it  is  humanly  possible,  the  ult) 
mate  oiitcome  of  the  proposition.  I  do  not  just  j^et  what  you  meij 
when  you  say  that  the*  United  States  Grain  Growers  (Inc.)  wil 
become  the  exchange,  because  I  assume  that  one  of  the  objects  o 
this  arrangement  is  to  reduce  the  niunber  of  intervening  buyers  aw 
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speculators  whose  trading  now  soes  to  make  the  market  price,  and 
when  jon  reduce  that  number  of  traders  or  speculators  it  seems  that 
the  pnce  would  be  made  on  the  basis  of  a  smaller  number  of  sales. 

Mr.  GusTAFSON.  Well,  who  shoidd  make  the  price  t 

The  Chaibman.  I  do  not  know. 

Mr.  GusTAFsoN.  Why,  I  expect  the  consumer;  but  he  does  not 
make  the  price  now.  The  exchanges  are  making  the  prices  to  suit 
themselves,  which  we  do  not  think  is  the  right  system.  And  there  is 
interference  with  the  law  of  supply  and  demand,  and  we  feel  that  if 
this  was  done  right  the  law  of  supply  and  demand  would  govern,  and 
jt  is  the  only  law  in  the  ultimate  end  that  we  can  rely  on  anyway. 

TheCHAiKMAN.  That  is  to  say,  the  number  of  consumers  in  the 
^market,  and  the  demand  which  they  represented,  in  its  relation  to 
the  supply  would  make  the  market  price,  just  as  it  does  on  coal,  or 
on  anytJung  else  ? 

Mr.  GusTAFsoN.  And  handling  world  products,  as  we  expect  to  do, 
jwhich  are  produced  all  over  the  world,  we  would  continue  to  be  in  com- 
petition with  the  outside  world  anyway,  and  we  would  have  to  rely 
ion  the  demand.  If  we  were  the  only  exchange  that  was  handhng 
pain  in  the  United  States,  we  would  absolutely  have  to  rely  on  the 
^demand  for  that  grain  and  sell  accordingly. 

I  The  Chairman.  That  is  to  say,  you  wotu^  have  to  market  the  grain 
at  such  times  and  in  such  quantities  as  the  supply  necessitated, 
ieeping  in  mind  that  you  had  to  sell  the  entire  crop  every  year  ? 
f  Mr.  GusTAFsoN.  With  this  plan  of  ours  goes  also  an  information 
department,  through  which  we  expect  to  gather  crop  and  market 
Lconditions  in  our  0¥m  way  from  all  over  the  world,  and  try  to  give  to 
^e  producer  a  more  correct  interpretation  of  those  figures  and  con- 
ations than  they  are  getting  at  the  present  time,  wnich  we  think 
prill  be  helpful  to  the  farmer  in  juc^ing  when  to  sell.  And  the 
[reports  which  we  get  at  the  present  time  are  not  satisfactory  to  the 
[fwrnef,  and  the  farmer  does  not  rely  on  them  like  he  shomd.  He 
does  not  get  the  information  that  makes  it  possible  for  him  to  be  a 
good  business  man  in  judging  what  he  should  sell. 

Now,  this  is  not  an  experiment,  gentlemen.  It  might  be  in  a 
I  national  way,  but  it  is  not  m  a  local  or  a  State  way,  because  we  have 
W  cooperative  elevators  for  some  20  or  25  years,  and  they  have 
I  keen  a  wonderful  success.  In  the  last  year  or  two  they  have  been 
in  bad,  just  as  many  of  the  other  elevators  are;  many  of  the  privately 
,  owned  and  line  elevators  have  been  in  bad  for  the  last  two  years,  and 
80  have  the  cooperatives.  But  although  they  have  been  in  bad, 
there  are  not  many  of  them  that  are  intending  to  quit. 

Efforts  have  been  made  to  extend  this  local  cooperation  to  the 
terminal  markets,  and  progress  has  been  made,  and  some  success  has 
oeen  obtained. 

.  I  am  very  familiar  with  the  marketing  of  live  stock,  if  I  may  men- 
tion that  in  connection  with  this  matter. 

Representative  Sumners.  Before  you  go  to  the  subject  of  hve 
ftock,  I  would  like  to  ask  you  some  questions  about  the  grain  market- 
iiigproposition. 

Mr.  GusTAPSON.  I  will  come  right  back  to  that.  I  want  to  s  ay 
this,  that  we  are  not  jumping  into  this  without  some  experience  along 
^  Ime.  I  speak  of'^this  hve-stock  marketing  proposition  because  1 
^as  chairman  of  the  committee  that  organized  it,  and  president  of 
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the  association  up  until  the  13th  day  of  April  of  this  year.  On  Apr 
1,  1917,  we  opened  a  cooperative  Uve-stock  commission  company  a 
Omaha,  giving  the  regular  service  and  charging  the  regular  com 
missions  and  paying  the  regular  salaries  for  the  hired  help  necessan 
and  it  was  a  nonstock,  nonprofit  concern;  there  was  no  interest  t 
pay  on  the  investment,  and  at  the  end  of  the  year  we  nrorated  bac 
to  the  customers  the  profits,  or  the  savings,  rather.  Of  course,  th 
first  few  months  it  was  a  losing  proposition,  because  the  oppositio 
was  very  bitter.  I  might  state  that  we  appUed  for  membership  o 
the  Uve-stock  exchange,  but  we  were  tumea  down.  But  before  th 
end  of  the  year  we  had  accumulated  savings  enough  to  prorate  bac 
38  per  cent  of  the  commissions  charged;  at  the  end  of  the  second  yea 
we  prorated  back  46  per  cent  of  the  commissions  charged;  and  th 
last  two  years  we  have  prorated  back  half  of  the  commissions  charged 
and  this  year  the  prospects  are,  if  we  continue  as  well  from  now  on  a 
we  have  the  first  part  of  the  year,  we  will  do  even  better. 

The  Chairman.  Did  any  part  of  the  prorate  represent  increases  i 
markets  ? 

Mr.  GusTAFSON.  No,  sir;  it  is  strictly  commission. 

The  Chairman.  Strictly  a  commission  proposition  ? 

Mr.  GusTAFSON.  Strictly  commission.  We  chaise  the  same  com 
mission  as  the  other  firms.  There  are  51  firms  in  the  vards  beside 
ours  at  Omaha.  We  also  have  branches  at  St.  Joseph,  Mo.,  and  Siouj 
City,  Iowa.  But  it  is  strictly  the  commission  that  is  prorated  baci 
In  other  words,  if  you  pay  us  $15  for  the  selling  of  a  car  of  live  stock 
in  the  last  two  years  you  would  have  received  back  $7.50. 

Now,  that  is  a  nonstock,  nonprofit  concern,  and  our  salesmen  ge 
A  regular  salary,  and  so  do  our  nired  help.  ITiere  is  no  prorating  o 
commissions  or  rebates  to  our  help  of  any  kind,  and  the  necessar] 
expenses  are  deducted  and  the  proaucer  gets  the  balance. 

Senator  Lenroot.  How  did  you  get  your  capital  ?  I 

Mr.  GusTAFSON.  We  did  not  need  any.  We  needed  a  little,  an^ 
we  borrowed  $1,000  to  establish  an  office  and  buy  a  typewriter  aw 
a  desk. 

Senator  McNary.  Are  yours  purely  cooperative  members  or  patroQ 
age  members  ? 

Mr.  GusTAFSON.  They  are  members  of  farmers'  organizations  an^ 
farmers'  associations,  the  Equity,  and  so  on.  | 

Senator  McNary.  Do  you  do  business  with  any  patrons  outsidi 
of  your  membership  ? 

Mr.  GusTAFSON.  Yes;  anybody  that  wishes  to  do  business  with  us 

Senator  McNary.  Do  you  prorate  your  commissions  to  them  tool 

Mr.  GusTAFSON.  No;  why  should  we? 

Senator  McNary.  I  want  to  get  the  relation  between  the  patroij 
and  the  member.     How  do  you  do  that  ? 

Mr.  GusTAFSON.  Which? 

Senator  McNary.  Your  dealings  with  the  patron  who  is  not  a 
member? 

Mr.  GusTAFSON.  He  is  welcome  to  come  to  us  if  he  wants  to. 

Senator  McNary.  But  you  do  not  prorate  your  conunissions  to 
hun? 

Mr.  GusTAFSON.  No. 

Senator  McNary.  What  advantage  does  he  derive  from  being  * 
patron  of  your  association  ? 
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Mr.  GusTAPsoK,  He  generally  gets  converted  and  becomes  a 
member  of  the  organization. 

Senator  Lenboot.  So  until  he  does  become  a  member  he  is  the 
same  as  any  other  man  ? 

Mr.  GusTAFsoN.  Yes,  sir. 

Senator  McNaky.  So  he  is  simply  a  patron  until  he  does  become  a 
member? 

Mr.  GusTAFSON.  Yes;  he  has  no  privileges  or  rights  as  a  member 
until  he  does  become  a  member. 

Senator  McNaky.  Are  your  particular  clients  the  packers;  the 
five  big  packers  ? 

Mr.  GusTAFsoN.  Yes,  sir. 

Senator  McNary.  You  sell  your  live  stock  to  them  ? 

Mr.  GusTAFsoN.  We  sell  practically  all  of  our  fat  live  stock  to  them. 

Senator  McNary.  And  do  vou  do  any  feeding  ? 

Mr.  GusTAFSON.  Some  of  them  do. 

Senator  McNary.  Do  you  do  any  feeding  yourselves  ? 

Mr.  GusTAFsoN.  No,  sir. 

Senator  McNary,  Otily  marketing  ? 

Mr.  GusTAFSON.  It  is  strictly  a  marketing  company. 

The  Chairman.  Do  these  packers  discriminate  in  any  way  against 

Mr.  GusTAFSON.  No,  sir;  they  have  played  fair  with  us  all  the 


Senator  Lenroot.  Thej^  did  from  the  start  ? 

Mr.  GusTAFSON.  Yes;  in  fact  I  inquired  whether  they  would  before 
we  started,  and  they  said  they  would.  The  stockyards,  the  same 
»»Y.    They  could  not  afford  to  do  otherwise. 

Representative  Funk.  What  percentage  of  the  business  transacted 
fc  Omaha — the  commission  business — ^is  done  by  your  organization  ? 

Mr.  GusTAFSON.  When  we  started  there  were  51  firms  on  the  yards, 
ttd  1  think  they  are  all  there,  as  I  remember.  The  last  report  I  had 
^  a  monthly  report,  and  we  had  sold  262  cars  mqre  than  the  next 
iiighest  firm — sucn  firms  as  Clay,  Robinson  &  Co. — and  we  had  sold 
262  cars  more  in  our  business  tnan  they  had;  than  the  next  nearest 
finn.    Our  business  runs  into  $40,000,000  or  $50,000,000  a  year. 

Senator  Lenroot.  What  territory  do  you  cover  ? 

Mr.  GusTAFSON.  We  draw  from  Nebraska,  Kansas,  Missouri,  Iowa, 
South  Dakota,  Wyoming,  Montana,  and  Colorado. 

Senator  Lenroot.  A  very  large  territorv. 

Mr.  GusTAFSON.  And  a  httle  from  soutnwestem  Minnesota. 

The  Chairman.  Do  you  have  a  commission  agency  at  South  St. 

Mr.  GusTAFSON.  No;  there  is  a  similar  one  there,  but  we  are  not 
connected  with  it;  there  are  two,  in  fact,  one  called  the  Equity 
Cooperative  Exchange  and  the  other  a  Farm  Bureau  commission 

company. 

^  The  Chairman.  Are  they  admitted  to  the  live-stock  exchange  at 
St.  Paul? 

Mr.  GusTAFsoN.  I  am  not  sure  of  that  now.  I  think  you  had  some 
telation  up  there  last  winter  on  that  subject. 

The  Chairman.  We  had  some  legislation  on  the  subject,  but  I  was 
^ot  sure  whether  it  would  be  adopted  without  a  contest  in  the  courts. 
1  did  not  know  whether  they  were  admitted  or  not. 
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Mr.  GusTAFsoN.  I  don't  know.  Now,  in  addition  to  making 
application  for  a  membership  on  the  live-stock  exchange  at  Omaha, 
I  applied  at  St.  Joseph  and  Sionx  City,  and  they  turned  us  down. 
We  were  turned  down  because  we  were  a  pro  rata  oi^anization.  We 
have  been  discriminated  against  by  these  people  very  bitterly,  but 
we  pay  very  little  attention  to  it.  Sometimes  some  of  their  members 
have  tried  to  do  business  with  us,  and  they  have  been  fined  for  doing  so. 

Senator  McNary.  If  you  prorated  your  commissions  and  not 
your  profits,  they  would  not  oe  fined  for  that  ? 

Mr.  GusTAFsoN.  I  don't  know.     We  haven't  any  profit. 

Senator  Lenroot.  What  is  the  difference  ? 

Senator  McNary.  There  is  considerable  difference.  The  com- 
mission is  a  profit  for  doing  business  on  the  board. 

Mr.  GusTAFSON.  That  is  all  we  do. 

Senator  McNary.  I  asked  you  whether  you  prorated  your  com- 
missions and  expenses,  distinctly  apart  from  the  profits  ? 

Mr.  GusTAFSON.  We  haven't  any  profits.  I 

Senator  McNary.  There  are  three  or  four  different  kinds  ofl 
cooperatives. 

Mr.  GusTAFSON.  That  prorate  the  profits  ? 

Senator  Lenroot.  You  prorate  tne  commissions  that  you  have 
charged? 

Mr.  GusTAFSON.  Yes,  sir;  we  prorate  the  commissions  which  we 
hav.^  charged.  . 

Representative  Funk.  The  sum  that  is  prorated  is  what  is  Irft 
after  ti:-  ?>  expenses  are  deducted  ? 

Mr.  Gl'STAFSON.  Yes;  if  you  were  to  pay  us  $15,  for  instance,  for 
seUing  a  ccv  of  live  stock,  at  the  end  of  the  year  we  find  it  has  cost 
$7.50  for  that,  and  we  pay  you  $7.50  back.  I 

Representative  Funk.  And  that  is  profit  ? 

Mr.  GusTAFSON.  We  call  it  savings. 

Representative  Funk.  Do  your  members  consider  that  they  g^ 
any  advantage  by  using  your  agency  other  than  through  the  pro! 
rating  of  the  profits  ?  ' 

Mr.  GusTAFSON.  No;  other  than  this:  We  are  getting  a  lot  of  infor^ 
mation  and  will  be  getting  together  on  a  larger  scale  further  on.  But 
financially  there  is  no  other  advantage. 

Representative  Funk.  What  I  mean  is  salesmanship  and  higher 
prices.  I 

Mr.  GusTAFSON.  We  have  continually  watched  our  salesmen  Mid 
compared  their  sales  with  the  sales  of  the  yard,  and  we  find  we  are 
always  up  to  the  others,  and  once  in  a  while  ahead  of  them,  so  our 
salesmen  make  as  good  sales  as  anybody.  We  have  been  watching 
that. 

Senator  Lenroot.  Will  you  tell  us  what  the  objections  of  the  live 
stock  exchanges  were;  because  you  prorated  your  profits? 

Mr.  GusTAFSON.  The  objections  are  these,  I  think,  that  we  havei 
demonstrated  that  it  can  be  done  for  much  less  money  than  the 
old  system,  and  they  do  not  dare  come  out  and  compete  with  us  on| 
the  old  idea.     That  is  the  objection. 

Senator  Lenroot.  On  the  grain  exchanges,  we  were  told  thej 
were  intending  to  prorate  according  to  the  business  done;  that  is 
not  the  case  with  your  organization  f 

Mr.  GusTAFSON.  That  is  the  case  with  the  live  stock. 
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Senator  MoNasy.  They  do  not  prorate  on  the  grain;  that  is  the 
iifference. 

Mr.  GusTAFsoN,  We  feel  that  there  can  be  money  saved  in  handling 
iye  stock,  and  there  can  be  money  saved  in  handling  other  farm 
products.    I  know  there  can. 

It  does  not  make  any  difference  to  the  United  States  Grain  Growers 
rhether  you  are  a  farmer,  or  a  man  who  rents  his  farm  on  grain  rent, 
r  whether  you  are  a  Democrat  or  a  Republican  or  a  Methodist  or  a 
*resbyterian 

Senator  Lenboot.  Or  not  a  member  of  any  other  organization  ? 

Mr.  GusTAPsoN.  No,  sir;  but  a  grain  producer  who  raises  grain, 
r  receives  grain  rent. 

TheCHAmcAN.  Your  membership  then  is  based  on  individuals, 
nd  dot  on  cooperative  organizations  ? 

Mr.  GusTAFsoN.  Absolutely. 

Representative  Sumnbbs.  What  is  the  advantage  which  you  would 
6  able  to  derive  from  a  membership  in  these  live-stock  exchanges  t 

Mr.  GudTAFSON.  Well,  there  are  certain  accbmmodations  there  that 
lould  be  available  that  we  had  to  go  out  and  get  for  ourselves;  such, 
or  instance,  as  the  docker.  They  have  an  official  docker;  thev  would 
pt  even  permit  us  the  use  of  that  service,  though  we  offered  to  pay 
» it,  so  we  had  to  arrange  for  our  own  docki^.  There  are  other 
drantages.  And,  by  the  way,  they  are  not  permitted  to  do  business 
ftth  us;  we  can  not  buy  and  sell  stockers  or  feeders  to  them.  The 
ides  wUl  not  permit  them  to  do  that.  If  we  were  members  of  the 
lock  exchange,  we  would  do  that.  But  they  are  not  allowed  to  play 
i&  us  at  all. 

Senator  Lenboot.  Is  it  one  of  their  rules  that  no  cooperative 

r'zation  can  be  a  member  of  the  live-ettock  exchange? 
GusTAFSON.  If  it  is  a  patronage  dividend-paying  organization 
t  can  not  be. 

Senator  Lenboot.  That  is  irrespective  of  whether  the  dividends 
re  confined  to  the  members  of  the  association  or  not  i 

Mr.  GusTAFSON.  It  does  not  make  any  difference,  or  did  not  at 
bat  time. 

Senator  Lenboot.  Does  it  now  ? 

Mr.  GusTAFSON.  I  don't  think  so.  I  don't  think  there  is  any 
hange. 

Senator  Lenboot.  And  that  is  in  their  rules  ? 

Mr.  Gustafson.  Oh,  yes. 

Senator  Lenboot.  Have  vou  a  copy  of  those  rules  ? 

Mr.  Gustafson.  I  have  them  in  my  office. 

Senator  Lenboot.  WiU  you  send  us  a  copy  of  them  ? 

Mr.  Gustafson.  Yes,  sir. 

The  Chairman.  I  think  I  have  a  copy  of  them  here.  Senator. 

Mr.  Gustafson.  Now,  I  made  application  for  a  membership  on  the 
^Di^  Grain  Exchange,  and  there  was  the  same  trouble  there;  on 
account  of  being  cooperative  and  paying  patronage  dividend  we  were 
rfused  membership. 

Senator  Lenboot.  You  said  it  was  cooperative;  cooperative  and 
fetribution  of  earnings.  I  can  not  see  the  difference,  Mr.  Gustafson, 
wtween  an  ordinarydividend  to  cover  profits  and  the  ordinary  com- 
ttussion  finn  that  is  in  the  form  of  a  corporation  and  distributes  its 
™dends  to  its  stockholders. 
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Mr.  GusTAFSON.  Well,  I  don't  think  they  would  permit  either  one, 
and  we  are  not  ready  to  change  our  ideas  and  rules  to  conform  to  their 
rules. 

Senator  Lenroot.  No;  I  was  getting  at  whether  there  was  any 
basis  or  reason  in  their  discrimination. 

Mr.  GusTAFSON.  It  is  simply  this,  that  they  do  not  want  to  recog- 
nize our  way  of  doing  business. 

Senator  Lenboot.  In  other  words,  thejr  are  afraid  you  will  get  the 
business  and  throw  out  the  commission  mms  ? 

Mr.  GusTAFSON.  We  generally  do  where  we  do  business  in  a  busi- 
nesslike manner. 

Representative  Sumners.  Do  vou  have  an  organization  in  jovtt 
live-stock  business  which  extends  down  to  the  community,  so  thali 
the  communities  themselves  have  live-stock  shipping  associiftdfHAi 
and  through  which  they  may  assemble  their  live-stock  in  carload  lotftl 

Mr.  GusTAFSON.  Yes;  in  many  communities  there  are  sudji 
arrangements.  In  others  there  are  not,  and  the  farmers  simply  gm 
together  with  their  stock. 

Kepresentative  Sumners.  Is  it  the  disposition  of  the  commimitiei 
to  organize  once  they  have  begun  to  use  this  service?  V 

Mr.  GusTAFSON.  Oh,  yes;  there  are  organizations  springing  q|: 
now. 

Representative  Sumners.  That  works  better,  I  assume,  iiu^ 
where  you  have  a  ntmiber  of  live-stock  producers  in  a  communi^ 
shipping  independently  ? 

Mr.  GusTAFSON.  It  does  facilitate  the  handling  of  it  very  much.  .-; 

Representative  Sumners.  If  some  of  the  gentlemen  who  coii|i 
from  that  territory  do  not  want  to  ask  further  questions  about  tin 
handling  of  grain,  I  would  like  to  ask  some  questions.  I  am  n4 
from  the  grain  section,  however. 

Mr.  GusTAFSON.  I  might  add,  in  connection  with  this  United  Stat<|i 
Grain  Growers  (Inc.)  marketing  agency,  that  they  are  now  develop 
inff  a  live-stock  marketing  agency  also,  through  a  conunittee  of  1^] 
which  has  been  working  for  about  six  months,  and  is  still  workii]|i 
and  making  progress.  .  ,i 

Representative  Sumners.  In  your  live-stock  distribution,  do  yofi 
undertake  to  route  these  animals  ready  for  market  to  the  markell 
where  they  are  in  best  demand  ?  i 

Mr.  GusTAFSON.  Well,  not  to  a  great  extent,  but  if  we  becomfl 
organized  nationally,  that  is  one  of  the  objects  we  have  in  mind. 
We  do  once  in  a  while  divert  shipments  from  Omaha  to  St.  Joseph| 
for  instance,  if  it  is  advisable  to  do  so;  but  not  a  great  deal  of  that 
is  being  done  yet,  because  it  can  not  be  advantageously  done  unt8 
we  have  a  national  organization. 

Representative  Sumners.  No;  I  appreciate  that. 

Mr.  GusTAFSON.  No,  sir. 

Representative  Sumners.  Now,  coming  back  to  the  marketing  of 
grain,  you  start  in  with  your  local  elevator  as  a  imit  ?  i 

Mr.  GusTAFSON.  That  is  the  foimdation;  that  is  the  unit  which  wej 
start  from. 

Representative  Sumners.  And  when  the  grain  is  brought  into  the; 
local  elevator  by  the  several  farmers  in  a  conmiunity  it  is  graded, 
and  goes  into  the  bin  or  compartment  where  grain  oi  that  grade  is 
being  kept  1 
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Mr.  GusTAFsoN.  Yes;  as  it  is  being  done  now. 
Representative  Sumners.  Some  of  the  millers  who  have  been  before 
the  commission  have  stated  that  they  are  not  able  to  buy  grain  on 
CTade  for  grinding  in  their  re9pective  mills,  because  of  the  fact  that 
m>m  the  miller's  standpoint  there  is  so  much  difference  in  the  grain 
of  the  same  grade.  If  that  is  true,  how  are  the  millers  able  to  select 
the  grain  after  the  grain  has  been  confused  and  mixed  in  the  local 
elevator,  and  then,  1  assume,  mixed  further  in  the  terminal  elevator? 

Mr.  GusTAFSON.  I  understand  that  the  big  mills  have  their 
inalyzers  to  determine  certain  districts  in  the  country  where  prefer- 
able wheat  can  be  gotten,  and  that  they  make  a  very  decided  effort 
to  get  that  wheat  year  after  year.  I  think  that  is  true  of  Kansas 
and  other  States,  where  the  Minneapolis  millers  have  found  by 
I  kvestigation  that  certain  communities  produce  desirable  wheat.  1 
■  am  not  a  miller  and  can  not  go  into  the  technical  part  of  that. 

Representative  Sumnebs.  You  stated  a  moment  ago  that  there  is 
i  sold  in  Chicago  on  the  future  board  three  times  the  amount  in  bushels 
of  grain  each  year  produced  in  the  world. 

I  Mr.  GuBTATSON.  That  is  what  our  investigators  found,  that  were 
vorkingwith  the  Committee  of  Seventeen.  We  had  several  very 
^kirii-type  men  doing  that  work. 

Representative  Suif  nebs.  What  is  the  charge  made  by  the  members 
d  the  exchange,  per  1,000  bushels,  for  handlmg  a  transaction  of  that 
kind? 

Mr.  GusTAFSON.  I  don't  know  what  the  exact  charges  are.  I  wish 
it  was  possible  for  this  commission,  however,  to  tell  the  world  what 
ilhey  are. 

Si^iator  Lenboot.  You  mean  you  do  not  know  the  commission 
■p^  1,000  bushels  2 

Mr.  GusTAFSON.  At  Chicago  ? 
j   Senator  Leicboot.  Yes. 

Mr.  GusTAFSON.  I  don't  remember. 

Representative  Funk.  You  are  speaking,  Mr.  Sumners,  of  a  cash 
fransaction,  or  an  option  deal  ? 

Representative  Sumnebs.  I  assume  the  commission  is  the  same. 

Representative  Funk.  No;  cash  transactions  at  Chicago  are  1  per 
cent. 

Representative  Sumnebs.  What  are  they  in  a  future  transaction  ? 

Representative  Funk.  I  think  one-eighth. 

Representative  Sumnebs.  One-eighth  of  1  cent  per  bushel. 

Representative  Funk.  Yes. 

Representative  Sumnebs.  Of  course,  somewhere  down  the  line 
someoody  has  to  paythat  enormous  hedging  charge. 

Mr.  GusTAFSON.  We  think  the  producer  does. 

Representative  Funk.  On  an  option  transaction  it  is  like  a  kitty 
^  a  game  of  cards;  they  keep  taking  it  down,  and  keep  putting  in 
money  all  the  time. 

Mr.  GusTAFSON.  What  we  farmers  and  producers  can  not  under- 
stand is  why  it  is  necessary  to  speculate  and  gamble,  if  I  may  use 
that  term,  with  the  farmer  s  products.  Why  is  that  not  done  with 
^^,  ana  farm  implements,  and  groceries,  and  things  of  that  sort  ? 
"hy  pick  out  one  product  ?  We  can  not  understand  why,  if  it  is  a 
good  thing  with  the  grain,  whv  not  do  it  with  shoes,  and  farm 
machinery,  and  sell  it  mty  times  before  the  consumer  gets  it. 
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Bepresentative  Subiners.  Some  of  the  millers  have  testified  th&t 
in  doing  their  business  they  sell  their  flour  in  advance  of  the  giinding 
of  the  wheat  into  the  flour  which  is  to  be  made.  After  having  sold 
the  flour;  it  is  then  necessary  for  them  to  buy  a  hedge  on  some  niture 
board  to  be  certain  that  they  will  make  a  manufacturer's  profit. 

Mr.  GusTAFSON.  We  producers  do  not  feel  that  the  present  custom 
and  arrai^ement  for  handling  our  grain  is  proper;  we  do  not  fed 
that  it  is  the  only  possible  way  of  doing  it,  any  more  than  I  felt  when 
I  was  a  little  boy  that  binding  ffrain  behind  the  reaper  was  the  only 
way  to  be  followed  in  doing  tnat  work.  And  since  then  we  have 
developed  several  useful  inventions  that  have  done  away  with  that 
method.  It  is  just  possible  that  some  arrangement  might  be  devel- 
oped in  handling  the  farmer's  grain  which  is  better  than  the  present 
system;  iust  because  it  is  the  custom  or  system,  we  do  not  tnink  it 
is  the  only  way  to  do  it.  And  we  feel  there  is  need  of  improvement 
in  the  marketmg  line  as  much  as  there  is  need  for  improvement  of 
anything  in  this  line. 

Kepresentative  Sumners.  You  feel,  I  assume,  that  the  violent 
fluctuations  in  prices  resulting,  as  I  understand  you  gentlemen  claim,  s 
from  speculation  on  the  future  boards,  has  a  tendency  to  demoralize* 
the  market  find  make  economical  distribution  more  diflScult  than  it* 
would  be  without  those  influences  in  the  market.  "' 

Mr.  GusTAFSON.  We  feel  that  it  is  only  to  the  advantage  of  th«^ 
unnecessary  middleman,  or  a  lot  of  unnecessary  middlemen,  and  is 
of  no  advantage  to  the  consumer. 

Now,  as  to  the  cost  of  handling  our  products,  I  assume  that  the  com- 
mission has  been  overloaded  with  testimony  of  that  kind.  It  would* 
be  consuming  time  to  go  over  that  again.  I  might  say,  however^;! 
I  made  some  personal  investigations,  if  you  will  permit  me  a  momentJI 
I  think  it  was  some  time  in  1918  that  1  was  in  Kansas  City  on  some* 
marketing  work,  and  then  made  this  little  observation.  Wheai 
at  that  time  was  selling  at  about  $2.  That  was  about  twice  the  pricr 
that  wheat  was  before  the  war.  In  the  same  time  crackers  had 
risen  four  times  the  former  prices.  In  other  words,  they  had  beat' 
wheat  twice.  During  1918  I  purposely  went  to  one  of  the  best  eatinj 
houses  in  Omaha  to  eat  a  meal — to  buy  a  meal,  and  see  what  the 
middleman  was  getting.  It  so  happened  that  I  picked  on  potatoes  ] 
as  a  demonstration,  and  I  bought  a  baked  potato;  just  a  plain  baked 
potato,  with  no  butter  on  it,  or  anything.  I  thought  the  price  was 
excessive,  so  I  bought  a  second  potato  and  paid  for  it  and  put  it  in 
my  pocket,  and  then  I  went  over  and  had  it  weighed.  I  happened 
to  think  that  possibly  it  might  lose  some  of  its  weight  in  baking,  and 
so  I  investigated  the  Government  bulletins  and  found  that  it  was 
such  a  small  fraction  or  per  cent  that  they  did  not  even  consider  it. 
But  I  allowed  5  per  cent  of  loss  in  baking.  Then  I  called  up  a  commis- 
sion house  and  found  out  what  potatoes  sold  for  deUvered  at  that 
hotel,  and  found  they  were  delivered  for  $1.25  a  bushel  on  that  day. 
But  the  potato  I  bought  cost  me  at  the  rate  of  $36.75  a  bushel. 

Representative  Sumners.  The  commission  has  had  lots  of  testi- 
mony along  that  line.    I  think  you  can  give  more  valuable  testimony. 

Mr.  GusTAFSON.  Pardon  me  just  a  moment,  Mr.  Sumners,  1 
bought  some  breakfast  sausage  in  a  cafateria,  and  that  is  supposed 
to  be  one  of  the  cheapest  places  to  eat.  I  bought  two  portions  of 
sausage,  and  when  I  went  out  I  wrapped  one  portion  in  a  newspaper 
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and  took  it  with  me  and  went  over  to  the  drug  store  and  weighed  it, 
and  found  that  it  would  take  a  little  more  than  11  live  hogs  to  pay  for 
one  hog  made  into  that  kind  of  sausage. 

Representative  Sumnebs.  The  commission  has  lots  of  testimony 
on  that  line,  Mr.  Gustafson,  from  people  who  are  less  expert  on 
other  subjects  than  you  are,'  and  I  woula  like  to  have  some  informa- 
tion from  you. 

Mr.  GusTAFSON.  Those  are  the  thin^  that  have  started  us  to 
thinking,  and  we  are  thinking  of  remedymg  them.  My  suggestion  to 
ttiis  commission — ^if  I  may  make  a  suggestion — ^is  that  by  all  means 
do  not  permit  the  putting  of  any  bamers  into,  the  wav  oi  a  develop- 
ment 01  cooperative  bargaining  and  cooperative  marketing,  because 
it  comes  nearer,  to  my  way  oi  thinking,  of  solving  these  hard  prob- 
lems than  anything  I  know  of.  And  especially  when  we  do  not  ask 
for  any  favors,  except  to  be  permitted  to  develop  this  system. 

Representative  Sumnebs.  To  make  it  entirely  clear  in  the  record — 
I  think  perhaps  you  have  already  made  it  clear — ^you  are  not  ei^aged 
in  a  fight  ag^ainst  the  middleman,  nor  asking  for  any  special  pri vue^es ; 
you  are  omy  asking  for  the  opportunity  of  puttmg  your  plan  into 
operation  and  then  letting  the  middleman  or  anybody  else  who  can 
meet  that  competition  and  stay  in  business,  stay  in  business,  and  if 
be  goes  out,  let  him  go  out  because  the  system  that  he  is  following  is 
Ihe  more  expensive  ? 

Mr.  GusTAFSON.  Yes,  sir. 

Representative  Sumnebs.  That  is  your  suggestion  t 

Mr.  GusTAFsoN.  Yes,  sir.  And  pardon  me  for  making  another 
nggestion.  I  do  not  think  that  this  commission  could  render  any 
pater  service  to  the  American  people  than  to  give  the  information 
h  the  people  how  some  of  these  things  are  being  manipulated  and 
kandlea  by  the  so-called  business  men  of  this  coimtry.  If  this  com- 
bisdon  has  the  authority  to  get  that  information  to  the  people, 
it  will  certainly  make  them  sit  up,  I  think,  and  take  action. 

Representative  Sumnebs.  The  American  people,  I  think,  know 
tiuit  pretty  well;  what  they  would  like  to  know  is  some  better  way 
of  doing  it. 

Mr.  GusTAFSON.  Well,  if  you  rive  them  the  actual  conditions  as 
^y  are  on  the  boards  of  trade  and  on  the  stock  exchanges  and  things 
«f  that  kind,  I  think  it  is  going  to  create  a  public  sentiment  all  over 
the  country  that  yriH  soon  find  a  remedy. 

Representative  Sumnebs.  I  am  interested  in  the  statement  you 
D»ade,  that  the  farmer  retains  title  to  his  commodity. 

Mr.  Gustafson.  Yes,  sir. 

Representative  Sumnebs.  And  that  you  have  in  contemplation 
Aat  ne  will  make  his  own  financial  arrangements  ? 

Mr.  Gustafson.  Yes;  through  organizations;  not  as  individuals, 
but  through  organizations;  ttoough  advances  by  local, banks,  or 
other  local  arrangements. 

Representative  Sumnebs.  It  seems  to  me  that  if  the  individual 
fanners  make  their  own  financial  arrangements — if  it  is  not  made 
^ugh  the  general  system,  that  you  pretty  largely  put  it  beyond 
your  power  to  more  systematically  and  more  evenly  distribute  this 
wheat,  of  which  you  say  72  per  cent  goes  on  to  the  market  in  90 
^^y%  oecause  when  his  loan  is  called,  the  wheat  is  called. 
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Mr.  GtJSTAFSON.  Surely,  and  that  is  what  we  object  to,  and  for 
that  reason  we  want  to  make  our  own  arrangements  that  we  can 
rely  on,  as  do  other  interests,  such  as  the  manufacturers,  without 
naming  any  in  particular.  They  have  their  finances  arranged,  and 
they  can  use  that  money  as  lon^  as  they  need  it.  That  is  what  the 
farmer  needs  to  do.  If  ne  had  toat  arrailgement,  he  would  not  have 
to  market  72  per  cent  of  his  grain  within  90  days  of  harvest  time.  He 
has  his  obligations  to  meet,  and  he  can  not  renew  them,  and  therefore 
he  must  sell  his  grain  to  meet  his  obligations. 

Representative  Sumnebs.  Do  you  make  the  sales  from  samples  of 
the  grains  from  the  several  elevators,  which  samples  you  assembled  at 
some  particular  place  ?' 

Mr.  GusTAFSON.  Well,  we  will  make  them  in  any  way  that  suits  the 
buyer. 

And  another  interesting  thing  that  the  committee  of  17  found 
was  the  back  haul — the  hauling  to  and  fro  in  this  country  was  very 
expensive,  and  our  investigators  found  it  amounted  to  from  5  to  7 
cents  a  bushel.  We  found  that  wheat  was  shipped  from  Nebraska^ 
for  instance,  and  was  shipped  to  Chicago,  and  from  there  to  Minne- 
apolis to  be  groimd  into  flour,  and  then  the  flour  was  shipped  back  U$ 
Nebraska  and  sold. 

Representative  Sumnbrs.  What  amount  of  back  haul  did  you  find! 

Mr.  GusTAFSON.  A  large  amount. 

Representative  Sumners.  Of  the  grain  itself  ? 

Mr.  GusTAFSON.  Of  the  grain  itseS. 

Representative  Sumnbrs.  Your  idea  is  to  make  possible  the  moy- 
ing  of  this  grain  from  the  country  elevators  to  the  place  where  it  is 
needed  for  consumption  ? 

Mr.  GusTAFSON.  As  directly  as  possible,  is  our  intention;  and  il 
can  only  be  done  by  a  national  agency.  j 

Representative  Sumnbrs.  You  want  to  avoid  the  necessitj  o| 
having  this  grain  hauled  from  the  ori^al  station  to  the  termmal^ 
and  then  back  again  into  the  same  territory  ? 

Mr.  QusTAFSON.  Yes,  sir. 

Senator  McNary.  Will  you  pardon  me,  Mr.  Smnners  ? 

Representative  Sumnbrs.  Certainly,  Senator,  you  go  ahead;  this 
is  in  your  country  Miyway. 

Senator  McNary.  The  witness  has  made  an  interesting  statement 
that  72  per  cent  of  the  grain  moved  within  90  days  of  harvest  time, 
due  to  the  farmers'  necessity  of  having  the  money  to  meet  thar 
obUgations  in  the  fall.  I  have  seen  statistics  covering  a  period  of 
years,  showing  that  the  difference  in  the  prices  of  the  first  90  days 
and  the  prices  in  the  following  Mav,  Jime,  and  July,  is  absorbed  6y 
storage,  and  shrinkage,  and  loss,  clue  to  varmints,  etc.  That  table 
has  been  repeatedly  shown.  I  am  asking  you  if  you  have  given 
study  to  that  proposition,  that  the  farmers  could  carry  their  grain 
in  large  amoimts,  or  that  the  farmers  who  have  carried  their  grain 
into  May,  June,  or  July,  or  the  man  who  has  bought  that  gram  in 
the  fall  and  carried  it  over  has  profited  by  carrying  that  wheat; 
have  not  those  elements  I  have  mentioned  absorbed  all  the  profits 
and  taken  all  the  spread  between  the  price  in  the  price  in  the  f  idl  and 
the  price  the  next  simmier  out  of  it  ? 

Mr.  GusTAFSON.  Some  of  them  are  becoming  millionaires. 
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Senator  McNary.  That  is  not  the  question;  there  are  lots  of 
millionaires  being  made  in  other  ways. 

Mr.  GusTAFsoN.  Pardon  me,  Senator,  you  asked  me  whether  they 
profited.    I  say  they  do. 

Senator  McNary.  Have  you  given  the  matter  any  thoueht  that 
the  farmers  would  not  profit  in  the  long  rim,  if  they  had  all  the  credit 
in  the  world  ? 

Mr.  GusTAFSON.  Our  object  is  to  induce  the  farmer  to  keep  it  on 
flis  own  farm,  in  order  to  get  an  orderly  distribution. 
■-  Senator  Lenkoot.  The  Senator's  question  is,  if  the  farmer  has  kept 
It  on  his  own  farm,  has  he  made  money  in  the  long  nm,  by  keeping  it, 
fctead  of  selling  it  in  the  first  90  days  ? 

Mr.  GusTAFSON.  In  many  cases  he  has,  and  he  has  escaped  the 
^Uma  of  having  some  one  holding  a  club  over  him. 
I  Representative  Sumnebs.  If  a  few  farmers  hold  their  grain  and  the 
^ijority  do  not,  and  this  glut  goes  on  the  market,  you  may  have  an 

3et  market.     Suppose,  m  a  given  year  you  produce  14  months' 

)ply  of  wheat,  a  Dumper  crop;  if  one  farmer  carried  his  entire  crop 

er,  then  he  comes  into  the  competition  with  next  year's  crop;  but 

you  have  a  cooperative  organization,  vou 

Senator  McNary  (interposmg) .  Your  nedging  is  your  remedy  there. 

Representative  Sumners.  iJfy  own  jud^ent  about  hedging  is,  if 

may  express  my  judgment,  that  hedgmg  has  more  influence  in 
Estroying  the  stability  of  prices  than  any  ouier  feature  of  the  future 
oaxi  transaction,  for  the  reason  that  a  man  who  has  bought  a  hedge 
as  cut  himself  off  from  loss  if  grain  goes  down  and  from  gain  if  it 
t)es  up.  If  all  who  own  grain  would  lose  if  the  price  went  down,  the 
rice  would  be  relatively  stable  after  the  crop  had  come  "in  sight," 
nd  enough  had  been  sold  to  indicate  the  juagment  of  the  trade  as 
t  the  value  of  that  crop. 

Mr.  GusTAFsoN.  I  am  informed  that  the  hedging  privileges  being 
feed  the  last  two  years  have  caused  more  elevators  to  lose  money 
'  nan  anything  else. 

^Repr^entative  Sumners.  The  parity  is  not  maintained,  because 
gots  will  not  follow  futures  as  certainly  as  in  the  old  days,  when 
ppots  yielded  without  resistance  to  futures. 

I  Senator  Lenkoot.  Mr.  Gustafson,  if  you  were  a  miller,  would  you 
my  as  much  for  grain  if  you  could  not  protect  yourseLF  by  a  hec^e; 
P)uldn^t  you  naturally,  when  you  had  to  look  forward  to  the  milhng 
W  your  flour — ^would  not  the  natural  inclination  be  to  pay  a  smaller 
frice  and  save  yourself  ? 

'  Mr.  Gustafson.  Under  the  present  arrangement,  I  suppose  I 
jjttiild  do  what  the  miller  is  doing.  But  we  do  not  beheve  it  is  the 
Jiest  way,  and  we  are  going  to  try  a  different  way,  and  do  it  in  the 
."Way  we  can  to  get  more  for  the  grain. 

Senator  Lenroot.  Do  you  think  a  miller  imder  the  conditions 
w;day  could  sell  under  contract  his  flour  for  the  future  ? 

Repr^entative  Sumners.  And  not  buy  a  hedge  ? 

Senator  Lenroot.  No;  could  any  miller  make  contracts  for  future 
:*uvery  of  flour? 

Representative  Sumners.  I  do  not  know  whether  he  could  or  not. 

Representative  Punk.  Is  it  any  more  necessary  for  a  miller  to  do 
iiiat  than  it  is  for  an  iron  mill  man  to  do  it  ? 
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Mr.  GusTAFSON.  It  is  just  a  system  we  have  gotten  into,  gentle* 
men,  that  we  do  not  seem  to  be  able  to  get  out  of. 

Senator  Lenboot.  But  is  not  the  situation  to-day  such  that  the 
miller  could  not  make  a  contract  for  future  delivery,  any  more  than 
the  iron  mill  man  could  make  one  ? 

Representative  Sumnebs.  Senator,  they  do  make  them. 

Senator  Lenroot.  Not  under  the  present  conditions. 

Representative  Sumners.  Do  you  mean  you  could  not  sell  a  con- 
tract for  the  future  deUvery  of  flour  six  months  from  now? 

Senator  Lenroot.  If  you  can  find  anybody  to  make  a  contract 
with. 

Representative  Sumners.  What  is  to  prevent  him  making  a  con- 
tract now? 

Senator  Lenroot.  Who  will  buy  the  flour  ? 

Representative  Sumners.  Of  course,  he  can  not,  if  he  does  not 
have  somebody  to  buy  the  flour. 

Senator  Lenroot.  Not  imder  the  conditions  such  as  we  ha?i 
now.     On  a  rising  market  you  can  do  it. 

Representative  Sumners.  Yes;  or  on  a  stable  market. 

Senator  Lenroot.  Yes;  on  a  stable  market  he  could  do  it.  i 

Senator  Capper.  Mr.  Gustafson,  is  there  any  legislation  {>endii]| 
in  Congress  at  this  time  that  you  have  in  mind  that  will  be  hdpfil 
to  agriculture  ? 

Mr.  Gustafson.  Yes;  I  think  your  so-called  Capper-Tincher  l4 
is  all  right. 

Senator  Capper.  That,  I  think,  has  been  finally  disposed  of.  TU 
conference  committee  has  agreed  on  the  measure,  I  believe,  Aai' 
there  any  others  ? 

Mr.  Gustafson.  Yes;  we  would  Uke  now  to  get  the  decks  cleaf 
so  that  we  can  develop  this  idea  of  cooperation  to  the  fullest  possiblf 
measure  without  being  subject  to  any  penalties,  as  long  as  we  ^ 
not  ask  for  any  privileges  that  we  are  not  willing  to  give  to  all  t 

{)eople.  Now,  I  imderstand  you  have  a  bill  up,  out  i  have  not  U 
owed  it  very  closely,  that  contemplates  doing  something  of  th 
kind. 

Senator  Capper.  Do  you  have  in  mind  what  it  is  ? 

Mr.  Gustafson.  The  Capper- Volstead  bill,  I  believe. 

Senator  Capper.  You  have  that  in  mind  ? 

Mr.  Gustafson.  Yes,  that  is  the  bill  I  mean,  though  I  don't  kno^^i 
what  form  the  bill  is  in  now.  But  imderstand  me  correctly,  we  are 
not  asking  for  any  class  privileges  for  the  farmer.  If  we  ask  for  the 
idea  of  cooperation,  we  want  all  the  people  of  the  United  States  t(j 
have  the  same  right.  I 

Senator  Lenroot.  Let  me  ask  you,  in  that  respect,  the  one  ttdiig 
that  has  been  held  up  to  us  on  this  cooperative  deal  is  ike  raisi^ 
growers'  association,  which  it  is  claimed  is  a  complete  monopolyj 
Now,  do  I  understand  that  your  view  is  that  we  could  repeal  tn^ 
Sherman  Antitrust  Law?  | 

Mr.  Gustafson.  No;  I  am  opposed  to  any  trusts  or  combination^ 
which  are  detrimental  to  the  welfare  of  this  Nation. 

Senator  Lenroot.  Suppose  the  raisin  growers  have  a  complete 
monopoly — I  am  not  saying  they  have,  absolutely — what  is  th^ 
difference  between  the  raisin  growers  position  with  cooperation  ot 
with  a  monopoly  ? 
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Mr.  GusTAFSQN.  Thej  are  not  the  same  thing  at  all. 

Senator  Lenroot.  But  I  am  assuming  now  that  the  result  is  the 
same. 

Senator  MoNary.  They  are  a  monopoly  if  they  have  done  any- 
thing to  increase  the  prices  to  the  producer.    That  is  all  a  monopoly 


Mr.  GusTAFsoN.  Would  it  be  wrong  to  try  to  increase  prices  to 
cover  cost  of  production  at  this  time,  and  oesides,  prices  may  be 
hdped  by  other  factors  than  monopolistic  practices. 

Senator  McNart.  Following  Senator  Lenroot's  question,  let  me 
ask  you  if  you  are  in  favor  of  a  monopoly  1 

Mr.  GusTAFsoN.  I  am  not  in  favor  of  monopolistic  practices. 
However,  as  farmers  produce  all  foodstuffs  and  raw  material  for 
dothing,  they  violate  no  law  or  do  anything  against  the  welfare  of 
the  pe^le  when  they  distribute  these  commodities  in  an  orderly 
way.  You  see,  they  not  only  have  in  their  possession  the  51  per 
cent,  but  the  entire  100  per  cent,  and  rightly  so,  for  if  each  person 
produced  these  essentials  for  himself,  society  as  now  organized 
must  fail.  So  to  save  our  social  fabric  and  civilization,  the  farmers 
have  been  called  upon  to  produce  food  and  fabrics,  and  it  is  only 
iJoflcal  to  look  to  them  for  our  source  of  supply. 
I  Senator  MoNart.  What  is  the  difference  m  tne  organization 

Mr.  GusTAFSON  (interposing).  What  is  the  purpose  of  all  organiza- 

m  if  it  is  not  for  tlie  betterment  of  the  members  of  the  organization  ? 
t  is  not  the  purpose  of  the  producers  to  organize  in  cooperative 
p^anizations  to  increase  the  prices  to  the  ultimate  consumer.     I  do 
|Bot  know  of  any  such  efforts  among  our  grain  growers  whatever. 

Senator  McNary.  And  to  make  it  less  expensive  to  do  the  business, 
wid  to  divide  the  profits  ? 
^  Mr.  GusTAFsoN.  Yes,  sir. 

I  Senator  McNary.  I  am  interested  in  the  Capper  bill.  There  is  a 
irovision  which  has  been  tacked  on  by  the  Senate  committee  which 
\l  have  discussed  with  Senator  Capper  and  others.  Perhaps  it  is 
Diore  of  a  legal  question  than  an  economical  one.  But  is  there  any 
effort  now  by  the  Government  or  the  States  to  hinder  or  destroy  co- 
operative organization  i 

Mr.  GusTAFsoN.  I  am  not  a  lawyer,  nor  a  lawmaker,  but  I  wish 
this  coQunission — I  would  suggest  to  this  commission  that  they  go 
into  that  matter  thoroughly  and  find  out  what  legislation  is  necessary 
and  recommend  to  Congress  such  legislation. 

Senator  McNary.  I  gathered  from  your  statement  here  that  you 
koped  this  commission  would  recommend  the  Capper- Volstead  idea. 

Mr.  GusTAFSON.  I  did  not  quite  finish  my  statement  in  reply  to 
Senator  Capper.     I  do  not  think  I  made  that  statement  that  way. 

Senator  McNary.  I  wanted  to  clear  it  up  in  my  own  mind. 

Mr.  GusTAFSON.  I  do  hope  you  will  enact  some  legislation  that  will 
inake  it  possible  for  us  to  cooperate.  I  think  I  made  a  statement  at 
the  opening  of  tiiis  meeting,  when  Senator  Capper  was  not  present,  to 
that  eflFect. 

The  Chairman.  In  connection  with  Senator  McNary's  question, 
*^  you  familiar  with  the  prosecutions  at  various  places,  and  some 
^  tnem  have  been  brought  to  a  conclusion,  against  some  of  the 
^cooperative  milk  associations  ? 
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Mr.  GusTAFSON.  Yes;  we  are  expectiog  that  if  this  idea  of  co 
operative  marketing  advances,  that  we  wifl  be  attacked  in  every  waj 
possible.  As  long  as  we  are  not  asking  for  privileges,  we  hope  thai 
we  will  be  protected.    That  is  all  we  ask  for. 

Representative  Funk.  Let  me  ask  you:  If  the  Sherman  antitnisl 
laws  should  be  repealed,  do  you  think  there  is  any  danger  of  a  mO 
nopoly  being  created  in  grain,  which  is  a  world-wide  crop  ? 

Sir.  GusTAFsoN.  No;  but  I  am  not  in  favor  of  repealing  thi 
Sherman  law. 

Senator  Lenroot.  Coming  back  to  the  raisin  growers'  association^ 
and  I  am  not  saying  it  is  a  monopoly,  but  it  comes  nearer  to  wh^ 
I  desire  for  an  illustration,  because  it  is  not  like  grain;  assuming  th«^ 
a  cooperative  association  in  raisins  can  secure  and  does  secure  a] 
absolute  monopoly,  is  it  your  opinion  that  it  should  not  be  subjec 
to  the  Sherman  law  ? 

Mr.  GusTAFsoN.  To  have  a  monopoly  is  not  necessarily  harmfu 
to  the  public,  as  is  illustrated  by  such  natural  monopolies  as  wate 
power  and  water  supplies  for  cities,  and  such  generally  recognizee 
monopolies  as  telephone  lines,  electric  car  lines^  and  others  of  lik 
nature.  However,  monopolistic  or  harmful,  practices  ought  to  b 
checked;  I  don't  care  who  tries  it. 

Senator  Lenroot.  Whether  a  producer  or  manufacturer,  or  wh 
he  is? 

Mr.  GusTAFSON.  I  do  not  believe  in  harmful  monopolistic  practices 

Senator  Lenroot.  Now,  there  is  a  very  clear  distinction  betweei 
an  absolute  monopoly  and  partial  restraint  of  trade.  A  partia 
restraint  of  trade,  we  will  all  grant,  I  think,  mav  result  from  coopera 
tive  associations,  and  yet  it  is  to  the  benefit  oi  the  public  that  the] 
be  permitted. 

Mr.  GusTAFSON.  You  take  some  of  these  European  countries,  wher 
it  has  developed,  and  it  has  brought  benefit  to  the  whole  nation. 

Senator  Lenroot.  I  am  trying  to  get  at  your  view,  whether  thert 
is  any  place  in  a  cooperative  association  where  we  should  permit  ih 
Sherman  law  still  to  apply. 

Mr.  GusTAFsoN.  Well,  m  order  to  intelligently  answer  these  severa 
questions  it  would  be  necessary  to  know  just  what  all  the  laws  are 
and  what  the  rules  are  at  this  time.  I  do  not  know  that  I  coulc 
answer  that  question  directly.  However,  I  do  want  to  say  that  1 
want  laws  preventing  powerful  monopolistic  practices.  I  do  not  can 
what  they  are;  even  if  the  farmer  should  want  to  do  so,  I  am  opposed 
to  it.  Aiid  I  have  been  a  farmer  all  my  life.  But  I  am  opposed  to 
harmful  monopolistic  practices.  I  do  tnink  this,  Senator,  that  then 
are  a  lot  of  people  unduly  alarmed  about  what  the  farmer  is  going  to 
do  when  he  gets  organized. 

Senator  Lenroot.  So  far  as  your  organization  is  concerned,  a 
monopoly  would  be  absolutely  impossible  in  grain. 

Mr.  GusTAFSON.  In  grain  and  live  stock  and  dairy  products  it  can 
not  be  done.  Of  course,  you  take  some  certain  fruits  and  vegetables 
that  are  limited  in  production,  and  there  is  a  possibility  of  a  monop-l 
oly,  possibly. 

Senator  Capper.  Are  you  familiar  with  the  bill  as  it  passed  the 
House  and  is  now  before  the  Senate,  the  cooperative  marketing  bill? 

Mr.  GusTAFSON.  No;  I  have  not  paid  any  attention  to  it  lately, 
Senator.    I  do  not  know  what  shape  it  is  in.    A  year  or  two  ago  I 
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i  was  interestedi  but  I  have  been  so  busy  with  other  matters  I  have 
not  paid  any  attention  to  it. 

S«iator  liiNBOOT.  Assuming   that   the  bill   is  finally  passed   to 
relieye  cooperative  organizations  from  the  restraints  of  the  Sherman 
:  law  except  where  there  is  an  actual  harmful  monopoly,  what  would 
;  you  say  about  it? 

Mr.  GusTAFSON.  Oh,  I  think  that  would  be  fair,  wouldn't  it  ? 
!    Senator  Lenboot.  That  is  what  I  am  asking. 
.    Mr.  GusTAFSON.  However,  I  would  like  to  see  the  proposed  law 
I  before  I  answered  definitely  those  questions. 

1  Senator  Cappeb.  Have  you  any  suggestions  as  to  the  transporta- 
{im  problem,  Mr.  Gustafson? 

-,  Mr.  Gustafson.  That  is  a  matter  that  has  got  to  be  gone  into 
[pretty  carefully,  but  we  do  feel  that  the  high  rates  for  transportation 
!at  the  present  time  are  very  detrimental  to  the  producer.  We  find 
jftal  we  can  not  ship  certain  products  very  far  before  the  cost  of 
asportation  ejquals  the  price  we  get  for  them.  The  farmers  feel 
t  transportation  charges  are  entirely  too  high  at  the  present  time, 
wever,  that  is  a  thing  that  ought  to  be  gone  into  quite  carefully, 
do  not  know  what  the  conditions  of  the  railroads  are,  what  money 
y  need  to  have.  I  think  possibly,  for  the  best  interests  of  the 
)le  Nation,  that  a  reorganization  of  our  transportation  systems 
dd  be  a  good  thing,  but  that  is  a  pretty  big  job.  I  think  there  are 
ilications  that  are  unnecessary,  and  I  do  think  there  are  a  number 
i  trains  running  back  and  forui  that  are  not  hauling  nearly  their 
l^mcity,  which  makes  it  very  expensive,  and  there  is  a  lot  of  waste 
Iraig  thjBLt  line. 

S^ator  I^NBOOT.  You  say  your  relations  with  representatives  of 
be  packers  are  entirely  harmonious  and  they  are  treating  you  fairly, 
■e  nave  just  had  up  wnat  is  known  as  the  *'  packers'  bill.       Have  you 
thing  to  say  about  that  phase  of  it  ? 

Gustafson.  I  only  want  to  repeat  what  I  tried  to  say  once  or 
ice  this  morning,  that  if  this  conmiission  has  the  power  to  give  to 
public   some  information  regarding  the  cost  of  handling  our 
acts  between  the  producer  and  tne  consumer,  I  do  not  care 
ther  it  is  farm  products  or  machinery  or  what  it  is,  that  would  be 
of  the  greatest  services  you  could,  render  to  the  country. 
Senator  Lenboot.  That  we  expect  to  do,  of  course. 
Mr.  XjUSTAFSON.  If  you  could  show  to  the  American  people  what 
costs  to  handle  the  grain  between  the  man  down  on  tne  farm  and 
that  eat  it  in  town,  or  wherever  you  eat  it,  and  the  same  way 
ith  dairy  products  and  Hve-stock  products,  I  think  you  will  render 
5  greatest  service  that  you  possibly  could  render.     We  never  get  the 
ts;  they  are  so  hard  to  get. 
!  Senator  Lenboot.  If  the  commission  should  find  that  the  greatest 
i^read  of  all  is  between  the  wholesaler  or  commission  man  and  the 
Consumer,  through  the  retailer,  do  you  think  that  knowledge  would 
tend  to  make  the  people  correct  the  condition  themselves  through 
more  economical  buying  ? 

-Mr.  Gustafson.  Yes;  to  some  extent  I  think  it  would.  However, 
•s  a  people  we  are  very  extravagant,  we  are  very  easy  going,  and  we 
are  lookmg  for  accoromodations,  and  we  certainly  pay  for  them.  But 
those  people  that  do  want  to  practice  economy  could  do  so  if  they 
had  a  netter  svstem. 

91341— 22^voL  3 ^19 
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The  Chairman.  We  are  very  much  obliged  to  you,  Mr.  Gustafson, 
I  am  3ure. 

Mr.  Gustafson.  I  thank  you  very  much,  gentlemen.  I  would  like 
to  say,  Mr.  Chairman,  that  at  any  time  there  is  any  further  infonna- 
tion  I  can  give  you,  I  shall  be  very  glad  to  dio  so. 

The  Chairman.  Mr.  Funk,  the  commission  will  be  glad  to  hear 
you  now. 

STATEHEVT  OF  MB.  EXTGEVE  D.  FTJVK,  FABHEB,  SHIBLEY, 

ILL. 

Mr.  Funk.  Mr.  Chairman  and  gentlemen,  my  name  is  Eugene  D. 
Funk,  and  my  post  office  address  is  Shirley,  111.  I  live  on  and  operate 
my  own  farm.  For  20  years  past  I  have  been  endeavoring  to  increase 
the  Quality  and  to  increase  the  quantity  of  the  com  crop  per  acre  for 
the  Oentral  West.  We  are  to-day  cooperating  with  the  United  States 
Department  of  Agriculture  and  the  Illinois  (x)ll^e  of  Agriculture,  a» 
well  as  with  several  other  States  and  institutions  and  investigators,  k 
an  investigation  of  various  diseases  that  are  affecting  the  com  fields 
in  the  Umted  States.  These  diseases  are  now  reducing  the  Hsmui 
crop  yield  on  an  average  of  at  least  20  per  cent  of  what  they  shouU 
yield  with  com  free  of  these  diseases. 

There  are  35  acres  on  my  farm  known  as  the  Government  plotft 
These  are  devoted  entirely  to  the  study  of  this  com  disease.  Fannen? 
Bulletin  No.  1176,  Department  of  Agriculture,  Washington,  D.  C, 
and  the  report  entitled  Com  Disease  Investigation,  Illinois  Farmeif 
Institute,  Springfield,  HI.,  are  devoted  to  this  study  and  can  be  s& 
cured  by  anyone  for  the  writing.     I  submit  copies  of  those  to  you. 

f gentlemen.    Also,  if  any  of  th^  members  of  the  committee  care  te 
ook  at  the  photographs  of  com  infected  by  these  diseases  I  have 
here  they  are  at  liberty  to  do  so. 

During  the  late  war  President  Wilson  and  Mr.  Hoover  requested 
me  to  serve  on  the  Wheat  Price  Fixing  Commission,  and  later  I  wH 
appointed  as  one  of  the  advisory  committee  for  both  the  food  ani 
agricultural  departments. 

I  wish  to  say  that  my  experience  during  the  war  and  my  subse- 
quent study  of  agriculture  permits  me  to  present  to  you  this  thoughf 
that  a  very  large  percentage  of  the  people  who  live  within  th^  coi 
fines  of  the  large  cities  do  not  realize  the  importance  and  have  ont 
a  remote  idea  of  what  this  Nation's  agricultural  resources  means 
them  and  to  future  generations. 

Our  cosmopolitan  magazines  and  newspapers  too  often  point 
the  suggestion  that  the  farmer^s  lot  is  merely  to  "sow  ana  reap. 
The  intricate  working  of  the  fields  of  agriculture  is  not  apparent 
the  casual  observer  as  he  looks  out  of  the  window  of  tne  pa 
train,  or  even  when  he  comes  in  his  auto  to  the  wayside  inn  and 
the  good  housewife  for  a  quart  of  pure  milk  or  a  dozen  eggs  to  t 
home  to  his  city  roost. 

I  have  drawn  here  a  sketch  of  an  average  field  in  the  Central  West! 
a  com  field  or  oats  field  or  wheat  field. of  40  acres.  And  I  am  wonder' 
ing  how  many  of  the  members  of  this  commission  have  ever  thought  ai 
to  now  far  a  farmer  would  travel  in  producing  a  40-acre  field  of  com 
I  have  figures  here  to  show  that  in  going  back  and  forth  over  thii 
field  in  the  diflferent  operations,  nine  of  them,  he  travels  approxi^ 
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matelj  971  miles  during  the  season  to  produce  40  acres  of  com  and 
gather  the  crop.     I  will  give  you  these  figures  for  the  record. 

The  Chairman.  Without  objection  they  will  be  inserted  in  the 
record. 

(The  statement  referred  to  is  here  printed  in  full,  as  follows:) 

Times 
•cross 
field. 

Breakiiig  stalks,  previous  aop,  t^xSrows * 126 

Diskiiiggrouiid  (8-foot  disk),  1^ 165 

o 

Plowiiigground(12-iiichplow),  i^ 1,320 

o 

Diskinggroimd(8-f6otdisk),  i^ 165 

o 

earrow  (12-foot  harrow),  i?^ 110 

Hinting  (2  rows,  7  feet),  ^ 190 

Barrowing  (12.foot  harrow),-^ 110 

Cnltiv-atmg  4  times,  i|??  X  4 1,501 

Kanestiiig  (2  rows),  1^ 190 

'       Total 3,884 

^xSOrodfl  ^  g^j  ^^^  ^^^  ^  ^^^j^  ^j.  24  3  ^^^  ^^^  ^  ^^^    . 
BO  rods  m  mile 

Mr.  Funk.  That  our  agricultural  situation  is  a  subject  for  very 
Pfiious  consideration  is  not,  in  my  opinion,  due  primarily  to  the  eflFect 
« the  *^after-the-war"  conditions,  nor  is  it  due  to  any  one  particular 
Juse,  but  may  be  traced  to  a  collection  of  causes,  no  one  of  which  in 
ie  ey^es  of  those  who  do  not  dive  deeply  enough  into  this  matter  of 
■ivestigation,  may  appear  to  them  as  the  prime  evil  of  the  whole. 

I  desire  to  compliment  you,  Mr.  Chairman,  and  your  commission, 
tor  taking  up  at  this  period  of  our  coimtry^s  history  some  of  these 
jM)8t  intncate  and  important  problems  before  it  is  too  late.  I  have 
been  requested  througn  your  secretary  to  come  here  and  discuss  with 
fou  the  present  conditions  relative  to  the  cost  of  growing  a  crop  of 
torn. 

First,  let  it  be  imderstood  that  no  farmer  can  produce  a  maximum 
^p  of  com,  or  for  that  matter,  no  crop  can  be  successfully  and 
profitablv  grown  without  a  proper  balanced  plant  food  for  his  soil 
md  good  seed.  If  his  soil  or  his  seed  is  infected  or  is  deficient  to  the 
gtient  that  his  crop  fails  of  20  per  cent  of  its  maximum  yield,  that 
hnner  is  wasting  or  losing  20  per  cent  of  his  energv  during  the  entire  . 
^ar,  and  this  lost  production  must  add  that  much  more  to  the  cost 
of  that  which  he  is  able  to  harvest. 

Many  farms  are  so  reduced  in  soil  fertility  that  it  is  next  to  im- 
possible to  realize  a  fair  and  profitable  crop,  even  though  the  price 
o(  the  harvested  grain  is  beyond  the  limit  which  the  consumer  is 
jWe  to  pay.  The  abandoned  farms  of  New  York  and  other  States 
'cflect  in  a  measure  what  I  am  now  trying  to  present  to  you.  Outside 
^pital  must  come  to  the  farmers'  rescue  before  they  will  again  be 
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cultivated  and  cropped.  The  cost  of  production  enters  into  the 
growing  of  corn  or  oats  just  the  same  as  the  cost  of  manufacturing 
any  article  used  by  man.  Railroads,  steamboats,  automobiles,  shoes, 
clothing,  the  building  of  a  house,  all  are  figured  on  the  basis  of  the 
cost  of  production^  and  our  Government  is  and  our  laws  should  be 
based  on  the  legitunate  protection  of  those  who  produce,  and  they 
should  receive  the  cost  ol  production  plus  a  reasonable  profit  for  the 
finished  product. 

The  thinking  farmer  realizes  that  he  is  not  alone  in  his  trouble  at 
the  present  time  in  endeavoring  to  get  from  under  the  burden  of 
higher  cost  of  producing  crops.  He  does  feel,  however,  that  the 
present  conditions  point  to  the  fact  that  sometmng  must  be  done  to 
relieve  him  or  he  will  soon  be  obliged  to  leave  his  farm,  and  allow 
nature  to  cover  his  fields  with  daisies  and  dandelions. 

I  have  brought  with  me,  Mr.  Chairman,  a  number  of  letters, 
affidavits,  sworn  statements,  and  telegrams  from  actual  bona-fide 
farmers,  land  owners,  and  tenants,  whidi  I  wish  to  present  to  you  to 
prove  the  conditions  existing  in  Illinois  at  this  time.  Some  of  th^e, 
Mr.  Chairman,  I  will  not  take  the  time  to  read  but  will  ask  permission 
to  have  them  printed  for  your  later  consideration. 

The  Chairman.  Without  objection,  that  may  be  done. 

Mr.  Funk.  Some  of  them  I  want  to  read  to  vou  as  showing  the 
cost  of  production  of  com.  I  shall  confine  myself  largely  to  com,  as 
you  have  requested. 

I  would  Uke  to  state  at  the  outset  that  but  a  small  percentage  of 
farmers  are  in  the  habit  of  keeping  books,  a  strictly,  carefully  com- 
piled set  of  books.  Their  income  aoes  not  enable  them  to  employ  a 
Dookkeeper,  and  their  own  time  does  not,  as  a  rule,  allow  them  to 
make  out  a  carefully  compiled  set  of  books.  But  there  are  a  few 
people  who  have  undertafeen  to  find  out  the  cost  of  producing  a 
Dusnel  of  com,  or  what  it  costs  to  produce  a  crop  of  com  on  an  acre 
of  CTOimd,  and  I  have  quite  a  number  of  these  statements  here.  I 
will  read  just  one  or  two,  and  then  pass  the  others  over. 

Here  is  one  submitted  to  me  by  Mr.  Edward  Peterson,  of  Wheaton, 
111.,  for  the  crop  of  1920.  In  this  statement  he  has  itemized  man 
labor,  horses,  equipment,  interest,  buildings,  rent,  manure,  seed, 
tractors,  oil,  insurance,  weighing,  kerosene — those  items  are  included 
in  his  costs. 

Now,  as  to  his  receipts.  He  uses  his  com  stalks;  that  is,  after  his 
com  has  been  gatherea  in  the  field  he  uses  his  com  stalks  for  pasture. 
He  has  allowed  a  price  for  his  pasture.  He  has  also,  apparently, 
according  to  this  statement,  fed  some  of  his  grain  to  his  stock  before 
it  was  ripe.  I  see  he  has  here  4  tons  of  green  com,  and  then  he  gives 
figures  on  the  com  that  he  finally  gathered.  This  is  a  report  on  33J 
acres  of  land.  There  was  a  total  yield  of  1,467  bushels,  at  a  total 
cost  of  $1,369.20,  or  a  cost  per  acre  of  $40.88,  and  a  cost  per  bushel 
of  93  cents.  The  gross  income  shown  is  $1,041.25,  with  a  loss  of 
$327.95. 

The  Chairman.  Does  that  represent  a  1920  operation  ? 

Mr.  Funk.  Yes,  sir.    I  will  not  go  into  detail  with  all  these  others. 

(The  statement  referred  to  is  here  printed  in  full,  as  follows): 
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d.  Petermriy   Whealon,   lU.;  1,404  htishels  husked  com;  4  tons  green  com;  equal  to 

1,467  bushels  com. 

[Corn:  Acres,  38i;  term  No.  Kil  yield  1,467;  year  1010-91.] 


Items. 

• 

Total. 

Percent. 

Per  acre. 

Per 
bushel. 

EXPENDrrURSS. 

Man  labor  866.15  days 

$187.16 

364.93 

83.30 

16.4a 

10.00 

281.01 

3ea39 

16.25 

4.00 

.00 

8.06 

35.96 

.05 

.97 

14 
26 
6 

1 

1 

21 

26 

1 

$5.99 

laso 

X40 
.49 
.30 

8.39 
10.76 
.40 
.12 
.02 
.24 

1.07 

$0.13 

Horses  I  fi23JdO  6av^ 

.25 

Moipnifnt  1.623.^  days. 

.06 

Interest 

.01 

Bafldfao 

idi 

R«nt...t:........::......::;::::;:::;;::: ::;:::: :::::;: 

.19 

Manme 

.24 

Se«d,  5  bushels.... <*. 

.01 

Tneior,  4  boors. 

Ofl. 

In'manre ^      *  ^                                    .4, 

1 
3 

.01 

H«s.sod 

.02 

w*%iifne 

KaSen^....... ...:..  .:::..:.:;:::;:::;:::::;::::;;:::;::. 

.08 

TotaL 

1,369.20 

100 

40.88 

.S3 

BBTBHUS. 

Com-stalk  pasture. 

17.00 

20.00 

1,004.25 

4Uiasgrera  com..... 

1,«4  N<thH5  hn«k#irf  nfwn 

Total 

1,041.25 
1,300.20 

Cost 

Loss 

327.95 

The  Chairman.  May  I  ask  if  ^ou  have  any  statements  there  which 
take  the  other  end  of  the  proposition^nd  undertake  to  show  what  the 
return  to  the  fanner  was  on  the  operation  of  his  plant. as  a  plant, 
$s  distinguished  from  an  attempt  to  get  at  the  cost  per  bushel  ? 

Mr.  Ptojk.  Yes,  sir;  I  have  some  reports  on  that,  taking  it  as  a 
fann,  which  I  will  submit  a  Uttle  later.  I  am  confining  it  now 
strictly  to  com.     I  will  lead  up  to  that. 

Here  is  the  statement  of  Mr.  C.  A.  Himt,  of  Morris,  lU.,  for  the 
crop  of  1920.     This  covers  40  acres,  at  a  total  cost  of 

The  Chairman  (interposing).  May  I  say,  Afr.  Funk,  that  I  think 
those  figures  are  alreaay  in  the  record.  They  were  submitted  by 
Mr.  Silver  in  connection  with  his  statement. 

Mr.  Funk.  All  right,  sir.     I  shall  not  read  that. 

Here  is  one  from  Mr.  Fred  R.  Taylor,  of  Rossville.  I  am  only 
going  to  give  you  one  of  his,  for  1919,  although  he  has  given  me  the 
records  from  1913. 

The  Chairman.  We  would  be  very  glad  to  have  them  all,  if  thev 

f>  back  as  far  as  1913.     You  might  just  insert  them  in  the  record, 
assume  they  are  self-explanatory  ? 
Mr.  Funk.  Yes,  sir;  they  are. 
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(The  statements  referred  to  are  here  printed  in  full,  as  follows:) 
Cost  account  of  40  acres  corriy  1920 y  by  C.  A.  Hunt,  Morris,  III. 


Operation. 


Plowing 

Disking,  twice 

Harrowing  (3) 

Planting 

Rolling : 

Cultivation  (3) : 

Weeding  and  mowing 

Manure  nauling 

Hustdng 

Seed,  6  Bushcds.  at  S3  per  bushed 

Shelling,  including  coal  or  gas,  at  2}  cents  per  bushel . 
Hauling  to  market . 


Interest  on  land  and  equipment,  at  0  per  cent,  land 
valued  at  S250  per  acre,  equipment  at  $1,500,  for  a 
period  of  four  months 

Tax 


Total  cost 

Cost  per  bushel,  I0.60. 

Cost  per  acre.  SZ7.29. 
Yield  at  45  bushels  per  acre,  1,800  bushels,  at  50  cents  per 

bushel 

Value  of  fodder,  at  ^  per  acre 


Loss. 


Man  labor,  per  hour. . . 
Horse  labor,  per  hour. 


Man- 
hours. 


130 
50 
25 
22 
20 

140 
30 
40 

102 


50 


HOfM- 

hours. 


520 
200 
100 
44 
60 


120 


100 


Hones. 


Amoont. 


I»i50 
S2.5Q 
DS.S 
9.W 
ILOO 
63.00 

7.sa 

22.00 
4R.0e 
18.00 
4a  50 
2150 


68a  00 
86.00 

1,001.65 


looaoo 

WlOO 


9W.QI 
11L6S 


Cost  of  growing  10  acres  cam,  1919;  account  kept  hy  Fred  i?.  Taylor,  RockvUle,  III. 
[FoUo,  field  D.   Total  yield,  535  per  acre,  52.5  busheb.] 


Total  cost. 

Per 

acre. 

■: 

Operation. 

Man- 
hours. 

Value. 

Horse- 
hours. 

Vahie. 

Man- 
hours. 

Value. 

Horse- 
hours. 

Value. 

DIsklnestalks 

29 
25 

? 

6 
19 

$10.88 
9.38 
2.81 
8.00 
2.25 
7.13 
8.81 
6.75 

116 
125 
80 
16 
24 
.38 
47 
36 
106 

126.68 
28.75 

6.90 
33.68 

5.52 

8.74 
10.81 

8.28 
24.15 

2.9 

2.5 

.75 

.8 

.6 

1.9 

2.35 

1.8 

5.25 

11.09 
.94 
.28 
.30 
.23 
.71 
.88 
.68 

11.6 

12.5 

3.0 

1.6 

i:l 

4.7 
3.6 

las 

Hffr 

Plowing 

X» 

Disking r . .       T 

:S 

Planting-. '..... 

Harrowing .     .......r.^.^...T-r^.-....r 

.51 

First  cultivation 

.tf 

Second  cultivation 

LOI 

Tblrd  n^iltivation , ^  -  r ,  -  - 

.81 

Hnaklnff 

Itf 

1921 

52.51 

553 

127.19 
52.51 
34.13 
7.00 
3.00 

19.25 

5.26 

.    55.8 

11« 
5.9 

rUksh  TkftlH  fnr  hnalrinir   . 

1 

8.41 

Board  of  oom  husker.  7  davs 



.n 

Board  (rf  oom  huslrars  horse 

.m 



" 

Total  cost  of  labor 

228.83 
7.50 
8.70 

23L« 

U  bushels  seed  oom,  at  16 



.71 

Marfiiif  4^  diarge 

.87 

Total  cost  of  10  acres 

24a  08 

K0» 

Cost  of  crowlnf  1  bushel  of  com 

,m 

Returns  to  renter,  262.5  bushels  com, 
atSl 

........ 

262.50 
22.47 

262.50 

36.25 

Profit  per  acre 

IS 

Returns  to  land  owner,  262.5  bushels 

2125 
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Mr.  Funk.  Referring  to  the  question  y;ou  asked  me  a  little  while 
aj?o,  I  have  here  a  number  of  sworn  affidavits,  one  of  which  I  will  read. 
Ine  others  are  similar.    [Reading:] 

To  uiftom  it  may  concern: 

I  wi^  to  hereby  state  that  I  am  the  owner  of  a  farm  of  240  acres  in  Owego  Township, 
liviogston  Coimty,  111.,  which  is  operated  bv  a  tenant  on  the  share-rent  basis.  1 
receive  as  my  portion  of  the  crops  one-half  of  tne  com,  one-half  of  the  oats,  and  $8  per 
acre  for  the  pasture  land.  During  the  season  1921  th^re  were  crown  on  this  farm  100 
acres  of  com,  90  acres  of  oats,  and  50  acres  of  hay  and  pasture  land.  The  acre  yields 
▼ere  as  fellows:  Com  (estimated),  35  bushels  per  acre;  oats  (actual),  34  bushels  per 
sere. 

I  estimate  the  value  of  my  land  at  $325  per  acre.  The  average  assessed  value  of  land 
in  my  township  in  1920  was  $44  per  acre.  The  tax  on  this  luid  for  1920  was  $1.6658 
per  acre.  Considering  this  investment  on  the  basis  of  my  estimate  of  value  at  6  per 
cent  per  annum,  my  share  of  the  crops,  on  the  basis  of  present  market  prices  at  my 
local  elevator — com,  43  cents  per  bushel;  oat«,  24  cents  per  bushel — netted  me  a  loss 
of  114.83  per  acre. 

J.  6.  Hardino. 

Subscribed  and  sworn  to  before  me  this  8th  day  of  August,  1921. 

DoBRis  Wolff,  Notary  Public. 

There  are  a  number  of  those. 

The  Chairman.  Very  well,  you  may  insert  them  in  the  record. 

(The  statements  referred  to  are  here  printed  in  full,  as  follows:) 
To  vAom  it  may  concern: 

I  wish  to  hereby  state  that  I  am  a  burner  operating  a  farm  of  240  acres  in  Eppords 
Pouit  Township,  Livingston  Coimty,  111.  On  this  turn  I  grew  120  acres  of  com^  100 
acres  of  oats,  and  20  aci^  of  hay  and  pasture  during  the  season  of  1921.  My  acre  yields 
-tee  as  follows:  Com  (estimated),  50  bushels  per  acre;  oats  (actual),  20  bushels  per 
^cre. 

t  The  cost  of  producing  these  crops  has  been:  Cora,  $10.97  per  acre,  22  cents  per 
iHMhel;  oats,  $8.40  per  acre,  42  cents  per  bushel. 

ThB  production  cost  does  not  include  interest  on  my  investment  in  land  and  im- 
jtovementB.  I  estimate  the  value  of  my  farm  at  $300  per  acre.  The  tax  on  this  land 
ior  1920  was  $2  per  acre.  Considering  this  investment  on  the  basis  of  my  estimate, 
|4t6  per  cent  per  annum,  the  crop  will  net  me  a  loss  of  $17.33  per  acre. 

W.  S.  Holmes. 

Subscribed  and  sworn  to  before  me  this  9th  day  of  August,  1921. 

Louis  Wolff,  Notary  Public. 

To  idbm  it  may  concern: 

I  widi  to  hereby  state  that  I  am  the  owner  of  a  farm  of  320  acres  in  Saunemin  Town- 
ibip,  Livingston  County,  111.,  which  is  operated  by  a  tenant  on  the  share-rent  basis. 
1  receive  as  my  portion  df  the  crops  one-half  of  the  com,  two-fif^  of  the  oats,  one-half 
of  the  wheat,  $5  fcnr  the  hay,  and  $7  per  acre  for  the  pasture.  During  the  season  1921 
^tte^e  were  mwn  on  this  mnn  120  acres  of  com,  80  acres  of  oats,  40  acres  of  wheat,  and 
^  acres  of  nay  and  pasture.  The  acre  yields  were  as  follows:  Com  (estimated),  25 
vUBheb  per  acre;  oats  (actual),  36  bushels  per  acre;  wheat  (actual),  21.5  bushels  per 
icre. 

I  estimate  the  value  of  mV  land  at  $300  per  acre.  The  tax  on  this  land  for  1920  was 
92  per  acre.  Considering  this  investment  on  the  basis  of  my  estimate  of  value  at  6 
per  cent  per  annum-,  my  share  of  the  crop,  on  the  basis  of  present  market  nrices  at 
^y  local  elevator — com.  43  cents  per  bushel;  oats,  26  cents  per  bushel;  and  wheat, 
1107  per  bushel — netted  me  a  loss  of  $13.52  per  acre. 

H.  J.  Meis,  Pontiac,  III, 

Sobflcribed  and  sworn  to  before  me  this  9th  day  of  August,  1921. 

C.  R.  ToMBAUOH,  Notary  Public. 
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To  whqm  it  may  concern:  * 

I  wish  to  hereby  state  that  I  am  the  owner  of  a  farm  of  120  acres  in  Esmen  Township. 
Livingston  County,  111.,  which  is  operated  by  a  tenant  on  the  share-rent  basis.  I 
receive  as  my  portion  of  the  crops  one-half  of  the  com,  one-half  of  the  oats,  and  16  per 
acre  for  the  pasture  huid.  During  the  season  1921  there  were  grown  on  this  farm  54 
acres  of  com,  62  acres  of  oats,  and  4  acres  of  hay  and  pasture.  The  acre  yields  were  is 
follows:  Com  (estimated),  40  bushels  per  acre;  oats  (actual),  30  bushels  per  acre. 

I  estimate  the  value  of  my  land  at  |300  per  acre.  The  tax  on  this  land  for  1920  was 
$1.40  per  acre.  Considering  this  investment  on  the  basis  of  my  estimate  of  value  at  6 
per  cent  per  annum,  my  shture  of  the  crop,  on  the  basis  of  present  market  prices  at  my 
local  elevator— com,  45  cents  per  bushel;  oats,  26  cents  per  bushel — netted  me  a  loss 
of  $13.14  per  acre. 

M.  Whalen. 
Subscribed  and  swom  to  before  me  this  9th  day  of  August,  1921. 

D.  E.  Mybrs,  NoUtry  PMit. 


To  whom  it  may  concern: 

I  wish  to  hereby  state  that  I  am  the  owner  of  a  farm  of  156  acres  in  Eppards  Point 
Township,  Livingston  County,  111.,  which  is  operated  by  a  tenant  on  the  share-rent 
basis.  1  receive  as  my  portion  of  the  crops  one-half  of  me  com,  and  $7  per  acre  for 
the  pasture  land.  During  the  season  1921  there  were  grown  on  this  fetrm  82  acra 
of  corn,  60  acres  of  oats,  and  13  acres  of  hay  and  pasture.  The  acre-yields  were  as 
follows:  Corn  (estimated),  35  bushels  per  acre;  oats  (actual),  30  bushels  per  acre. 

I  estimate  the  value  of  my  land  at  1300  per  acre.  The  tax  on  this  land  for  192D 
was  $1.14  per  acre.  Considering  this  investment  on  the  basis  of  my  estimate  of  value 
at  6  per  cent  per  annum,  my  share  of  the  crop,  on  the  basis  of  present  market  pricei 
at  my  local  elevator — com,  43  cents  per  bushel;  oats,  26  cents  per  bushel — ^netted  me 
a  loss  of  $13.06  per  acre. 

Wm.  Shafir. 

Subscribed  and  swom  to  before  me  this  8th  day  of  August,  1921. 

E.  G.  Smilar,  Notary  Public 

To  whom  it  may  concern: 

I  wish  to  hereby  state  that  I  am  the  owner  of  a  farm  of  160  acres  in  Owego  Town- 
ship, Livingston  County,  III.,  which  is  operated  by  a  tenant  on  the  share-rent  basis 
I  receive  as  my  portion  of  the  croM  one-half  of  tne  com,  one-half  of  the  oats,  and 
$6  per  acre  for  the  pasture  land.  During  the  season  1921  there  were  grown  on  this 
farm  75  acres  of  corn,  55  acres  of  oats,  and  30  acres  of  hay  and  pasture.  The  acre 
yields  were  as  follows:  Com  (estimated),  40  bushels  per  acre;  oats  (actual),  39  bushels 
per  acre. 

I  estimate  the  value  of  my  land  at  $200  per  acre.  The  average  assessed  value  of 
land  in  my  township  in  1920  was  $45.33  per  acre.  The  tax  on  this  land  for  1920  was 
$1.75  per  acre.  Considering  this  investment  on  the  basLs  of  my  estimate  of  value  at 
6  per  cent  per  annum,  my  share  of  the  crop,  on  the  basLs  of  present  market  prices 
at  my  local  elevator — com,  41  cents  per  bushel;  oata,  26  cents  per  bushel — netted 
me  a  loss  of  $6.51  per  acre. 

George  Reitz. 

Subscribed  and  swom  to  before  me  this  9th  day  of  August,  1921. 

John  Dutp,  Notary  PttbHc. 

To  whom  it  may  concern: 

I  wish  to  hereby  state  that  I  am  the  owner  of  a  farm  of  200  acres  in  Owego  Towp- 
ship,  Livingston  County,  III.,  which  is  operated  by  a  tenant  on  the  share-rent  basis. 
I  receive  as  my  jportion  of  the  crops  one-naif  of  the  com  and  $5  per  acre  for  the  pas- 
ture land.  During  the  season  1921  there  were  grown  on  this  farm  106  acres  of  com, 
66  acres  of  oats,  and  28  aeres  of  hay  and  pasture.  The  acre  yields  were  as  follows: 
Com  (estimated.),  35  bushels  per  acre;  oata  (actual).  35  bushels  per  acre. 

I  estimate  the  value  of  my  land  at  $250  per  acre.  Hie  tax  on  this  land  for  1920 
waa  $1,279  per  acre.  Considering  this  investment  on  the  basis  of  my  estimate  of 
value  at  6  per  cent  per  annum,  my  share  of  the  crop,  on  the  basis  of  present  market 
prices  at  my  local  elevator — com,  43  cents  per  bushel ;  oats,  26  cents  per  bushel—  Jtted 
me  a  loss  of  $11.16  per  acre. 

Robert  Hughes. 

Subscribed  and  swom  to  before  me  this day  of  August,  1921. 

C.  A.  RoLUN,  Notary  Public 
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To  whom  it  may  concern: 

1  wish  to  hereby  state  that  J  am  the  owner  of  a  farm  of  200  acres  in  Rooks  Creek 
Township,  Livingston  County,  111.,  which  is  operated  by  a  tenant  on  the  share-rent 
basis.  1  receive  as  my  portion  of  the  crops  one-half  of  the  com,  two-fifths  of  the  oats, 
and  16  per  acre  for  the  pasture  land.  During  the  season  1921  there  were  grown  on  this 
farm  78  acres  of  com,  90  acres  of  oats,  and  32  acres  of  hay  and  pasture.  The  acre- 
>ield8  were  as  follows:  Com  (estimated),  40  bushels  per  acre;  oats  (actiual),  25  bushels 
per  acre. 

I  estimate  the  value  of  my  land  at  $250  per  acre.  The  tax  on  this  land  for  1920  was 
11.75  per  acre.  Considering  this  investment  on  the  basis  of  my  estimate  of  value  at 
6  per  cent  per  annum,  my  share  of  the  crops,  on  the  basis  of  present  market  prices  at 
my  local  elevator — corn,  45  cents  per  bushel;  oats,  26  cents  per  bushel — netted  me  a 
lose  of  $11.11  per  acre.  * 

Chas.  Fienhold,  PontiaCy  III. 

Subscribed  and  swom  to  before  me  this  9th  day  of  August,  1921. 

J.  W.  Lyon,  Notary  Public. 


To  wham  it  may  concern: 

I  wish  to  hereby  state  that  I  am  the  owner  of  a  farm  of  320  acres  in  Owego  Township, 
Livingston  County,  111.,  which  is  operated  by  a  tenant  on  the  share-rent  basis.  I 
receive  as  my  portion  of  the  crops  one-half  of  the  com,  one-half  of  the  oats,  one-half 
of  the  wheat,  one-half  of  the  hay,  and  50  cents  per  acre  for  the  pasture  land.  During 
the  season  1921  there  were  grown  on  this  form  120  acres  of  com,  80  acres  of  oats,  45  acres 
of  wheat,  and  75  acres  of  hay  and  pasture.  The  acre  yields  were  as  follows:  Com 
(estimated),  35  bushels  per  acre;  oats  (actual)  40  bushels  per  acre;  wheat  (actual), 
20  bushels  per  acre. 

1  estimate  the  value  of  my  land  at  $250  per  acre.  The  tax  on  this  land  for  1920 
was  $2  per  acre.  Considering  this  investment  on  the  basis  of  my  estimate  of  value 
at  6  per  cent  per  annum,  my  share  of  the  crops,  on  the  basis  of  present  market  prices 
at  my  local  elevator — com,  43  cents  per  bushel;  oats,  27  cents  per  bushel;  and  wheat, 
11.05  per  bushel — ^netted  me  a  loss  of  $11.36  per  acre. 

J.  T.  MoNTUNASE,  PontiaCy  III, 

Subscribed  and  sworn  to  before  me  this  9th  day  of  August,  1921. 

•  J.  R.  ToMBAUGH,  Notary  Public. 

To  whom  it  may  concern: 

I  wish  to  hereby  state  that  I  am  the  owner  of  a  farm  of  160  acres  in  Pontaic  Town- 
^p,  Livingston  County,  111.,  which  is  operated  by  a  tenant  on  Hie  share-rent  basis. 
I  receive  as  my  portion  of  the  crops  one-half  of  the  corn,  $5  for  the  hay,  and  $4  for 
the  pasture  per  acre.  During  the  season  1921  there  were  grown  on  this  farm  75  acres 
of  com,  59  acres  of  oats,  and  26  acres  of  hay  and  pasture.  The  acre-yields  were  as 
foUows:  Com  (estimated),  35  bushels  per  acre;  oats  (actual),  40  bushels  per  acre. 

I  estimate  the  value  of  my  land  at  $325  per  acre.  The  averajje  assessed  value  of 
land  in  my  township  in  1920  was  $46.25  per  acre.  The  tax  on  this  land  for  1920  was 
12.07  per  acre.  Considerino^  this  investment  on  the  basis  of  my  estimate  of  value  at 
6  per  cent  per  annum,  my  snare  of  the  crops,  on  the  basis  of  present  market  prices  at 
mv  local  elevator— corn,  43  cents  per  bushel;  oats,  26  cents  per  bushel — netted  me 
a  loss  of  $15.33  per  acre. 

John  Young. 

Subscribed  and  sworn  to  before  me  this  8th  day  of  August,  1921. 

John  S.  Marshall,  Notary  Public. 

Mr.  Funk.  I  have  another  set  of  detailed  accounts  for  raising  com 
on  seven  fields  on  two  farms  in  Lee  County,  111.,  on  which  cost  records 
were  kept  for  the  year  1920.  I  do  not  suppose  you  care  to  have  me 
read  them. 

The  Chairman.  You  may  submit  them  for  the  record. 
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(The  statement  referred  to  is  here  printed  in  full,  as  follows:) 

DetaxUd  oozt  of  raiting  com  an  $even  fields  on  ttoo  farms  in  Lee  County,  J7I.,  on  whiA 
cost  records  were  kept  for  the  year  1920, 

Field  No.  3L;  35  acree;  yield,  1,620  bushels: 

5  bushels  seed $20.60 

236  hours  man  labor 79.36 

551  hours  horse 167.80 

12  hours  tractor 1^42 

Husking  labor 109.08 

Taxes 44.10 

Machinery  expense •. 36. 64 

Interest  on  investment  in  land 420.00 

Total  cost 

Cost  per  acre 

Cost  per  bushel 

Field  No.  5L;  7  acres;  yield,  300  bushels: 

59  houis  man  labor $18.26 

159  hours  home  labor 48. 42 

IJ  biishels  seed 5. 00 

Husking  labor 20.20 

Rent 84.00 

Machinery  expense 8.37 

Total  cost 

Cost  per  acre 

Cost  per  bushel 

Field  No.  6L;  33  acres;  yield  915  bushels: 

190  hours  man  labor $58.82 

504  hours  horse  labor 153. 49 

15  hours  tractor  labor 16. 77 

4.3  bushels  seed 17.20 

Husking  labor 61.61 

Rent 396.00 

Machinery  expenses 31.41 

Total  cost 

Cost  per  acre 

Cost  per  bushel 

Field  No.  7L;  7  acres;  yield,  350  bushels:  ~ 

79  hours  man  labor $24.46 

161  hours  horse  labor 49.02 

7  hours  tractor  labor 7. 83 

1  bushel  seed 4.00 

Taxes 8. 82 

Machinery  expenses 7. 33 

Interest  on  investment 84.00 

Total  cost 186.46 

Cost  per  acre 26.49 

Cost  per  bushel ^53 

Hogged  off;  no  expense  for  husking. 

Field  No.  8L;  20  acres;  yield,  400  bushels: 

Manure $45.00 

199  hours  man  labor 61.62 

450  hours  horse  labor 139 . 8 1 

33  hours  tractor  labor 36.89 

3  bushels  seed 12.00 

Taxea 25.20 

Machinery  expenses 20. 92 

Interest  on  investment 240. 00 

Total  cost 581.44 

Cost  per  acre 29.07 

Cost  per  bushel 1.45 

Hogged  off;  no  expense  for  husking. 
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Field  No.  IB;  15  acres;  yield,  600  bushel: 

Fall  plowing $30.00 

239  hours  man  labor 84. 25 

590  hours  horse  labor 92. 66 

2  bushel  seed 9. 00 

Machinery  expenses 28. 53 

Taxes 44.70 

Interest  on  investment 187. 50 

Total  cost 476.64 

Cost  per  acre 3L77 

Cost  per  bushel .  79^ 

Field  No.  2B;  7)  acres;  yield  375  bushels: 

282  hours  man  labor $99. 44 

460  hours  home  labor 72. 25 

1  bushel  seed 4.50 

Twine 4.00 

Machinery  expense 22.11 

Taxes 22.35 

Interest  on  investment 93. 75 

Total  cost 318.40 

Cost  per  acre 42.45 

Cost  per  bushel .85 

Total  acres  in  all  fields 124  J 

Total  yield  (bushels) 4,560 

Total  cost $3,371.89 

Average  cost  per  acre $27. 08 

Aveiage  cost  per  bushel $0. 73^^^ 

Co9t  of  growing  cam, 
FIELD  A,  20  ACRES,  1913. 


Date. 

Total  yldd. 

Per  acre. 

Opflratloii. 

Mao 
hours. 

Value. 

Hone 
hours. 

Value. 

Man 
hours. 

Value. 

Horse 
hours. 

Value. 

Rcmovliic  stalks 

Apr.  28 

May  2-8 

May  14 

May  14-16... 

MAv24-2a.. 

17} 
44 
8 
11 
11 
35 
25 
33 

S3. 20 
a06 
1.53 
2.12 
2.06 
e.40 
4.55 
e.70 

52.86 

4^ 
IST 
34 

28.50 
34.50 
71 

5a  50 
67 

14.83 
15.70 
8.40 
2.35 
3.46 
7.10 
5.05 
6.70 

Kwta^.T:":::;:: 

Harroirliig 

piMttii^.:::::;:::::: 

H^frowinr  w)rn 

yhsteohivation I  Jane  4^ 

SttOQd  elUtlvatlon ?  June  14 

'I'l'M  cultivatlaii !  June  27-28 . . 

CaWngeoni '  S^t  »-15...!     ISl 

ToUI 

3301 

87.50 

485.75 

4&50 
87.60 



Total  labor  ooot . 

136.00 
1.03 

6.88 

laoo 

16a  00 

Tjto^lO  pounds,  at 
M.  1|  bosbeb.  at 

"I 

M^^eort 

1 

• 

Und  rantal.  20  acres. 

1 

•ttt.   '"'^■*^' 

Totaleost  ..  . 

314.00 

1 
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Cost  of  growing  com — Continued. 


.,    O.OA    J 

■kVfXVElO, 

Date. 

Total  yield. 

Per  acre. 

Operation. 

Man 
hours. 

Vidue. 

Horse 
hours. 

Value. 

Man 
hours. 

Value. 

Horse 
hours. 

Value. 

Plowing. »  ..^  ...a 

Apr.30-May 

May  2-13.... 

May  13 

May26-June 

June  1 

June  5 

June  16 

Sept.  11-16.. 
Nov.11-12... 

16J 
6^ 

19 
31 

$3.03 

1.04 
1.06 
1.14 

1.60 
2.10 
1.50 
3.80 
8.68 

571 

23 
12 

$5.78 

2,30 
1.20 

2.65 

.91 
.95 
1.05 

1.26 

1.66 

1.19 

3 

4.91 

$a48 

.16 
.17 
.18 

.25 
.33 
.24 
.60 
1.37 

fiLl5 

3.64 
1.90 

.11 

Harrowing 

Planting." 

Planting  pumpkins. . . . 

First  cuJtivation 

Second  cultivation 

Third  cultivation 

T>lcWnEW*ed 

16 
21 
15 
8 
62 

1.60 
2.10 
1.50 
.80 
6.20 

2.53 
3.32 
2.37 
L26 
9.82 

.13 

TfiHlHnp  . , 

.» 

O                      aa                    »i-- 

Total 

111 

23.  »7 

2141 

/  2L48 
\  23.97 

}  17.56 

3.78 

33.99 

Total  labor  cost. 

45.45 
5a  48 
2.40 

2.55 

7.8 

Land  rentals,  at  $8. . . . 

KM 

Seed,  48  pounds,  at 

.1 

$2.80.      ^^    ' 
Machinery  cost 

.1 

Totalcost 

10a88 
108.00 
21.45 

l&l 

Sununary: 

180  bushels  com,  at 

17.1 

10^. 
1,430  ears  seed  com. 

14 

at  $1.50. 

Returns 

129.45 
100.88 

tt.i 

Cost 

1U 



Gain 

28.57 

4.1 

:;■ 

FIELD  A,  20.74  ACRES,  1914. 


Plowing 

Apr.  25^... 

May  4-5 

May  6-6 

May  13 

May  27-28... 

June  2-3 

June  12-15... 
June^l9-20. . 
Sept.  11-12.  . 
Oct.20-Nov.5 

561 

13 
13 

6 
43 
3^ 
28 
24 

9 
112 

$10.23 
2.43 
2.48 
1.13 
7.83 
7.05 
5.70 
4.95 
1.80 

26.92 

87 
221 

$19.87 
4.70 
2.75 
2.60 
8.70 
7.05 
5.70 
4.95 
.80 

22.10 

2.73 

.65 

.66 

.30 

2.09 

1.60 

L37 

L19 

.43 

5.40 

.11 

.06 
.38 
.34 
.28 
.24 
.06 
1.29 

gi53 
2.26 
1.82 
L20 
4.18 
3.38 
2.75 
2.39 
.34 

ia65 

t& 

HWTOwing  .  .- 

Planting.r. 

Harrowing  corn 

First  culthratlon 

Second  cultivation 

Third  cultivation 

Fourth  cultivation 

Picking  seed 

i 

.1 
.1 

Husking 

1.1 

Total 

343i 

70.62 

790i 

79.03 

16.51 

3.37 

38.01 

IS 

7a  52 

i* 

Total  labor  cost . 

149.55 

165.92 

8.80 

9.82 

7.» 

Land  rental  at  $8 

it.1 

Seeds,    3    bushels,    8 

A 

pounds,  at  «2.80.' 

.« 

Totalcost     ..  - 

334.39 

387.60 

7.50 

tf.« 

Sununary: 

646  bushels  com  at 

. 

IKt 

'    $0.60. 
500  ears  seed,  at 

$1.50. 

— ^ 

Total  returns 

...1 

402.85 
334.09 

i 

!tl 

Total  cost 

' 

Gain 

68.76 

1 

3.31 

1 



1 
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Cost  of  growing  com — Continued. 

FIELD  A,  18.74  ACRES,  1915. 

[Total  3rield|  1,016  bushels;  per  acre  yield,  54.21  bushels.] 


Date. 

Total  yield. 

Per  acre. 

OptnUoQ, 

Man 
hours. 

Value. 

Horse 
hours. 

Value. 

Man 
hours. 

Value. 

Horse 
hours. 

Value. 

Pkwring 

m 

15 
101 

147 

$10.65 
3.85 
3.00 
2.15 
6.70 
6.60 
4.50 
4.20 

36.76 

185} 

68 
60 
41§ 
57 
66 
45 
42 
309 

$15.58 
6.80 
6.00 
2.15 
6.70 
6.60 
4.50 
4.20 
30.90 

2.84 
1.03 
.80 
.67 
1.57 
1.76 
1.20 
1.12 
7.84 

$a57 
.20 
.16 
.11 
.31 
.35 
.24 
.22 
1.96 

9.91 
3.63 
8.70 
1.14 
3.14 
3.52 
2.41 
2.25 
11.20 

$a99 

Harrowing 

.36 

DisJang 

.82 

Plmttoe 

.11 

Km  cmtivatton 



.31 

Second  cultiTation 

.35 

Third  coJtivatioiL 

.24 

Fourth  ealtivation 

.23 

HaskiDf... 

1.12 

Total 

350i 

77.41 

8541 

85.43 
77.41 

18.73 

3.82 

4a  40 

4.03 

3.82 

Total  labor,  cost. 

162.84 
7.80 

0.67 
149.92 

7.85 

Sffd,  2  bushels,    44 

.41 

poQn(?8,atl0.5. 
Michinery  cost 

.51 

Rent 

8.00 

Total 

. 

16.77 

Cost  per  bushel 

.30 

1 

1 

FIELD  D,  27.6  A 

lCRES, 

1916. 

Diskiuf 

;            1 

$5.90 
14.30 
4.35 
3.00 
9.60 
8.40 
7.80 
8.50 
1.70 
29.50 

! 1 

$11.80 
20.60 

PkwiM 

1 

i              ' 

1 

:::::;::i::::::::  :::::::: 

7.45 

ITaBtingT.      . 

1 

3.60 

rkscmtlvatlon 

1 

::.:::! ::::::.:::::.: 

9.50 

Swflnd  culttvation 

1 i 

8.40 

Thfrd  cultivation 

7.80 

Fourth  cultivation 

1       I 

8.50 

1 1 

2.55 

Hwkm^f.!!^;;*/*:: 

1 

t 

17.20 

Total..... 

1 

93.55 

103.40 

Total  labor  cost.. 

98.55 

Paid  cash  for  husking.  . 

10.00 

Michlneryuse...^.. 

24.60 

ibashel$seed,at$4... 

16.00 



Total 

247.56 

C«t  to  renter  for  each 
•ere  he  receives 



17.94 

Cost  per  bushel    on 
y»kf  of  1,060  bushels 

' 

1 

.46 



FIELD  A,  20.74  . 

/ICRE8, 

1917. 

Hoiring 

$10.90 
3.20 
2.00 
2.70 
L80 
6.05 
5.60 
5.80 

$19.90 

Dfekittg. ::::::. :::: ::: 

6.40 

HsTowinji^ , .  ^              * 

6.20 

ptoSr....;:::::::: 

^ 

2.70 

^nowmg. 

3.60 

fiw  cultivation 

6.06 

8«Mnd  cultivation 

5.60 

Third  cultlvatian...    . 

5.80 

HoddttE...         

22.40 

*     

Total..... 

38.65 

77.65 

t*^  cash  lor  huskhi^.. 

38.65 
58.60 

Byd  tor  busker  (9 
oajn) 

9.00 

t 

ToUl  labor  cost.. 

183.90 

«  poonds  seed,  at  6 
«nt8 

7.50 

j^hinery^::*:**:: 

11.00 

_     Totaloost 

202.40 

^P«r  acre  far  rent- 
.o'sihare 

19.51 

^Pff  boshti  to 
wnter 

.36 
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Cost  of  growing  cam — Continued. 

FIELD  E,  37.4  ACRES,  1918. 


Date. 

Total  yield. 

Per  acre. 

Operation. 

Man 
hours. 

Value. 

Horse 
hours. 

Value. 

Man 
hours. 

Value. 

Horse 
hoars. 

VsJuc. 

Plowing,  diskine,  and 
harrowins  som  ft6d . . 

148.56 
4.75 
2.50 
13.75 
12.51 
10.20 
72.46 

$156.61 

Planting 

7.60 

HiEkiTOwmg  com 

8.(H 

First  cultivation 

2106 

Second  coltiyation 

20.  (» 

Third  culttyation 

16.  ai 

Husking 

103.44 

Total 

105.72 

332.96 

Machinery  o^w- .... 

165.73 
33.01 

5|  bushels  seed,  at  18.. 

43.  oq 

Total  cost 

574.  n 

Cost  to  renter  for  each 
acre  of  com  he  gets. . 

30.73 

Cost  per  bushel  to  ren- 
ter  

.55 

Yield  of  2,090  bushels  on  37.4  acres;  1,045  bushels  to  renter.  Oat  stubble  ground. 
Fourth  crop  from  clover. 

Mr.  Funk.  I  also  have  a  number  of  letters  from  gentlemen  relative 
to  the  condition  the  farmers  are  in  in  Illinois,  but  I  am  only  going  to 
read  one  of  those  (reading) : 

1.  What  is  your  name  and  age  and  experience  in  farming? 

My  name  is  Henry  E.  Sdimiedeekamp.  I  am  a  lawyer  by  profession,  a  graduate 
of  the  University  of  Michigan,  residing  at  Quincy,  111.,  of  the  age  of  42  years.  Prior 
to  becoming  a  lawyer  I  was  actively  engaged  in  farming  for  some  16  years  in  Adams 
County,  and  have  since  leaving  the  farm  been  closely  connected  with  farming  as  the 
owner  of  farms  and  engaged  in  the  active  operation  of  the  same  through  a  superin- 
tendent or  manager.  My  father  and  I  are  now  engaged  in  general  farming  about  % 
miles  south  of  Quincy,  owning  146  acres  of  land  of  the  value  of  about  $300  per  acre. 
We  employ  a  superintendent  on  a  salary  of  $57  per  month  and  a  commission  on  net 
profits  of  10  per  cent  additional.  We  are  engaged  in  general  live  stock  and  grain 
farming  and  are  well  equipped  for  that  purpose  with  plenty  of  sheds  and  shelter  for 
cattle  and  live  stock  and  for  our  hay  and  ^rain.  We  purchase  cattle  in  the  fall  and 
feed  our  roughage  to  them  in  the  winter  time,  selling  them  in  the  spring  to  feeders 
who  feed  them  corn  and  fatten  them.  We  also  raise  about  100  hogs  per  year,  raising 
two  crops  of  hogs  each  year  which  we  mature  at  about  200  pounds  and  usually  sell 
on  the  August  and  April  markets.  We  also  raise  sheep  and  sell  the  lambs  on  an  early 
June  market. 

2.  What  is  the  cost  of  your  equipment  and  the  Idnd  of  equipment? 

Owing  to  the  high  price  of  larm  machinery,  we  purchased  our  farm  machinery 
second-hand  at  public  farm  sales,  and  by  using  good  judgment  obtained  a  good  line 
of  all  kinds  of  farm  machinery  at  quite  reasonable  prices,  at  about  50  per  cent  of  the 
new  price.  The  cost  of  our  equipment  in  the  way  of  live  stock  and  farm  implements 
is  about  $5,000. 

3.  What  percentage  of  your  improvements  do  you  consider  necessary  each  year 
to  keep  same  in  repair  and  allow  for  deterioration? 

About  8  per  cent  on  improvements. 

4.  What  percentage  of  cost  of  equipment  is  necessary  for  proper  maintenance  and 
deterioration? 

About  15  per  cent. 

5.  What  are  your  principal  crops? 

Com,  wheat,  oats,  hay,  soy  beans,  all  of  which  is  fed  into  live  stock  except  the 
wheat,  nothinfif  being  sold  off  the  farm  that  can  be  fed  up  into  live  stock. 

6.  What  is  the  total  cost  of  production  per  bushel,  ton,  or  pound? 
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That  varies.  The  cost  of  production  would  be  about  20  per  cent  leas  this  year 
than  last  year,  owing  to  lower  labor  cost  on  farm.  The  fixed  cost,  such  as  interest, 
taxes,  repairs,  etc.,  has  increased  the  past  year  rather  than  diminished.  We  pay  a 
rental  of  |12  per  acre  as  an  organization  to  ourselves  as  the  owners  of  the  land  in  figuring 
cost  of  production.  For  example,  our  wheat  crop  this  year  will  average  about  20 
bushels  per  acre.  The  wheat  is  idready  sold  on  July  market  at  what  will  net  $1  a 
bushel  after  paying  machine  thrashing  charges.  This  will  leave  about  $20  per  acre 
for  the  wheat  land.  The  rental  cost  of  the  land  being  |12  per  acre,  it  will  cost  at 
least  flO  per  acre  to  sow  and  harvest  the  wheat,  so  that  the  wheat  at  $1  per  bushel  haa 
been  raised  at  an  actual  loss.  The  oats  is  now  selling  around  30  cents  per  bushel. 
Our  oats  this  year  will  make  about  30  bushels  per  acre,  which  will  mean  a  considerable 
loss  on  the  oats  land,  as  the  land  will  not  pay  the  rental  value  of  the  land.  Our  only 
opportunity  to  make  any  money  will  be  out  of  the  com,  which  by  feeding  the  same 
into  hogs  will  probably  make  us  some  profit,  but  our  farming  operation  for  this  year 
will  be  conducted  at  a  loss  of  at  least  $1,000. 

The  Chairman.  Mr.  Funk,  do  you  think  it  would  be  safe  for  us  or 
for  a  business  man  to  base  any  conclusion  on  those  figures  ? 

Mr.  Funk.  Yes,  sir;  I  do.  I  am  not  submitting  anything  here 
but  what  I  feel  is  correct.  I  have  thrown  out  a  good  many  that  I 
did  not  think  were  valuable. 

The  Chairman.  I  may  be  in  error  about  it,  but  it  seems  to  me  the 
statements  that  are  made  there  are  of  a  rather  indefinite  character. 
However,  you  may  proceed. 

Mr.  FtTNK.  They  do  not  appear  so  to  me.     [Reading:] 

7.  How  are  your  products  marketed,  direct,  sold  to  local  buyer,  or  through  coopera- 
tive anociation? 

Sold  to  local  buyer. 

8.  How  do  the  prices  obtained  for  products  this  year  compare  with  the  price  you 
received  for  the  same  products  during  the  period  extending  from  1908  to  1913? 

Theprices  of  farm  products  are  about  the  same  as  they  were  at  that  time. 

9.  What  is  the  relative  price  of  yoiur  products  to-day  compared  with  the  necessities 
you  buy  for  the  operation  of  your  farm  as  compared  with  tne  price  of  same  articles 
during  the  period  1908  to  1913? 

The  price  lor  the  things  we  buy  on  the  farm  has  more  than  doubled. 

10.  Are  you  able  to  get  sufficient  credit  to  successfully  conduct  your  business? 
Yes.    Because  of  our  general  standing  in  the  business  world,  we  ourselves  have  no 

trouble  getting  what  credit  we  need.  We  are  personally  interested  in  a  number  of 
banks  as  direcror  or  stockholder,  and  this  of  course  gives  us  an  advantage  over  the 
»vera^  farmer.  In  fact,  our  capital  is  such  that  we  do  not  need  to  borrow.  Our 
experience,  however,  being  actively  engaged  in  the  banking  business  would  indi- 
cate that  the  average  farmer  is  having  considerable  difficulty  obtaining  sufficient 
credit  to  conduct  his  business  and  is  required  to  market  his  product  frequently  at  a 
1088  because  of  inability  to  obtain  credit.  However,  in  this  western  Illinois  country, 
we  do  not  consider  that  the  main  difficulty  is  credit.  It  is  purely  an  economic  diffi- 
culty due  to  the  inability  to  buy  the  supplies  for  the  farm  at  a  price  which  will  enable 
the  krmer  to  farm  at  a  profit.  Also,  because  of  high  freight  rates,  expenses  of  market- 
JQg,  unstable  market,  and  lack  of  a  world  market  for  all  products,  the  American 
Bnn«  is  rapidly  bein^  driven  into  bankruptcy. 

It  is  economically  impossible  for  the  average  farmer  to  exist  or  to  survive  this 
period  of  adjustment  imtil  either  the  price  of  the  things  that  he  buys  comes  down 
or  the  price  of  the  things  he  has  to  sell  goes  up.  The  trade  balance  is  all  against  the 
«nner.  It  is  my  judgment  as  a  lawyer,  banker,  aqd  fanner  that  at  least  20  per  cent 
of  the  farmers  of  the  Middle  West  will  be  bankrupt  at  the  end  of  the  next  two  years 
uulesB  a  better  system  of  marketing  can  obtain,  so  that  the  American  farmer  has  an 
opportunity  to  sell  his  products  at  a  better  advantage  on  the  world  market.  With 
the  Governments  of  England,  France,  Italy,  and  other  European  countries  acting  as 
*  purchaser  for  their  people,  the  little  individual  farmer  has  no  chance  to  compete 
on  the  world  market  without  some  definite  organization  to  sell  his  product  as  one 
oiganization  to  the  buying  organization  of  England,  France,  Italy,  or  Austria. 

11.  Would  you  favor  a  longer  term  of  credit  through  the  Federal  reserve  banks  to 
^ere,  extending  same  untu  the  farmer  can  make  a  turnover  of  the  particular  crop 
financed? 

Yee,  aloDf  conservative  lines.  I  would  be  in  favor  of  the  Federal  banks  extending 
^^ts  to  the  local  coimtry  banker,  so  that  he  in  turn  mi^t  extend  credit  to  hia 
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farmer  customer.  It  is  my  judgment  over  years  of  experience  that  the  local  country 
banker  is  the  Mend  of  the  fiirmer  and  tihat  he  is  doing  all  he  can  to  extend  credit  to 
him;  but  in  order  to  do  this  he  must  be  able  to  rediscount  his  farmers'  notes  to  better 
advantage  to  the  Federal  reserve  banks. 

12.  Under  present  conditions  and  prices  will  you  be  able  to  meet  your  neceaeary 
cost  of  production,  overhead  expenses,  and  taxes? 

No,  not  by  $1,000  on  our  146-acre  farm. 

13.  Do  you  know  what  percentage  of  your  crop  is  necessary  to  pay  the  transportation 
of  your  crop? 

it  takes  about  15  cents  per  bushel  to  pay  the  expense  of  freight  and  marketing  od 
my  wheat.  I  recently  sold  my  wheat  in  Jime  on  a  future  July  market  and  therefore 
know  exactly  what  I  am  talking  about. 

14.  Have  you  been  imable  to  dispose  of  your  crops  at  a  time  when  prices  were 
satisfactory  because  you  could  not  get  necessary  cars  for  transportation? 

Not  on  the  grain  markets,  but  on  live  stock  markets  I  have  lost  as  much  as  $3  per 
hundred  on  hogs  because  of  inability  to  get  cars. 

15.  What  remedy  would  you  suggest  to  alleviate  and  help  the  present  deplorable 
conditions? 

It  is  my  judgment  that  either  through  private  capital  or  through  Governipeiit 
agency,  an  export  trade  corporation  shomd  be  organized  with  representatives  in  th^ 
world  markets  to  sell  the  product  of  the  organised  American  farmer  wherever  it  caa, 
be  sold  in  any  part  of  the  world  to  the  best  advantage.  Just  as  our  manuiactureil 
have  their  representatives  in  various  parts  of  the  world,  so  the  American  fanner,  vinr 
is  the  largest  taxpayer  in  the  nation,  should  be  entitled  to  the  support,  the  counse]« 
and  the  ad\'ice  of  the  National  Government  in  marketing  his  product.  It  ie  tte 
understanding  of  the  writer  that  the  Italian  and  Austrian  Governments  have  then 
representatives  on  the  Chicago  market  who  buy  for  their  governments  direct,  who  ia 
turn  sell  to  the  people  of  their  countrv. 

What  chance  has  the  little  individual  farmer  with  that  kind  of  competition?  Tb« 
principle  of  collective  bargaining  has  been  recognized  with  reference  to  labor  an! 
must  be  recoenized  in  a  larger  way  than  ever  before  with  reference  to  the  farmei; 
The  oiTjanized  farmers  of  the  coimtry  must  have  an  opportunity  to  market  their  prodnc{ 
collectively  as  an  organized  agency  and  sell  it  at  best  advanta^  on  the  world  marketti 
I  would  also  surest  that  gambling  in  grain  and  tlie  products  whioJi  the  farmer  selli 
should  be  prombited  by  law.  A  fanner  may  ever  so  carefully  calculate  geneni 
conditions,  say,  for  instance,  on  the  wheat  market.  He  may  take  the  Govemmed 
estimates  on  acreage  or  {)robable  acreage;  he  may  make  all  of  his  plans  and  calculali<ffll 
on  the  basis  of  what  an  intelligent  business  man  would  consider  fairly  accurate  into 
mation,  and  then  suddenly  the  bears  on  the  board  of  trade  by  manipulation  mav  jul| 
at  the  time  when  the  farmer  is  required  to  market  his  product,  or  when  he  nas  3 
already  on  the  railroads  for  market,  suddenly  drop  the  price  10, 15,  20  cents  per  busbd 
and  wipe  out  his  entire  margin  of  profits  before  his  grain  can  reach  the  markets.  TM 
manufacturers  are  all  thoroughly  organized  in  their  trade  associations  and  hold  up  tfai 
price  of- their  commodities  to  protect  themselves  both  in  their  purchases  and  theif 
sales,  but  the  American  farmer  has  no  organization  to  do  this.  Whether  we  like  it  of 
not,  some  organization  of  this  kind  is  absolutely  necessary  to  protect  the  fanner,  ant 
manipulation  of  grain  markets  must  be  prohibited  by  law.  In  other  words,  tW 
American  farmer  must  have  a  standardized  market,  a  stable  market,  and  the  law  of 
jBupply  and  demand  must  be  permitted  to  control. 

H.  E.  SCHIEDESKAMP. 

That  is  just  one  letter  out  of  a  whole  satchel  full  I  have  at  tiie 
hotel,  but  I  do  not  want  to  bother  you  with  any  more. 

The  Chairman.  If  you  have  other  letters  that  you  think  it  is 
desirable  to  file,  they  can  Ijp  inserted  in  the  record  without  reading. 
If  you  think  that  is  suflBiciently  indicative  of  the  situation j 

Mr.  Funk.  Yes,  sir;  that  is  sufficient  as  far  as  that  point  is  con-! 
cerned. 

Along  the  line  of  what  Mr.  Schiedeskamp  has  discussed  in  his; 
letter  above,  I  received  a  telegram  from  a  oank  where  I  live  this 
moming,  since  I  came  into  the  room.     I*  will  read  that.     I  might ! 
make  the  explanation  that  I  went  into  the  bank  the  other  day  to  I 
get  some  money  to  come  down  here,  and  I  mentioned  to  my  banker 
that  I  was  coming  here.     It  seems  he  thought  the  matter  over  after 
I  left  there,  and  sent  me  this  tel^ram: 
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Bloominqton,  III.,  August  15, 19il. 
Hon.  EnoxNB  D.  Funk, 

Care  Frank  H,  Funk,  M.  C,  Wa$hington,  D.  C. 
We  understand  you  are  in  Waahin^n  to  use  your  influence  with  congressional 
committee  to  relieve  financial  conditions  of  farmers.  Wish  to  advise  you  that  farm 
mortpages  in  Central  States  have  more  than  doubled  in  past  eight  years  over  same 
previoiiB  period.  Large  numbers  of  tenant  burners  and  landowners  with  incum- 
Wnce  are  dicing  financial  ruin.  A  great  many  will  be  compelled  to  quit  farms 
this  fidl.  Banks  are  getting  no  liquidation,  consequently  can  make  few  new  loans. 
Vitally  necessary  that  you  use  your  influence  to  relieve  conditions  at  an  early  date. 

First  Trust  A  Savings  Bank, 
W.  J.  Carter,  Vice  Presides t. 

Here  is  another  one  from  a  gentleman  in  Omaha,  Nebr.,  that  also 
came  just  this  morning: 

Omaha,  Nebr.,  Av^ist  15,  1921, 
E.  D.  Funk, 

Care  Frank  H.  Funk,  Congressman,  Washington,  D,  C. 

What  our  agriculture  needs  is  not  that  the  farmer  has  additional  facilities  for  in- 
creamn^  his  indebtedness  but  that  artificial  handicaps  be  removed  so  tl&t  there  is  a 
poaaibliity  of  profit  in  his  vocation.  There  has  been  none  during  last  25  years  and 
arm  m<»tgage  indebtedness  in  the  beet  States  of  the  com  belt  has  been  greater  each 
succeeding  year  since  1896  and  at  a  constantly  increasing  ratio,  as  neither  State  nor 
Federal  authorities  have  ever  made  a  rational  or  sincere  effort  to  secure  amount  of 
fann  mortgages  at  any  period. 

Mr.  Funk.  Please  note,  Mr.  Chairman,  that  last  sentence.  The 
telegram  continues  as  follows: 

There  is  no  way  to  estimate  total  increase.  However,  as  Nebraska  has  less  ferm 
mortgage  indebtedness  per  acre  and  the  ratio  of  increase  since  1913  has  been  less  than 
that  of  adjoining  States,  it  may  be  taken  as  a  conservative  basis  upon  which  to  make 
«iinate  for  country  at  large.  Official  figures  for  1916  are  not  available,  but  omitting 
tliese,  the  increase  in  Nebraska  farm  mortgage  indebtedness  during  six  years,  1913 
and  1920,  inclusive,  is  approximately  $160,000,000,  or  an  increase  of  over* $1,300  per 
imn  throughout  the  enture  country.  Owing  to  war  restrictions  on  buildings  and 
nieager  net  farm  returns  the  deterioration  of  permanent  improvements  on  farms  of 
the  country  have  been  more  than  enough  to  onset  all  additions  thereto. 

During  last  20  years  the  number  of  people  on  farms  has  constantly  been  decreasing 
ttd  the  percentage  of  returns  among  those  remaining  has  been  increasing.  Present 
labor  and  market  conditions  are  adding  a  tremendous  impetus  to  both  these  tendencies. 
As  according  to  figiu-es  furnished  by  Department  of  Agriculture,  both  as  to  yield  and 
firm  prices,  it  would  require  three  national  wheat  crops  like  that  of  1920  or  the  entire 
erain  raised  in  eight  States  like  Iowa  to  pay  wages  of  railway  employees  for  a  single 
year,  ^y  should  not  farm  abandonment  continue?  Nothing  leas  than  a  reduction 
of  railway  rates  and  railway  wages  equal  to  the  advance  made  in  each  since  armistice 
jili  check  the  growing  depression  in  a^culture.  Fanners  are  justly  demanding  that 
ahw  on  feums  shall  receive  remuneration  equal  to  that  in  other  industries. 

William  Stull. 

A  second  telegram  from  Mr.  Stull,  which  is  as  follows: 

Omaha,  Nebr.,  August  16'  1921. 
E.D.PUNK.  ,      -/  , 

Care  Frank  H,  Funk.M,  C, 

Washington,  D.  C. 
Please  add  to  my  yesterday  telegram  that  it  would  require  an  amount  of  money 
€<liial  to  their  total  mortgage  debt  to  bring  back  and  maintain  vupn  fertility  to 
^^can  bums.  The  farm  is  a  factory  converting  the  elements  into  foodstuffs, 
yhat  is  the  value  of  a  factory  that  after  50  years  active  operation,  declaring  no  divi- 
oends  and  paying  its  operatives  less  than  a  uving  wa§e,  finds  itself  in  such  condition 
that  to  avoid  bankruptcy  it  must  increase  its  bonded  indebtedness? 

William  Stull. 
I  have  jotted  down  here  a  few  items.     I  understand  you  are  asking 
'or  suggestions,  and  I  have  headed  these  items  *' Constructive  criti- 
cisms and  suggestions." 
The  Chairman.  We  will  be  very  glad  to  have  them. 
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Mr.  Funk.  Railroad  rates  are  too  high  in  proportion  to  the  prices 
received  for  grain.*  It  costs  47^  cents  per  100  pounds,  or  28^  cents 
per  bushel,  to  ship  wheat  from  Funk  s  Grove,  HI.,  to  New  York 
City.  It  is  costing  the  fanner  from  $1.05  to  $1.07  per  bushel  to 
produce  the  wheat  at  an  average  of  18  to  20  bushels  to  the  acre,  as  I 
am  able  to  show  by  figures  submitted,  and  he  is  receiving  at  his  station 
from  $1  to  SI.  10  per  oushel  for  his  wheat. 

The  freight  rate  on  com  is  also  47^  cents  per  100  pounds,  or  26.6  i 
cents  per  bushel,  and  we  are  offered  43  cents  for  our  com  at  a  nro-  I 
duction  cost  ranging  from  53  cents,  on  an  average  yield  of  50  busnels  I 
per  acre,  to  $1.45  on  an  average  of  20  bushels  to  the  acre.  | 

Oats  are  the  same  rate  as  com  and  wheat  to  the  seaboard,  47^  cents  ; 

Eer  100  poimds,  or  15.2  i>er  bushel,  and  oats  are  worth  25  cents  per 
ushel,  cost  per  bushel,  21  cents,  or  $8.61  per  acre,  on  a  yield  of  40  ; 
bushels  per  acre. 

These  fieures  are  not  estimates;  they  are  actual  figures  submitted  ; 
to  me  by  Mr.  Harry  Gehring,  Galesburg,  HI.,  on  July  11,  1921. 

The  cost  of  farm  labor  in  1920  in  our  section  was  about  $80  per  | 
month,  including  board.  The  cost  of  farm  labor  to-<iay  in  ourj 
section  is  on  an  average  $70  per  month  and  board.  The  selling  price  | 
of  our  oats  in  1920  was  50  cents  per  bushel,  and  figuring  a  man's  | 
wages  at  $80  per  month  it  took  160  bushels  of  oats  to  pay  one  man's  | 
wages  for  a  month.  This  year,  1921,  we  are  getting  25  cents  for  our  i 
oats,  and  we  are  paying  our  men  $70  per  month,  or  they  are  costing  | 
us  $70  with  board,  and  it  requires  240  Dushels  of  oats,  as  against  160 
last  year,  to  pay  one  man's  wages  for  one  month. 

For  com  m  1920  we  were  receiving  $1.50  a  bushel.  We  were 
paying  $80  per  month  for  men,  and  it  took  54  bushels  of  com  to  pay 
one  man's  wages  for  one  montn.  This  year,  1921,  we  are  getting  43 
cents  for  our  com,  paying  $70,  and  it  takes  163  bushels  of  com  to 
pay  a  man's  wages  lor  one  month. 

In  July,  1920,  1  bushel  of  com  would  buy  5 J  gallons  of  gasoline. 
Now  a  bushel  of  com  buvs  2  J  gallons  of  gasoline. 

Last  year  it  took  6  busnels  of  com  to  buy  a  ton  of  soft  coal.  To-day 
it  requires  16  bushels  of  com  to  buy  a  ton  of  soft  coal  that  is  priced 
at  $1.50  per  ton  lower  than  it  was  last  year. 

Last  year  it  required  2^  bushels  of  com  to  piu^chase  a  48-pound 
sack  of  flour,  at  $2.25.  To-day  it  takes  5^  bushels  of  com  to  buy 
the  same  sized  sack  of  flour  at  $2.65. 

Last  year  in  McLean  County,  111.,  a  farmer  could  get  a  pair  of  good 
shoes  for  10  bushels  of  com.  To-day  he  must  give  20  bushels  of 
corn  for  shoes  of  the  same  quality,  although  shoes  are  lower  in  price 
by  about  $3  per  pair. 

Last  year  a  farmer  could  get  a  pair  of  shoes  for  one  cowhide. 
To-day  it  takes  one  cowhide  to  pay  for  half  soles  and  rubber  heels 
on  his  old  shoes.  To  buy  new  shoes  requires  5  cowhides,  or  23  calf 
hides. 

Last  year  a  farmer  could  buy  a  good  suit  of  clothes  for  50  bushels 
of  com,  $65.  To-day  it  requires  90  bushels  of  com  to  buy  a  suit  of 
like  quality,  at  a  price  of  $45.  Clothes  are  made  of  wool.  Perhaps  a 
better  comparison  would  be  the  pounds  of  wool  necessary  to  buy  this 
suit.  Now,  it  requires  the  price  of  180  pounds  of  wool  to  buy  the 
same  suit  of  clothes,  which  means  the  clip  from  about  20  sheep,  and 
yet,  I  am  told,  a  suit  requires  only  about  3  pounds  of  new  wool. 
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Last  year  the  fanner  bought  100  pounds  of  binder  twine  with  19i 
bushels  of  oats.  To-day  the  price  of  100  pounds  of  twine  equals  the 
price  of  55  bushels  of  oats. 

Last  year  a  set  of  farm  harness  cost  an  equivalent  of  70  bushels 
of  corn,  with  harness  at  $90.  To-day  it  requires  130  bushels  of  com 
to  pay  for  the  harness  at  $65.    The  price  nas  gone  down. 

Last  year  5  bushels  of  com  paid  for  10  pounds  of  good  bacon. 
To-day  it  takes  12  bushels  of  com  for  10  pounds  of  bacon. 

Last  year  a  Fordson  tractor  could  be  bought  for  707  bushels  of 
com.  To-day  it  requires  1,840  bushels  of  com  to  get  one,  and  yet 
the  tractor  has  been  reduced  $260  below  what  it  was  last  year. 

Last  year  500  bushels  of  oats  paid  for  a  binder;  to-day  it  takes 
800  busnels  of  oats.  The  price  for  the  binder  in  1920  was  $250, 
and  in  1921  it  is  $200. 

Last  year  a  Ford  auto  cost  the  fanner  560  bushels  of  com,  and 
they  were  selling  Ford  autos  in  our  territory  at  $728.46.  To-day 
he  must  give  1,129  bushels  of  com  for  a  Ford,  and  the  price  has 
been  reduced  to  $564.85. 

Last  year  a  Buick  car  cost  720  bushels  of  wheat.  To-day  it  will 
require  1,434  bushels  of  wheat.  The  Buick  last  year  was  $1,800, 
and  this  year  $1,650. 

Last  year  it  took  20  bushels  of  com  to  buy  100  pounds  of  sugar. 
To-day  you  can  get  100  pounds  of  sugar  for  12^  bushels. 

I  would  like  to  take  this  opportunity  to  make  a  few  remarks 
relative  to  the  Department  of  Agriculture.  For  many  years  the 
Department  of  Agnculture  has  been  attempting  to  give  to  the  public 
reports  or  forecasts  of  the  probable  yields  of  our  crops — wheat,  oats, 
and  com.  In  looking  over  its  reports,^  I  have  found  that  many  of 
its  forecasts  have  been  too  high.  If  such  was  the  case  only  occasion- 
afly  I  might  not  criticize;  but  it  does  seem  to  me  that  at  present  its 
method  used  in  making  crop  forecasts  could  be  improved  upon  so 
that  its  reported  estimates  would  be  nearer  the  actual  yield  than 
they  have  been.  I  think  there  should  be  something  done  to  correct 
the  present  system. 

Tne  present  method  rives  the  speculator  an  opportunitv  at  the 
psychological  period,  wnen  it  is  to  his  advanta!ge,  to  '^bear  the 
market.  Just  about  the  time  the  farmer  puts  nis  grain  on  the 
market,  or  just  previous  to  that  time,  those  figures  are  published, 
and  the  speculator  takes  advantage  of  them.  No  doubt  tne  specu- 
lator is  aware  that  for  years  these  statistics  have  been  too  large  and 
he  takes  advantage  of  that  fact. 

RepresentativeTuNK.  I  presume  you  come  to  the  conclusion  that 
they  are  too  high  by  comparing  them  with  the  census  reports,  which 
in  a  great  many  instances  are  much  lower  than  the  figures  published 
hy  the  Bureau  of  Crop  Statistics  of  the  Department  of  Agriculture  ? 

Mr.  J^cJNK.  Yes,  sir.  We  have  no  other  way  of  gaining  any 
knowlec^e,  except  by  referring  to  such  reports. 

Here  is  another  suggestion,  on  the  possibilitv  of  opening  up  foreign 
markets  and  the  necessity  of  having  some  knowledge  of  the  pro- 
duction of  grains  in  foreign  countries.  It  would  seem  to  me  that 
through  our  consuls,  or  through  either  the  Department  of  Agri- 
culture or  the  Department  of  Commerce,  we  should  have  a  man 
located  in  every  foreign  country  who  could  keep  us  directly  in  touch 
with  agricultural  conditions  m  that  coimtiy.  We  have  nothing 
of  that  tdnd  at  present,  as  I  understand  it.    My  observation  of  these 
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consuls  in  foreign  countries,  whom  I  have  visited  in  the  past,  leads 
me  to  believe  that  manj  of  them  are  not  in  a  position  to  furnish  us 
with  sufficient  information. 

The  Chairman.  Heretofore  we  have  had  to  rely  very  largely  upon 
the  crop  statistics  of  the  diflFerent  countries  ? 

Mr.  Funk.  Yes;  but  you  get  them  about  three  years  after  the  crop 
has  been  consumed. 

The  Chairman.  I  was  about  to  say  that  the  machinery  of  the  for- 
eign countries  for  gathering  statistics  has  not  been  very  satisfactory,  i 

Air.  Funk.  No,  sir.  ' 

Another  suggestion :  In  the  past  the  Department  of  Agriculture  has 
given  attention  almost  entirely  to  production.  Farmers  are  now 
asking  for  assistance  in  marketmg  their  products.  A  farmer  should 
be  able  to  follow  his  finished  product,  not  only  to  the  wholesale  mar-  i 
kets,  but  to  the  consumer,  and  he  is  entitled  to  information  as  to  why 
the  consumer  pays  so  much  more  than  the  producer  receives  for  his  \ 
grain  and  his  live  stock. 

I  heartily  agree  with  the  gentleman,  who  preceded  me  and  who 
referred  to  cooperative  marketing.  His  argument  was  sound  and 
logical. 

One  thing  more  about  the  Department  of  Agriculture,  which  aflFects 
large  interests. 

We  have  one  man  appointed  as  Secretary  of  Agriculture.  He  has 
under  him  men  known  as  chiefs  of  bureaus  in  various  subdepartments. 
The  Secretary  and  practically  all  of  those  chiefs  are  obliged  to  be  in 
Washington  most  oi  the  time.  From  my  experience  and  observation  | 
as  a  member  in  1917-18  of  the  National  Agriciiltural  Advisory  Com- 1 
mittee  I  believe  that  a  similar  advisory  committee  could  be  of  very  \ 
great  assistance  to  the  Secretary  of  Agriculture.  Such  commSttee 
could  be  composed  of  men  who  would  be  located  and  live  throughout 
the  different  States — not  necessarilv  one  from  every  State,  but,  sav, 
24  men  from  different  sections  of  tne  country.  These  men  would,  in 
a  way,  be  advisors  to  the  Secretary  of  Agriculture.  They  would  be 
in  a  position  to  receive  first-hand  information  from  their  respective 
communities  and  could  report  from  time  to  time  to  the  Secretary; 
also  they  could  assist  in  keeping  farmers  better  informed  regarding 
National  and  international  agricultural  policies  and  conditions. 
Furthermore^  if  a  congressional  committee  lelt  that  it  needed  advice 
and  definite  information  as  to  agricultural  affairs  in  different  sections 
of  the  coimtry,  it  could  call  on  such  men  at  any  time.  I  believe  that 
there  are  puolic-spirited  men  in  the  United  States  who  are  qualified 
and  who  would  gladly  serve  as  such  an  agricultural  advisory. 

It  is  a  deplorable  fact  which  exists  that  present  conditions  prevent 
surplus  American  crops  reaching  foreign  markets  without  great  loss 
to  the  producer.  In  the  name  of  modern  civilization  the  famishing 
millions  of  Europe  and  Asia  should  be  saved  from  starvation  and 
that  speedily. 

I  do  not  know  that  I  have  anytliing  further,  Mr.  Chairman. 

The  Chairman.  We  are  very  much  obliged  to  you,  Mr.  Funk,  I  am 
sure. 

The  committee  will  take  a  recess  until  10  o'clock  to-morrow 
morning. 

(Thereupon,  at  12.55  o'clock  p.  m.,  the  commission  adjourned  to 
meet  at  10  o'clock  a.  m.  to-morrow,  August  17,  1921.) 
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WEDNESDAY,  AXTOITST  17,   1981. 

Congress  or  the  United  States, 
Joint  Commission  of  Agrioultubal  Inquiry, 

Washington^  D.  C. 
The  joint  commission  met  at  10  o'clock  a.  m.,  pursuant  to  adjourn- 
ment on  yesterday,  in  room  70,  the  Capitol,  Hon.  Sydney  Anderson 
(chairman)  presiding. 
The  Chairman.  The  commission  will  come  to  order. 
Mr.  Campbell,  the  commission  will  hear  you  first  this  morning, 
and  you  may  state  your  name  and  whom  you  represent  for  the 
benefit  of  the  record. 

STATEMENT  OF  ME.  MHO  D.  CAMPBELL,  COLDWATEE,  MICH., 
PRESIDENT  NATIONAL  MILK  PKOlnJCEBS'  FEDERATION  AND 
DmEGTOE  OF  THE  NATIONAL  BOAED  OF  FAEM  OBOANIZATIONS. 

Mr.  Campbell.  I  might  also  say  that  I  am  connected  in  a  personal 
way  with  the  ffrange,  and  have  hJeen  for  35  years,  and  am  a  member 
of  the  Farm  Bureau.  I  have  been  also  requested  by  Mr.  Charles 
Barrett,  president  of  the  Farmers'  Union,  to  speak  for  that  organ- 
ization. 

I  realize,  Mr.  Chairman,  that  there  are  many  things  being  asked 
for  by  the  farmers — ^through  individual  organizations,  perhaps,  and 
through  their  Congressmen — that  can  not  oe  harmonized  nor,  per- 
haps, granted.  I  am  not  going  to  discuss  them  in  detail.  There  are 
some  things,  however,  that  we  believe  as  farmers  are  fundamental 
and  that  should  be  granted. 

The  cooperative-marketing  bill  or  bargaining  bill  that  we  have 
been  asking  for  for  soine  years  is  now  before  the  Congress.  It  has 
passed  the  House  of  Representatives  for  a  second  time.  At  the  last 
session  it  was  so  amended  in  the  Senate  that  it  was  much  worse  than 
no  bill  at  all  as  far  as  the  farmers  were  concerned. 

The  Volstead  bill  has  been  considered  by  a  subcommittee  of  the 
Judiciary  Committee  of  the  Senate,  and  has  been  entirely  changed 
by  that  subcommittee  in  its  report  to  the  full  conmiittee.  T^hey  strike 
out  all  after  the  enacting  clause^ — of  the  Volstead  bill,  I  mean — and 
substitute  a  bill  of  their  own  that  is,  to  our  minds,  very  much  worse 
than  no  bill  at  all.  And  we  are  sincerely  hoping  that  the  Congress 
will  not  pass  that  bill,  and  much  prefer  to  remain  in  the  condition 
we  are  now  in  than  to  have  the  bill  as  recommended  by  the  subcom- 
mittee of  the  Judiciary  Conunittee  of  the  Senate,  or  if  we  can  not 
get  the  relief  we  so  much  need  and  want. 

There  is  an  entirely  mistaken  idea  on  the  part  of  many  Members 
of  the  Congress  and  the  public  generally  about  the  farmers'  request 
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for  this  kind  of  legislation.  As  they  construe  the  request,  the  farmers 
are  asking  for  some  special  relief,  for  some  special  favors  not 
granted  to  other  branches  of  industry.    That  is  a  great  mistake. 

Discrimination  against  the  farmer  started  with  the  passage  of  the 
Sherman  antitrust  law  in  1880.  It  was  not  intentional  that  it  should 
be  discriminatory  against  farmers,  but  it  so  operates.  The  Clayton 
Act  of  1914  undertook  to  exempt  agriculture  and  labor  from  the  oper- 
ations of  the  antitrust  law,  and  the  Clayton  Act  still  stands  upon  the 
statute  books. 

The  discrimination  that  was  against  the  farmer  through  the  enact- 
ment of  the  Sherman  antitrust  law  was  that  the  farmers  could  not 
have  any  medium  whatever  of  relief,  nor  any  method  by  which  they 
could  cooperate,  while  it  gave  to  every  other  industry  ample  means 
of  cooperation  through  the  corporation,  a  wonderful  medium. 

During  the  past  vear  the  farm  stuff  that  was  produced  and  sold 
from  the  farms  oi  this  country  did  not  aggregate  over  $5,000,- 
000,000 — that  is,  products  other  tnan  live  stock — and  probably  about 
$3,000,000,000  of  live  stock  were  sold,  as  closely  as  it  could  be  esti- 
mated. 

Of  course,  the  total  value  of  the  live  stock  upon  the  farms  of  the 
coimtry  was  near  $8,000,000,000,  but  that  included  all  cattle  that 
had  been  kept  and  were  being  kept,  such  as  cows,  etc.,  that  are  kept 
from  year  to  year,  and  horses  and  other  live  stock  that  are  kept  over 
from  one  year  to  another. 

The  Secretary  of  Agriculture  estimates  that  $9,000,000,000  of  prod- 
uce was  grown  on  the  farms  of  this  country  during  the  past  year, 
but  that  estimate  includes  all  that  was  fed  to  animals  upon  the  farms 
and  all  that  was  consumed  by  farmers'  families  as  well  as  that  which 
was  sold,  so  that  we  have  approximately  $5,000,000,000  worth  of 
produce  sold  and  $3,000,000,000  worth  of  live  stock  sold. 

The  Chairman.  You  are  referring  now  to  the  crop  of  1920,  are 
you? 

Mr.  Campbell.  Yes;  to  the  crop  of  1920.  And  it  will  be  less 
this  year,  considerably  less.  And  that  is  without  any  medium  what- 
ever, such  as  a  corporation,  through  which  it  cwi  be  sold  coop- 
eratively. 

Let  us  turn  over  the  leaf  and  see  what  has  been  done  in  the  line 
of  manufacture.  The  products  of  manufactures  in  this  country  dur- 
ing the  last  year — and.  for  that  matter,  the  year  before  and  for  three 
or  four  years  before  tnat — have  not  been  less  than  $50,000,000,000  a 
year. 

The  Chairman.  Let  me  ask  if  you  are  including  in  that  estimate 
the  cost  of  raw  material  or  including  only  the  value  added  in  the 
process  of  manufacturing? 

Mr.  Campbell.  Well,  probably,  if  we  should  add  the  cost  of  all  raw 
material  and  the  selling  value  as  the  products  went  from  the  fac- 
tory door — the  finished  product — it  would  amoimt  to  more  than 
$50,000,000,000.  But  I  think,  Mr.  Chairman,  the  value  would  not 
be  as  much  as  $50,000,000,000  without  the  cost  of  raw  material  in- 
cluded. 

The  Chairman.  The  real  comparison  there  would  be  the  value 
added  by  the  factory  rather  than  the  total  cost  of  the  manufactured 
product! 
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Mr.  Campbell.  Yes.    And,  as  you  no  doubt  understand,  these  are 

estimates.   Take  the  city  of  Chicago,  for  instance,  and  I  noticed  the 

other  day  a  press  report  from  that  city  which  claimed  that  the 
manufactures  produced  within  that  city  were  $6,500,000,000  a  year — 
an  amount  almost  equal  to  the  entire  products  sold  from  the  farms 
of  the  country  during  the  last  year. 

These  are  astounding  figures,  and  practically  all  those  products 
are  sold  under  the  corporation  plan,  all  the  manufacturing  industries 
of  the  country  are  incorporatea  and  follow  the  corporation  practice 
in  the  sale  of  their  products. 

The  corporation  is  the  medium  we  are  all  in  favor  of.  It  up- 
builds our  country.  But  the  farmer  can  not  use  that  medium.  His 
property  is  in  6,400,000  units,  and  they  have  been  nailed  down  by 
the  Almighty,  are  spread  over  an  area  of  3,000,000  S€[uare  miles, 
and  are  there  fore  all  time — and  it  would  be,  as  I  said  before,  a 
sorry  day,  in  my  opinion,  for  this  country  if  bj  any  process  or  anv 
means  they  could  or,  if  they  should,  be  run  into  corporate  molds 
the  same  as  other  classes  of  business.  The  preservation  of  our  coun- 
try, the  future  existence  of  this  Republic,  in  my  opinion,  depends 
upon  keeping  these  units  out  in  the  country,  the  farm  people  out  on 
the  land  and  prosperous. 

And,  gentlemen  of  the  commission,  what  we  want  is  power  to  sell 
our  products  collectively.  And  we  want  to  do  it  unhampered.  We 
do  not  want  to  do  it  with  the  threat  and  menace  constantly  over  us 
that  we  are  violating  the  law. 

Gentlemen,  I  do  not  want  to  take  too  much  of  your  time,  but  I  do 
want  to  analyze  a  thing  that  is  pertinent,  that  is  right  before  the 
Congress  at  this  time,  and  the  one  thing  that  the  farmers  of  this 
country  are  absolutely  united  upon,  no  matter  where  they  may  be 
toiling  in  this  great  land ;  and  every  farm  organization,  so  far  as  I 
know  is  backing  it.  Thai;  is  the  bill  that  is  now  before  the  Con- 
press  and  that  will  next  be  heard  in  the  'Senate.  Mr.  Volstead  intro- 
duced the  bill.  We  had  a  similar  bill  before  the  Congress  at  the 
last  session,  but  it  was  so  amended  in  the  Senate,  as  I  have  stated, 
that  it  was  not  acceptable  and  none  of  the  farm  organizations  nor 
anv  of  the  farmers,  so  far  as  I  know,  want  it  in  that  amended  form. 

iTie  farmers  of  the  country  do  not  believe  that  they  are  violating 
the  law ;  it  is  not  that  they  want  to  violate  any  law,  but  they  do  not 
want  the  menace  of  the  threats  that  are  being  made  agiiinst  them 
from  all  over  the  country,  through  middlemen  wherever  middlemen 
are  touched  or  hampered  in  any  way  in  their  autocracy  over  farmers' 
affairs  at  this  time. 

I  perhaps  have  seen  more  of  the  situation  along  this  line  in  the 
countrv  than  many  others,  because,  as  president  of  the  National 
Milk  Producers'  !lfederation  for  the  last  five  years,  I  have  been 
through  these  various  fights  that  the  farm  organizations  have  had 
in  an  eflfort  to  sell  their  milk  collectively.  The  public  press  has  been 
used.  It  is  more  generous  now  to  the  farmer  than  it  was  in  years 
fSone  by,  and  because  I  think  the  public  press  is  becoming  informed 
more  fully  and  generally  of  conditions.  But  I  see  that  Senator 
Walsh  in  his  analysis  of  the  Volstead  bill^  as  contained  in  the  report 
of  the  subcommittee  to  the  full  Committee  on  Judiciary  of  the 
Senate,  cites  the  milk  producers — and  I  want  to  take  up  a  very  perti- 
nent thing  he  has  discussed,  because  I  know  that  legislators  gen- 
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erally  want  to  get  at  the  right  of  a  thing  and  want  to  get  at  the 
facts  as  they  exist.  He  says  that  the  grain  growers  and  the  cotton 
growers,  and  so  forth,  need  have  no  fear ;  that  they  could  not  form  a 
monopoly.  Now,  gentlemen  of  the  commission,  I  do  not  like  the  ap- 
parent cunning  oi  that  statement.  Apparently  it  was  made  for  the 
purpose  of  appeasing  the  grain  growers  of  the  country  and  the  stock 
raisers  of  the  country  in  order  to  get  their  support  of  the  amended 
bill  that  the  subcommittee  has  prepared.  As  a  matter  of  fact,  thert 
is  not  a  farm  organization  in  this  country  that  would  not  be  men- 
aced by  the  amendment  that  the  subcommittee  has  prepared,  not 
one;  there  could  not  be.  I  do  not  mean  to  say  that  they  could  all 
be  convicted.  No;  they  could  not  be  be  convicted,  but  if  it  shovli^ 
become  a  law  it  would  be  a  menace. 

Senator  Lenroot.  Will  you  read  the  amendment? 

Mr.  Campbell.  Yes,  sir;  I  have  it  here.  The  subcommittee  of  the 
Committee  on  the  Judiciary  of  the  United  States  Senate  had  undei 
consideration  bill  H.  B.  2378  and  recommended  the  following  as  i 
substitute : 

AN  ACT  To  authorise  asBociation  of  producers  of  agricultural  prodaets. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  Unite 
States  of  America  in  Congress  assembled.  That  persons  engaged  In  the  produo 
tion  of  agricultural  products  as  farmers,  planters,  ranchmen,  dalrj^nien,  nut  o 
fruit  growers  may  act  together  in -associations,  corporate  or  otherwise,  with  o 
without  capital  stock,  in  collectively  handling  and  marketing  in  interstate  am 
foreign  commerce  such  products  of  persons  so  engaged  and  in  processing  o 
preparing  such  products  for  so  marketing  the  same.  Such  associations  mt: 
have  marketing  agencies  In  common ;  and  such  associations  and  their  member 
may  make  the  necessary  contracts  and  agreements  to  effect  such  purposes 
Provided^  however.  That  such  associations  are  operated  for  the  mutual  benefi 
of  the  members  thereof,  as  such  producers,  and  conform  to  one  or  both  of  th 
following  requirements: 

First.  That  no  member  of  the  association  is  allowed  more  than  one  vofr 
because  of  tlie  amount  of  stock  or  membership  capital  he  may  own  therein ;  o 

Second.  That  the  association  does  not  pay  dividends  on  stock  or  membershi] 
capital  in  excess  of  8  per  centum  per  annum. 

And  provided  further,  That  the  association  shall  not  deal  in  products  of  non 
members  to  an  amount  greater  in  value  tlian  such  as  are  handled  by  it  foi 
members. 

Nothing  herein  containeil  shall  be  deemed  to  authorize  the  creation  of,  « 
attempt  to  create,  a  monopoly,  or  to  exenu)t  any  association  organized  hem 
under  from  any  proceedings  instituted  under  the  act  entitled  "An  act  to  creati 
a  Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for  other 
purposes,  approved  September  26,  1914,**  on  account  of  unfair  methods  of  com- 
petition in  commerce. 

The  Chairman.  Here  is  a  copy  of  their  recommendation  if  yo« 
wish  to  have  it  before  you,  Senator  Lenroot. 

Senator  Lenroot.  I  thank  you. 

Mr.  Campbell.  And  I  have  Senator  Walsh's  analysis.  Here  is  his 
language : 

Inasmuch  as  It  is  utterly  impossible  to  establish  a  monopoly  of  any  of  th€ 
ordinary  farm  products — cereals,  cotton,  live  stock,  etc. — an  Inhibition  of  mo- 
nopoly must  be  unobjectionable  to  the  producers  of  such.  Moreover,  your  com- 
mittee is  entirely  satisfied  that  they  have  no  desire  or  purpose  to  estabUsh  a 
monopoly.  Why  anyone  should  insist,  under  these  circumstances*  on  the  en- 
actment of  a  law  which,  in  terms,  would  authorize  them  to  do  so,  your  com- 
mittee finds  it  Impossible  to  understand — 
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In  other  words,  appeasing  that  class  and  saying,  in  effect :  "  We 
would  not  harm  you^' — 

It  is  possible,  however,  to  establish  a  monopoly  with  respect  to  farm  protl- 
ucts  which  can  be  produced  profitably  only  In  a  very  limited  area,  or  in  the 
case  of  highly  perishable  products,  like  milk,  which  will  not  stand  shipment  long 
distances.  It  would  not  be  in  the  public  interest,  your  committee  believes,  to 
permit  all  producers  of  milk  within  the  area  from  which  one  of  our  great 
cities  is  supplied  to  effect  a  single  organization  having  thus  a  monopoly  which 
might  or  might  not  be  utilized  to  exact  extortionate  prices  of  consumers. 

In  other  words,  during  the  three  days  I  stayed  with  that  com- 
mittee and  listened  to  the  statements  that  were  "made  he  constantly 
used  as  an  illustration  the  situation  right  here  in  Washington.  lie 
said,  in  substance,  "  Suppose  the  Maryland  people  over  across  the 
line  have  a  milk  producers'  organization  and  the  Virginia  people 
have  another,  both  selling  milk  here  in  Washington.  And  suppose 
th^e  two  organizations  should  unite  in  one  organization.  Do  you 
want  that  kind  of  monopoly  ?  "  He  kept  asking  the  question :  "  Do 
you  want  that  kind  of  monopoly  ?  "  That  was  the  query  he  pro- 
pounded time  and  again.  We  answered  by  asking  a  question: 
"What  kind  of  a  monopoly  do  you  mean,  Senator?  Do  you  mean 
that  that  alone  would  be  sufficient  to  condemn  it,  that  they  should 
unite  their  forces?"  He  would  not  answer.  He  simply  used  the 
word  "  monopoly "  constantly — monopoly  monopoly,  monopoly. 
He  wanted  to  know  whether  such  a  monopoly,  or  possible  monopoly, 
should  be  left  in  a  position  where  it  could  not  be  proceeded  against. 
But  he  would  not  say  whether  it  was  a  good  monopoly  or  a  bad 
monopoly. 

I  Imow  he  asked  me  when  I  was  before  the  subcommittee  in 
substance :  "  Mr.  Campbell,  do  you  want  a  monopoly  ?  "  I  said  in 
substance :  "  Possibly  in  the  sense  you  imply,  no ;  but  if  it  is  in  the 
sense  that  we  can  reduce  the  price  of  milk  to  tlie  customer  and 
improve  the  price  to  the  farmer  by  cutting  out  a  considerable 
amount  of  the  middleman's  expense,  unnecessary  costs  both  to  the 
farmer  and  the  consumer,  yes."  But  Senator  Walsh  would  not 
tolerate  that  proposition:  he  would  not  discuss  it  for  a  moment, 
and  he  does  not  discuss  it  here  in  the  subcommittee's  report. 

Here  you  have  a  territory  that  supplies  Washington  that  is  not 
15  miles  in  all  probability  away  from  your  city,  a  territory  that  is 
no  farther  distant  than  that  supplies  the  city  of  Washington  with 
milk.  Just  beyond  there  are  unlimited  quantities  of  milk.  The  New 
York  Dairymen's  League  ship  milk  into  New  York  City  from  a 
distance  of  500  miles.  Why,  gentlemen  of  the  commission,  within 
50  miles  of  Washington  there  is  enough  milk  to  supply  5,  yes  10, 
cities  of  the  size  of  Washington. 

We  asked,  in  substance :  Do  you  mean  to  say  that  there  must  be 
two  separate  organizations  maintained  in  your  community,  with 
all  the  consequent  overhead  expense  and  duplication  of  routes  and 
costs  and  expenses  of  various  kinds,  including  depots,  sets  of  officers, 
additional  delivery  wagons  and  drivers,  and  so  on?  And  do  you 
mean  to  say  that  if  the  production  and  delivery  of  milk  were  under 
one  organization  and  there  was  only  one  milK  wagon  going  down 
one  street  or  going  to  a  tenament  house  with  milk  there  would  not 
be  a  reduction  in  expense  to  the  producer  and  consequent  reduction 
in  price  of  milk  to  the  consumer?    Do  you  mean  to  say  that  if  a 
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vast  portion  of  the  present  expense  could  be  done  away  with  the 
farmer  would  not  get  a  better  price  for  his  milk,  a  living  price,  and 
the  consumer  at  the  same  time  furnished  milk  at  a  fair  and  proper 
price  ?  And  if  these  expenses  could  be  cut  down,  as  they  could  and 
would  be,  and  the  farmer  would  receive  a  fair  price  for  his  milk, 
do  you  mean  to  say  that  it  would  do  any  harm  to  the  consumers  of 
milk  or  that  it  would  be  in  fact  a  monopoly?  •  Who  is  there  who 
should  not  wish  to  see  production  and  delivery  costs  cut  down  as 
much  as  possible,  to  the  end  that  the  producer  may  receive  a  fair 
price  for  what  he  produces  and  the  consumer  furnished  products 
at  as  low  a  price  as  possible  consistent  with  the  cost  of  the  service 
rendered?  But  Senator  Walsh  would  not  discuss  this  question 
at  all.  He  flew  into  a  rage  and  said  it  would  be  a  monopoly,  and 
continued  to  say  monopoly,  monopoly,  monopoly. 

What  we  say  is  this— and  as  president  of  the  National  Milk  Pro- 
ducers' Federation  I  challenge  proof  to  the  contrary:  That  we  are 
selling  cooperatively  practically  one-half  of  the  farm  products  of 
this  country  that  are  sold  cooperatively,  perhaps  $500,000,000  in 
value,  not  collectively  but  as  units,  40  or  50  different  units,  and 
wherever  we  can  get  control  we  are  reducing  the  price  to  the  con- 
sumer, because  we  are  cutting  out  these  multiplied  and  extravagant 
expenses. 

Now  then 


Senator  Lenroot  (interposing).  Let  me  ask  you  this:  How  do  yon 
reduce  the  price  to  the  consumer,  if  you  do  ? 

Mr.  Campbell.  Through  several  means.  In  the  first  place,  it  in- 
creases our  quantity.  We  are  producing  more  milk  than  can  be  con- 
sumed in  the  country,  by  far.  And  1  will  say  this — and  I  challenge 
Senator  Walsh  or  any  other  man  in  the  United  States  to  name  t 
single  place  or  time  within  the  last  five  years  where  through  farmers* 
cooperative  organizations  milk  has  been  sold  by  farmers  at  an  in- 
ordmate  price  or  unreasonably  enhanced  price,  or,  in  fact,  at  any 
price  above  what  it  should  be  sold  for.  There  is  happening  right 
now  in  the  city  of  Chicago  another  illustration,  and  1  want  to  repeat 
it  because  you  will  probably  hear  it  commented  upon  on  the  floor 
of  the  Senate.  We  have  been  through  a  continuous  nght  in  Chicago. 
It  started  three  or  four  years  ago.  Our  people  were  arrested  and 
thrown  into  jail.  We  have  stood  in  the  xront-line  trenches  in  the 
fight  for  cooperative  bargaining  in  this  country.  I  sat  for  days  and 
days  in  Chicago  while  they  were  trying  to  impanel  a  iury  to  try  the 
farmers  there  three  years  ago.  And  if  I  am  not  taking  too  much 
of  your  time  I  want  to  tell  you  just  a  little  about  that  matter,  be- 
cause it  is  only  one  of  the  many  instances  the  farmers  have  gone  up 
against. 

Some  farmers  that  supplied  milk  to  the  city  of  Chicago,  none  of 
them  living  in  Chicago  and  but  few,  if  any,  residing  in  Cook  County, 
met  in  a  little  church  in  the  city  and  talked  over  what  they  thought 
would  be  a  fair  price  for  their  milk.  That  is  all  they  did.  There 
were  100  or  more  of  them  present,  and  they  talked  the  situation  over, 
and  each  man  present  expressed  his  opinion.  They  finally  left  the 
matter  to  a  committee  or  to  their  officers  to  make  the  best  bargain 
they  could  with  the  dealers.  All  they  did  was  to  express  meir 
opinion  as  to  what  they  thought  would  be  a  fair  price  for  their 
product — and  I  forget  what  it  was  now,  but  at  any  rate  it  was  way 
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below  the  cost  of  production.  Those  men  were  indicted  in  the  city 
of  Chicago  for  that  act.  Their  meeting  had  been  held  there  in  the 
city  and  there  they  were  indicted.  And  they  were  haled  into  court, 
and  after  18  months  or  more  they  were  put  on  trial.  I  was  present 
and  attended  that  trial,  not  as  a  witness  but  as  an  interested  ob- 
server and  listener.  They  were  several  weeks — I  have  forgotten  the 
number  of  weeks,  but  perhaps  seven  weeks — getting  a  iury  to  trv 
those  men.  The  district  attorney  and  his  assistants  would  ask  each 
man  drawn  on  a  panel  with  a  view  to  sitting  on  the  jury  certain 
questions,  and  no  man  was  allowed  to  sit  on  the  jury  unless  he  was 
a  married  man  and  had  a  family  and  bought  milk  of  those  that  came 
in  from  outside  the  city.  If  he  had  any  relatives  that  were  engaged 
in  farming  he  was  stricken  oflF.  A  juror  had  to  be  that  far  from 
every  possible  interest  or  connection ;  in  other  words,  their  interest 
had  to  be  as  far  as  possible  removed  from  anything  connected  with 
the  farmers'  side  of  the  matter.  Those  farmers  were  tried  by  people 
who  were  buying  milk  from  the  farmers  being  tried,  and  who,  quite 
naturally,  wanted  to  get  cheap  milk;  men  who  had  families  to  sup- 
port, and  who  needed  milk  for  that  purpose^  and  who  had  no  rela- 
tives that  were  farmers  or  interested  in  f armmg. 

Finally  they  got  a  jury  made  up  largely  of  laboring  men — a  class 
of  men  particularly  interested  in  getting  milk  as  cheaply  as  possible. 
Those  farmers  were  tried  before  that  jury^  but  what  was  the  result? 
The  jury  brought  in  a  verdict,  I  think,  within  30  minutes  after  the 
case  was  submitted  to  them,  and  that  verdict  acquitted  every  man 
mdicted. 

Senator  Lenroot.  What  was  the  defense? 

Mr.  Campbell.  The  defense  was  that  those  farmers  wereproduc- 
ing  milk  and  selling  it  far  below  the  cost  of  production.  They  did 
not  deny  that  they  nad  met  together  and  talked  over  and  discussed 
what  they  thought  was  a  fair  and  reasonable  price  for  them  to  get 
for  their  product. 

Senator  Lenroot.  Did  they  admit  that  there  was  a  monopoly 
existing? 

Mr.  Campbell.  There  was  no  monopoly. 

Senator  Lenroot.  That  was  their  defense — that  there  was  no  mo- 
nopoly? 

Mr.  Campbell.  Yes,  sir.  But  the  charge  was  that  there  was  a 
conspiracy  to  enhance  the  price  of  milk. 

Senator  Lenroot.  I  want  to  say  preliminarily  that  I  do  not  be- 
lieve the  Senator  [Mr.  Walsh]  objected  or  would  object  to  what  you 
explain  you  are  trying  to  accomplish;  but,  on  the  other  hand,  the 
biU  as  it  passed  the  House  expressly  permits,  does  it  not,  a  monopoly, 
except  as  the  Secretary  of  Agriculture  may  regulate  prices? 

Mr.  Campbell.  Yes ;  I  am  inclined  to  think  that  might  be  true— 
1  mean,  it  might  permit  what  you  perhaps  would  call  a  monopoly. 

Senator  Lenroot.  I  am  speaking  of  not  what  might  result  from 
it;  but  the  bill  does  permit  a  monopoly,  does  it  not? 

Mr.  Campbell.  It  depends  upon  what  a  monopoly  is. 

Senator  Lenroot.  Well,  we  will  say  a  monopoly  as  well  defined 
in  the  law. 

Mr.  Campbell.  I  do  not  know  about  that. 

Senator  Lenrooi*.  Attempted  monopoly  is  very  much  in  the  twi- 
light zoiw,  but  a  monopoly  as  such  is  definitely  and  clearly  defined. 
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Mr.  Campbell.  Well,  a  public  service  corporation  is  a  monopoly  in 
a  city. 

Senator  Lenroot.  Certainly ;  and  so  is  the  holder  of  a  patent — ^he 
has  a  monopoly. 

Mr.  Campbell.  Yes,  sir ;  he  has  a  monopoly. 

Senator  Lenroot.  Assume  that  here  is  an  agricultural  product 
that  might  in  some  particulars  become  a  monopoly  ? 

Mr.  Campbell.  All  right ;  let  us  assume  that ;  but  I  do  not  admit  it 

Senator  Lenroot.  That  is  what  I  mean. 

Mr.  Campbell.  But  it  is  not  a  monopoly.  Take  Senator  Walsh's 
contention:  Is  it  a  monopoly  because  I  find  out  that  my  milk 
driver 

Senator  Lenroot  (interposing).  Let  us  take  another  case:  Let  us 
take  one  that  comes  to  us  the  most  frequently,  that  of  the  Raisin 
Growers'  Association. 

Mr.  Campbell.  All  right. 

Senator  Lenroot.  I  do  not  know  what  the  fact  is,  but  let  us  assume 
that  the  Raisin  Growers'  Association  becomes  a  complete  monopoly, 
possibly  on  account  of  the  restricted  area  in  which  raisin  grapes  may 
De  grown  as  the  situation  now  exists,  although  I  am  not  saying  that 
is  a  fact.  The  Volstead  bill  as  it  passed  the  House  would  remove 
that  association  from  the  category  of  a  monopoly  and  would  relieve 
it  from  any  of  the  penalties  of  the  antitrust  law. 

Mr.  Campbell.  No;  I  beg  to  differ  with  you  on  that,  as  I  heard 
all  that  argument. 

Senator  Lenroot.  It  would  remove  it  from  the  Sherman  antitrust 
law. 

Mr.  Campbell.  No. 

Senator  Lenroot.  Well,  that  is  what  I  want  to  get  at. 

Mr.  Campbell.  I  would  like  to  tell  you  about  it  if  I  can  do  so  and 
not  take  too  much  of  your  time. 

Senator  Lenroot.  I  am  not  asking  for  the  fact,  but  I  am  assuming 
for  the  sake  of  the  argument  that  the  raisin  growers  will  in  the 
future  be  able  to  effect  a  complete  monopoly. 

Mr.  Campbell.  Oh,  well,  if  that  could  be  true,  yes;  I  admit  that 

Senator  Lenroot.  Then,  do  you  think  that  the  Congress  should 
give  a  privilege  to  create  a  monopoly  to  one  class  of  people  when  it 
makes  it  a  criminal  offense  for  others  to  do  the  same  thing?  That  is 
what  is  troubling  the  most  of  us  here  in  Congress. 

Mr.  Campbell.  I  wish  I  might  illustrate  that  point.  Here  is  an 
airplane.  You  have  a  law  against  tresspass  in  this  country,  have 
you  not? 

Senator  Lenroot.  Yes. 

Mr.  Campbell.  It  is  a  general  law.  There  is  a  general  law  against 
trespassing  on  real  estate.  Every  airplane  that  flies  over  this  city 
commits  a  great  manv  trespasses  in  every  flight  that  it  makes. 

Senator  McNart.  Theoreticallv,  under  the  common  law,  but 

Mr.  Campbell  (interposing).  Yes,  sir;  theoreticaUy. 

Senator  McNart  (continuing).  But  not  so  in  fact. 

Mr.  Campbell.  Very  well,  that  is  just  as  far-fetched  as  this  law 
against  the  farmer,  exactly  as  much.  I  know  exactly  about  the 
raisin  growers'  situation — well,  I  do  not  know  all  about  it  either, 
except  as  I  heard  about  it— and  I  am  not  defending  a  monopoly 
either  in  the  case  of  the  raisin  growers  or  anyone  else,  but  I  want 
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to  say  that  Mr.  Preston,  who  sat  by  the  side  of  Senator  Walsh  all 
those  three  days,  is  attorney  for  the  raisin  packers  of  California,  the 
yery  fellows  that  crushed  the  raisin  growers  out  of  existence,  and 
through  whose  efforts  the  raisin  business  there  went  down  and  down 
and  down  for  years.  Those  packers  were  getting  their  raisins 
cheaper  and  cheaper  until  the  price  dropped  down  to  about  a  cent 
a  pound,  and  the  raisin-grape  growers  were  quitting  business,  and 
their  vineyards  were  being  extinguished. 

Tlien  this  other  organization  ^rew  up,  but  it  is  not  such  as  we  ask 
for.  It  was  a  regular  corporation,  and  they  sold  stock  to  bankers 
and  everybody.  VVe  do  not  want  anything  of  that  kind  at  all.  The 
raisin  business  of  California  is  intrastate  anyway,  being  within  the 
boundary  of  California.  And  they  defy  any  law  the  Congress  maj 
enact,  as  far  as  they  are  concerned,  because  they  are  all  in  Cali- 
fornia. But  the  facts  are,  if  you  will  read  the  story  of  President 
Giffen  and  others,  and  it  is  a  wonderful  story,  that  there  are  2,000,000 
acres  that  can  be  put  into  raising  grapes,  and  yet  there  are  only 
WMO  improved.     But  I  am  not  talking  about  that. 

Senator  McNart.  Let  me  get  a  picture  of  what  is  in  your  mind 
which  will  clearly  indicate  to  us  your  view  of  the  character  of  the 
matter  you  are  discussing.  Let  us  take  what  are  called  Italian 
prunes,  where  grown  in  a  limited  district — and  this  is  assumed,  be- 
cause they  can  only  be  grown  in  certain  parts  of  the  West.  They 
are  picked  in  the  fall  and  packed  and  remain  in  storage  indefinitely 
without  deterioration.  After  those  prunes  mature  they  are  brought 
in  by  farmers  to  cooperative  organizations  and  pooled.  The  prune 
grower  receives  some  percentage,  perhaps  76  per  cent  of  their  value, 
in  the  fall.  The  manager  of  the  organization  may  see  that  the  mar- 
ket is  low,  but  he  knows  some  of  the  prunes  must  move,  but  he  holds 
them  until  December  or  perhaps  January  and  sells  them  to  one  indi- 
vidual, we  will  sav ;  but  he  keeps  them  back,  and  by  the  process  of 
keeping  them  bacK  the  price  steadily  increases,  and  finally  they  are 
all  sold  in  bulk  at  a  much  enhanced  price  over  what  they  would  have 
brought  in  the  fall  if  they  had  gone  immediately  into  the  channels  of 
commerce  instead  of  being  pooled.   Do  you  think  that  is  a  monopoly? 

Mr.  Campbell.  That  might  be  a  monopoly. 

Senator  McNary.  Is  that  something  that  ought  to  be  legislated 
against? 

Mr.  Campbell.  I  think  possibly  this  bill  would  provide  for  it, 
absolutely  would  provide  for  it. 

Senator  McNart.  There  is  no  question  but  what  that  situation 
could  not  have  been  reached  by  the  Volstead  Cooperative  Act. 

Mr.  Campbell.  Why  not? 

Senator  McNart.  ioecause,  as  I  see  it,  the  case  I  have  cited  is  an 
infringement  upon  the  Sherman  Antitrust  Act. 

Mr.  Campbell.  Why  does  not  the  Capper- Volstead  Act  cover  it  if 
any  law  covers  it  ? 

Senator  McNart.  Because  it  permits  it. 

Mr.  Campbell.  Have  you  read  Mr.  Volstead's  reply  to  Senator 
Walsh's  statement? 

Senator  McNart.  No  ;  I  have  not. 

Mr.  Campbell.  I  wish  you  would  read  that. 

Senator  McNart.  That  is  the  last  bill  you  are  talking  about. 

Mr.  Campbell.  Yes.    Oh,  you  are  talking  about  the  first  bill  ? 
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Senator  McNart.  Yes. 

Mr.  Campbell.  Oh,  well,  I  can  not  say  as  to  that. 

Senator  McNary.  Do  you  think  a  transaction  of  that  kind  should 
come  within  the  inhibition  of  the  law } 

Mr.  Campbell.  I  believe  this 

Senator  McNary  (interposing).  Will  you  answer  that  question? 

Mr.  Campbell.  You  are  asking  me  a  question  I  can  not  answer  by 
a  simple  yes  or  no. 

Senator  McNary.  Very  well. 

Mr.  Campbell.  I  am  not  in  favor  of  any  iniquitous  monopoly  of 
any  kind,  any  iniquitous  monopoly.  I  think  tnere  is  a  dinerence 
between  what  might  be  called  monopolies.  I  do  not  think  we  should 
wait  imtil  a  farm  organization  has  been  haled  into  a  United  States 
court  for  trial  on  a  charge  of  conspiracy,  with  a  penalty  facing  the 
organization  of  having  to  pay  a  $5,000  nne  or  its  members  impris- 
oned for  a  year;  I  do  not  think  we  should  wait  imtil  that  time  before 
taking  the  matter  up  and  knowing  definitely  whether  we  are  violat- 
ing any  law  or  not — I  think  the  same  rules  that  are  applied  by  the 
F^eral  Trade  Commission  should  apply  here.  We  are  not  asking 
anything  in  this  bill  at  all  except  what  has  been  adopted;  only  m 
this  case  you  have  used  the  Secretary  of  Agriculture  instead  of  the 
Federal  Trade  Commission. 

Senator  Lenroot.  The  Federal  Trade  Commission  does  not  ei- 
empt  anybody  from  the  antitrust  law. 

Mr.  CJampbell.  Not  at  all,  nor  do  we. 

Senator  Lenroot.  You  exempt  all  cooperative  organizations. 

Mr.  Campbell.  We  exempt  them,  but  the  Federal  courts  can  en- 
force all  rules  and  orders  and  laws,  and  so  forth. 

Senator  I^nroot.  You  are  repealing  the  Sherman  antitrust  lav 
as  far  as  these  cooperative  organizations  are  concerned  and  provid- 
ing a  new  method  of  trial. 

Mr.  Campbell.  That  is  true. 

Senator  Lenroot.  If  this  is  done  in  your  case  why  should  not  it 
be  done  in  every  case ;  why  does  not  it  mean  a  repeal  of  the  Sherman 
antitrust  law  ? 

'  Mr.  Campbell.  Because,  as  a  matter  of  fact,  after  31  years  of  that 
law  upon  the  statute  books  you  have  never  enforced  it  against  any 
corporation. 

Senator  Lenroot.  Are  you  in  favor  of  a  repeal  of  the  Sherman 
law  generally,  is  what  I  am  coming  to  ? 

Mr.  Campbell.  Yes ;  I  might  say  that  personally  I  am.  I  do  not 
know  whether  the  farm  organizations  would  be  in  favor  of  it  or  not, 
but  personally  I  am.  I  do  not  think  it  amounts  to  a  snap  of  the 
finffer. 

Senator  Lenroot.  You  personally  would  advocate  a  repeal  of  the 
Sherman  law  and  any  control  of  prices  to  prevent  the  charging  of 
exhorbitant  prices,  is  that  true  ? 

Mr.  Campbell.  I  want  governmental  control,  and  we  are  asking 
for  that. 

Senator  Lenroot.  I  understand  that. 

Mr.  Campbell.  We  are  asking  for  that.  Senator,  but  at  this  time^ 
right  now,  the  farmers  are  in  absolute  need  of  this  very  legislation. 
I  began  to  tell  you  what  was  happening  in  Chicago  right  at  tJiis 
time 
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Senator  Lenroot  (interposing).  I  would  like  to  follow  this  up 
for  a  moment. 

Mr.  Campbell.  Very  well. 

Senator  Lenroot.  There  is  a  very  clear  distinction  in  my  mind 
between  i)artial  restraint  in  trade  or  conspiracy  to  enhance  prices 
and  effecting  a  oonmlete  monopoly.    Is  not  that  true,  to  your  mind  ? 

Mr.  Campbell.  I  have  not  finished  anything,  scarcely,  that  I 
started  out  to  say.  I  am  afraid  I  will  forget  to  say  what  I  started 
out  to  say  if  I  am  interrupted.  I  want  to  take  Senator  Walsh's 
argument  here,  because  he  nas  given  the  preparation  of  it  a  good 
deal  of  time  and  thought,  I  take  it.  Senator  Walsh  says  the  area 
that  is  supplying  the  city  must  not  be  restricted ;  that  we  must  not 
cooperate ;  that  we  must  not  get  together  in  any  area  that  is  already 
supplying  a  city  with  milk.  See  how  puerile  that  is.  That  makes 
everyone  of  us 

Senator  Lenroot  (interpjosing).  Let  me  ask  you  there 

Mr.  Campbell  (continuing).  Just  a  moment.  If  half  a  dozen 
farmers  out  here  undertake  to  get  together  collectively  so  that  they 
may  get  a  fair  price  for  their  milk — and  I  do  not  deny  that  we  want 
to  get  a  better  price,  for  we  are  selling  our  milk  for  a  dollar  a 
hundred  less  than  it  costs  to  produce  it  now ;  and  I  know  about  that 
because  I  am  a  milk  producer  myself,  and  they  are  doing  it  all 
over  this  country.  The  drivers — not  the  drivers,  but  the  dealers 
ire  the  fellows  who  have  a  conspiracy,  and  just  the  moment  we 
get  together  where  we  can  possibly  control  our  own  milk  and  shorten 
the  distance  between  the  farm  and  the  consumer's  table,  just  that 
moment  we  are  threatened  with  prosecution,  and  have  been 
threatened  all  over  the  country,  and  Senator  Walsh  takes  the  dealers 
up  and  defends  them,  and  says  we  must  not  be  allowed  to  do  any 
or  these  things. 

Now,  in  Cnicago  they  started  a  cooperative  marketing  associa- 
tion three  or  four  years  ago.  They  have  sold  their  stock  to  the 
farmers,  and  they  nave  undertaken  to  pool  their  product.  The 
great  problem  we  have  is  to  take  care  ot  the  surplus  milk  which 
the  city  people  do  not  use.  We  have  a  surplus,  and  what  to  do  with 
that  surplus  is  the  problem.  The  farmer  out  here  who  sells  his 
whole  milk  has  to  have  a  little  more  for  it,  because  he  has  to  have 
tuberculin-tested  cows,  etc.  He  does  not  know  what  to  do  with  the 
surplus,  and  it  goes  into  butter  and  cheese.  And  they  get  a  little 
less  for  that. 

The  question  of  disposition  of  the  surplus  milk  is  a  difficult  one. 
In  Chicago  they  got  their  organization  formed  at  great  sacrifice 
to  the  farmers — ^a  $600,000  corporation,  a  cooperative  organization. 
And  they  started  in  last  year  to  buy  the  milk  of  the  farmers.  Now, 
they  said,  we  will  take  all  your  milk,  boys;  all  of  it,  and  you  will 
allget  the  same  price  for  your  milk. 

Well,  the  farmer  has  to  have  a  little  advance  on  his  milk;  he 
can  not  wait  until  it  is  all  sold:  he  must  have  his  money.  And  the 
officers  went  to  the  bank  and  Dorrowed  money  and  began  to  buy 
milk,  and  they  bought  and  advanced  for  it,  and  then  the  prices  went 
down;  there  is  so  much  competition  around  there  that  the  com- 
petition forced  the  milk  down.  They  took  out  a  margin  of  10  cents 
a  hundred  from  the  farmers  and  said,  "This  is  a  fund  with  which 
we  will  pay  the  fellows  that  put  their  milk  into  cheese  and  butter 
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and  take  it  off  the  whole  milk,  so  as  to  equalize  the  tJiing."  And 
they  found,  after  five  or  six  months,  that  they  were  in  debt  approxi^ 
mately  $860,000.     They  had  paid  the  farmer  too  much. 

Everything  was  on  the  down  grade  in  prices,  and  they  found  thej 
had  a  deficit.  And  they  got  together  and  said,  "  Boys  what  are  w^ 
going  to  do  ?  "  There  are  15,000  or  16,000  of  those  farmers  there,  anc 
they  voted  that  they  would  let  the  officers  take  out  50  per  cent  o1 
their  milk  checks  for  a  couple  of  months.  I  want  to  illustrate  whaj 
we  are  up  against.  Senator.  They  started  in,  but  there  were  a  lo| 
of  farmers,  ]ust  as  we  have  in  all  organizations,  who  said,  "  Here 
I  don't  want  to  take  $1.15  for  my  milk."  These  dealers,  a  lot  of  them 
are  offering  me  $2.  One  dollar  and  fifteen  cents  is  the  scheduler 
price  by  the  organization,  and  they  said,  "  If  I  can  get  $2  or  $1.75,  J 
am  going  to  let  the  other  fellows  pay  these  debts."  So  they  got  inl< 
collusion  with  the  dealers.  The  organization  heard  of  it  and  sai< 
to  the  dealers,  "  Do  you  expect  to  continue  to  buy  of  us?  "  "Ceil 
tainly.  You  have  got  to  sell  to  us  just  as  cheap  as  anybody  else."  Thi 
officers  said,  "  If  you  are  in  collusion  to  break  up  our  organization 
and  that  is  what  you  will  do,  we  will  not  sell  our  milk  to  you." 

And  then  the  newspapers  began  to  say  that  this  cooperative  market 
ing  association  was  m  collusion  with  some  of  the  fellows  to  increas 
the  price;  that  these  dealers  could  get  milk  for  $1.75  a  hundred,  anc 
were  being  charged  $2.35  a  hundred  by  this  cooperative  association 
while  the  market  was  $1.75.  And  now  they  are  tiying  to  indict  tlien 
in  Chicago,  under  a  State  law,  and  having  found  that  impossible  the] 
are  after  them  under  the  Federal  law,  with  Mr.  Clyne. 

Senator  Lenroot.  What  interstate  commerce  is  there  in  that  trans 
action? 

Mr.  Campbell.  Oh,  it  comes  from  Indiana  and  Wisconsin  and  lUi 
nois,  and  I  guess  some  from  Michigan.  Oh,  yes;  it  is  all  mixed 
Senator. 

We  have  not  been  convicted — no  farmer  has  been  convicted.  W< 
have  been  through  trial  after  trial,  but  no  farmer  has  been  convicted 
But  we  have  spent  hundreds  of  thousands  of  dollars  in  defending 
ourselves  against  these  dealers  who  work  through  the  newspapers  oi 
the  officers  of  the  cities.  Now,  we  have  a  lot  of  fellows  in  the  citi« 
that  want  to  be  mayors  or  city  attorneys,  and  they  begin  to  fill  up  Um 
newspapers  that  they  are  after  the  milk  fellows.  I  defy  anybody  tc 
find  a  place  in  the  United  States  where  the  cooperative  associations 
have  charged  even  the  cost  of  production  of  their  milk.  'We  have 
b^n  hoping  against  the  day  when  we  could  do  it.  But  the  farmers 
are  scared  U)  death,  and  they  dare  not  go  ahead  with  any  sort  of  enter- 
prise that  will  look  to  the  shortening  of  the  distance  between  the 
producer  and  the  consumer. 

Now,  I  do  not  know  that  this  bill  of  Mr.  Volstead's,  as  prepared, 
is  the  only  bill.  It  was  not  the  bill  we  wanted.  We  wanted  to  be 
absolutely  free,  and  we  changed  and  changed,  and  have  been  willing  to 
accept  anything  that  would  oe  helpful.  But  this  substitute  bill  that 
we  have  now,  that  Senator  Walsh — this  amended  bill  that  is  before 
the  committee,  or  will  be  probably,  is  certainly  one  that  we  do  not 
want;  and  we  beg  of  you,  if  you  can  not  give  us  the  bill  that  the 
farmers  want,  we  beg  of  you  do  not  pass  this,  because  it  is  a  menace 
everywhere. 
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Senator  Lenroot.  Now.  with  reference  to  this  substituted  billj  you 
are  brought  within  the  Sherman  Act  under  this  bill,  if  there  is  an 
attempt  to  create  a  monopoly.  Now,  of  course,  under  the  present 
interpretation  of  the  Sherman  law  any  unreasonable  restraint  of 
trade  is  a  violation  of  the  law,  althougn  it  may  fall  far  short  of  a 
monopoly. 

Mr.  Campbell.  Senator,  I  would  like  very  much  to  have  you  know 
what  is  in  this  paper.  I  do  not  want  to  take  the  time  to  read  it  to 
the  committee. 

Senator  Lenroot.  I  have  read  the  bill. 

Mr.  Campbell.  I  would  like  very  much  to  have  this  printed. 

The  Chairman.  Without  objection  it  may  go  into  the  record. 

(The  paper  referred  to  is  here  printed  in  full,  as  follows :) 

'  National  Boabd  of  Farm  Organizations, 

Washinffton,  I).  C,  August  9,  1921. 
Jo  the  }f  ailing  I  Ant: 

Congressman  Volstead,  chairman  of  the  Judiciary  Committee  of  the  House 
and  jo  nt  author  of  the  farmers'  national  cooperative  marlceting  bill,  has  pre- 
|BreU  a  most  striking  statement  with  reference  to  the  report  of  the  Senate 
^iciary  Committee  on  H.  R.  2373. 

This  statement,  which  Mr.  Volstead  prepared  at  the  request  of  the  National 
fcard  of  Farm  Organizations,  has  been  furnished  with  his  comment,  '*  You  are 
It  liberty  to  use  this  in  any  way  you  see  fit." 

The  captions  to  the  paragraphs  of  Mr.  Volstead's  statement  have  been  put  in 
If  the  National  Board  of  Farm  Organizations  office. 

Ihaibman  Volstead's   Statement  Re  Senate   Amendments  to   Cooperative 
Marketing  Bill  (H.  R.  2373). 

Senate  amendment  gives  with  one  hand ;  takes  away  with  the  other. 

Tlie  following  suggestions  are  submitted  in  reference  to  the  report  of  the 
pate  Judiciary  Committee  on  H.  R.  2373 : 

ipie  amendment  recommended  by  the  committee  to  section  1  of  the  bill  mak- 
■gfarm  organizations  subject  to  the  law  against  monoi)olies  would  no  doubt 
live  the  effect  of  taking  with  one  hand  what  Is  supposed  to  be  given  with  the 
■ber,  and  would  leave  the  legality  of  these  organizations  In  as  great  If  not  a 
peater  doubt  than  at  present. 

STATl'S  DOUBTirL  VNDER  SENATE  AMENDMENTS. 

No  one  could  tell  the  status  tliey  would  occupy.  The  Supreme  Court  has 
kW  in  the  steel  corporation  case  and  other  cases  that  It  is  not  the  size  of  the 
wporation  which  makes  it  a  monopoly  but  acts  such  as  combining  with  other 
•fporations  for  the  purpose  of  controlling  In  whole  or  In  part  any  product. 
A«ea(h  individual  farmer  is  a  separate  business  unit  that  can  not  legally  com- 
fcf  if  h  8  purpose  ts  to  control  the  supply  in  whole  or  In  part,  no  such  organlza- 
ft»  could  legally  operate  under  such  a  provision.  It  must  be  evident  that  this 
•>»ndnient  will  nullify  the  act  as  no  association  can  be  forme<l  and  be  effective 
J«  does  not  control  a  substantial  part  of  the  supply  of  Its  products  in  the 
y*ai;ty  where  It  may  operate. 

SENATE    SHOULD    NOT   CAMOUFLAGE   INTENTION. 

The  natural  and  inevitable  effect  of  cooperative  farm  associations  always 
*»stl)e  to  lessen  competition  among  the  farmers  In  tlio  sale  of  their  products, 
*«1  to  do  that  they  must  control  the  sale  of  a  certain  amount  of  such  products. 
K  they  are  not  to  be  permittetl  to  do  that  the  Senate  might  as  well  say  so  in  so 
•wy  words  and  not  camouflage  their  Intention  by  pretending  to  favor  co- 
<'W^tion.  Every  such  cooperative  association  must  have  in  it  an  element  of 
•'>nopo]y  if  it  is  to  serve  any  purpose.  There  Is  no  good  reason  that  I  can 
**  why  each  farmer  In  a  cooperative  organization  should  not  be  dealt  with, 
*^ted,  and  considered  the  same  as  if  he  was  a  stockholder  of  an  orrlinnry 
corporation,  and  why   they  should  not  have  the  like  power  to  act  together. 
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Many  corporations  bave  tens  of  thousands  of  stockholders,  and  the  number 
they  may  have  is  unlimited.  If  the  farmers  can  not  offer  their  prmlucts  for 
sale  in  cooperation  with  each  other  they  are  absolutely  at  the  mercy  of  the 
buyers  that  buy  collectively  as  the  representatives  of  vast  aggregations  of 
stockholders. 

CORPORATIONS  FAVORED  AT  EXPENSE  OF  COOPERATIVES. 

The  Sherman  Act  does  not  contemplate  the  dissolution  or  destruction  of  a 
con^oration  legally  organized  because  it  may  violate  the  law,  but  directs 
that  it  be  punished  by  tine  and  enjoined  from  continuing  in  any  unlawful  course. 
The  corporation  itself  remains  intact  as  a  legal  entity  with  power  to  protei-t 
the  property  of  its  stockholders  and  continue  to  prosecute  its  tnisiness  in  a 
legal  way.  I  am  not  aware  that  in  any  case  has  the  Supreme  Court  ever 
dissolved  a  corporation  violating  the  Sherman  Act ;  it  has  simply  disolved 
its  combination  with  other  corporations.  I^t  us  assume  that  one  of  these 
farm  associations  after  being  organized  should  do  any  act  that  would  prompt 
a  court  to  declare  it  a  monopoly.  In  what  condition  would  it  be  if  this  amend- 
ment Ls  adopted?  Clearly  the  entire  association  would  be  illegal,  because  Us 
very  existence  will  be  conditioned  upon  a  strict  compliance  with  the  limitations 
prescribcHi  In  section  1  of  the  bill.  As  a  consequence  each  farmer  in  the 
association  would  be  guilty,  though  innocent  of  any  intentional  wrongdoing. 
In  that  respect  this  scheme  would  differ  radically  from  the  law  applicable  to 
ordinary  corporations.  A  business  corporation  legally  organized  is  treated  a^ 
a  person.  Its  acts,  and  not  its  life  is  threatened  if  it  violates  the  law,  and 
the  individual  stockholders  in  it  are  not  liable  unless  they  directly  participate 
in  the  violation. 

JOKER   IN    SECTION    1    OF   SENATE   BILL. 

With  or  without  the  monoiwly  amendment  to  section  1  the  eflFect  of  strikinff 
out  section  2  of  the  House  bill  makes  these  associations  liable  to  prosecution 
under  both  sections  1  and  2  of  the  Sherman  Act,  and  unless  it  is  the  intention 
of  the  Senate  to  hand  the  farmers  a  lemon  there  Is  absolutely  no  excuse  for 
inserting  the  joker  in  regard  to  monopolies  in  section  1  of  the  bill.  While 
Congress  views  with  complacency  if  not  with  pride,  business  corporations  whose 
size  bestride  the  land,  and  whose  prestige  is  said  to  even  awe  our  courts,  it 
seems  strange  that  there  should  be  such  an  awful  scare  of  these  loose  and 
always  inefficient  organizations. 

SETS   UP  STRAW    MAN   TO  KNOCK   DOWN. 

The  criticism  of  section  2  of  the  bill  contalne<l  in  the  Senate  report  con- 
fessedly belabors  a  straw  man.  In  the  first  place  It  admits  that  the  proper  con- 
struction of  the  language  of  the  section  does  not  give  the  Secretary  of  A;n"lcul- 
ture  power  to  fix  the  price  of  any  product,  but  it  proceeds  to  argue  that  if  it 
did  that  remedy  would  be  worthless.  The  merits  of  the  section  receive  scant 
attention.  So  far  as  I  am  aware  no  one  intended  to  give  the  Secretary  of  Agri- 
culture power  to  fix  prices  of  any  agricultural  products.  The  onler  that  the 
Secretary  is  authorized  to  make  Is  against  monopolies  and  restraints  of  trade 
and  commerce.  The  element  of  price  can  only  be  considered  for  the  purpose  of 
determining  if  the  evil  sought  to  be  remedied  is  of  such  a  character  as  to  affect 
(he  public.  If  the  association  keeps  strictly  within  the  provision  of  section  1 
it  can  not  be  proceeded  against  unless  it  so  monopolizes  or  restrains  trade  and  I 
connnerce  as  to  unduly  enhance  the  price  of  the  product  it  deals  in.  If  it  does 
that,  however,  the  Secretary  of  Agriculture  may  issue  an  order  to  cease  and 
desist  from  monopolizing  and  restraining  trade  and  commerce.  That  Is  the 
language  of  the  section.  That  does  not  mean  that  the  Secretary  must  simply 
repeat  the  language  of  the  statute  and  that  he  can  not  specify  the  particular 
acts  that  may  be  forbidden.  Th's  language  has  had  ample  judicial  Interpreta- 
tion. It  was  taken  from  the  Federal  Trade  Commission  act  The  Federal 
Trade  Commission  has  repeatedly  issued  orders  to  cease  and  desist  from  all 
sorts  of  sjiecific  acts  deemed  by  it  to  be  unfair  methods  of  competition  or  in 
violation  of  the  Clayton  Act.  When  such  an  order  reaches  a  court  it  may 
under  the  bill  be  enforced  with  the  same  power  as  that  possessed  by  courts 
under  the  Sherman  Act.    The  court  may  aflirm,  modify,  or  set  aside  the  order 
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of  the  Swrerary,  issue  a  temporary  injunef.on,  aud  jrrant  any  other  appropri- 
ate relief. 

It  has  been  su^^^ested  in  some  quarters  that  the  reme<ly  provided  for  in  sec- 
lion  2  is  too  slow.  Is  30  or  60  days  too  slow  as  ai)pl:ed  to  the  farmers,  while 
2  to  10  years  is  the  usual  t:nie  for  a  i)rosecution  ajrainst  an  ordinary  corpora- 
tion? Under  th  a  hill  as  soon  as  the  order  to  cease  and  desist  has  heen  tiled 
in  the  court  a  temporary  writ  of  injunction  may  ssue  restra  ning  the  acts  of 
vrhich  ct>mplniut  is  made.  Is  tliere  on  record  a  case  where  the  acts  alle^itnl  to 
bii  a  violation  under  the  Sherman  Act  were  enjoined  hefore  iinal  termination 
of  the  action? 

tXAR  OF   MILK    MONOPOLY   UNJUSTIFIED. 

In  the  Senate  rejiort  fear  is  exi)ressed  that  milk  may  he  monopol'izetl.  This 
fear,  however,  linds  no  support  in  the  hearlufrs.  The  I>airy men's  League,  an 
orsanization  said  to  monopolize  the  milk  supply  of  New  York  City,  consists  of 
90.(KX)  farmers  operating  under  New  York  and  Pennsylvania  laws  legalizing 
such  assoc  ations.  Despite  the  charges  made  against  it,  that  organization  was 
not  nble  to  secure  during  the  month  of  June  of  this  year  more  than  4.6  cents 
ivr  quart  for  its  milk,  though  the  consumers  were  comi)elled  to  pay  14  cents 
for  it 

CALIFORNIA  RAISIN  GROWERS. 

The  argument  against  the  b!ll  based  on  the  methods  pursued  by  the  raisin 
prowers  of  California  is  beside  the  question,  as  this  bill  if  passed  will  not  legal- 
ize its  methods  or  jiermit  it  to  operate.  The  attorney  for  that  association  ap- 
peared before  the  subconmi  ttee  which  considered  this  bill  in  the  Senate  Judi- 
dari'  Committee  and  disclaimed  any  interest  in  the  legislation.  There  is  a 
very  good  reason  why  the  raisin  growers  are  not  intereste<l.  They  claim  to  be 
beyond  the  reach  of  the  Federal  Government,  because  their  industry  Is  wholly 
w  thin  the  State  of  California.  If  they  can  maintain  that  claim  to  exemption 
from  the  Federal  antitrust  laws  they  would  not  want  to  come  under  the  pro- 
vis  ons  of  section  2  of  this  bill,  as  under  that  section  they  might  be  proceeded 
against  and  the  methods  they  are  pursuing  enjoined. 

CIVIL,   NOT  CRIMINAL,  PROSECUTION   URUAI  . 

Section  2  was  inserted  in  the  bill  for  the  purpose  of  providing  a  summary 
remedy  against  any  association  that  by  monopolizing  the  supi)ly  or  restraining 
trade  oppressses  the  public.  It  was  believed  that  under  the  provis'on  of 
that  section  a  much  more  effective  and  prompt  remedy  could  be  secure<l  than 
under  the  Sherman  Act,  and  that  at  the  same  time  this  remedy  would  be  more 
acceptable  to  the  farmers,  as  they  can  not  afford  to  hire  expensive  lawyers 
to  keep  them  out  of  trouble.  There  is  no  good  reason  why  the  criminal  penal- 
t'es  should  be  insisted  on  against  this  class  of  organizations  while  labor 
organizations  are  practically  exempt  from  the  Sherman  Act,  and  in  practice 
the  ordinary  corporation  is  nearly  always  sued  civilly  and  not  criminally  for 
violating  this  law. 

FARMERS  DO  NOT  DESIRE  TO  OPPRESS  PUBLIC. 

The  bill  does  not  seek  to  give  the  farmers  power  to  oppress  the  public.  It 
does  not  legalize  monopoly  or  restraint  of  trade  that  enhances  the  price  of 
any  product  beyond  its  reasonable  value.  It  provides  as  to  organizations  that 
come  within  the  provisions  of  section  1  not  the  remedy  of  dissolution  and 
destruction  of  the  farm  organizations  contemplated  under  the  amendment  of 
the  Senate  Judiciary  Committee,  a  remedy  that  will  destroy  their  credit  and 
«ipple  their  activities,  but  one  under  which  the  association  may  be  promptly 
restrained  from  doing  any  act  that  will  oppress  the  public. 

CONVENTION  PROMISES,  ETC. 

Both  the  Republican  and  Democratic  national  conventions  promised  the  farm- 
ers legislation  that  would  permit  them  to  form  these  associations,  and  practi- 
oilly  every  civilized  country  permits  their  successful  operation.  Congress 
oQlit  to  pass  appropriate  legislation  for  that  purpose.  The  bill  passed  by  the 
House  has  the  unanimous  indorsement  of  farm  organizations. 
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Senator  Lenroot.  Now,  what  I  am  getting  at  here  is  this :  Under 
this  amendment  it  is  possible,  at  least,  that  you  would  still  be  sub- 
ject to  the  same  harassing  and  danger  of  indictment  upon  a  charge 
that  you  were  attempting  to  create  a  monopoly  through  your  cor- 
poration, although  none  would  be  created  in  fact.  But  if  this  is 
amended  so  that  it  would  only  leave  the  Sherman  law  applying  to 
actual  monopoly,  I  would  like  your  view  of  it. 

Mr.  Campbell.  Well,  that  leaves  it  where  we  are  at  all  times  sub- 
ject to  a  district  attorney  in  New  York  City  or  Chicago  or  any  other 
place;  and  you  gentlemen  know  what  that  means  to  the  farmer  to 
say,  "  Here,  you  are  in  a  cooperative  organization  and  every  mem- 
ber of  that  cooperative  organization  and  you,  Mr.  Farmer — ^not  jonv 
officers,  but  you  individually — ^are  liable  to  be  haled  into  the  United 
States  court — perhaps  hundreds  of  miles  away — ^to  defend  yourself 
against  a  charge  that  you  are  a  member  of  a  monopoly — a  monopoly 
that  you  don't  know  anything  about,  only  that  you  are  a  member 
of  it.'*' 

Senator  Lenroot.  That  is  another  point.  But  you  agree,  do  you 
not,  that  criminal  laws  that  exist  to  prevent  the  creation  of  a  mo- 
nopoly ougjj^t  not  to  exempt  any  class  from  the  operation  of  that  law? 

Mr.  Campbell.  You  were  not  in.  Senator,  when  I  began  my  re- 
marks. I  do  not  want  to  repeat  them,  but  we  are  not  asking  any 
privileges. 

Senator  Lenroot.  That  is  what  I  ain  getting  at. 

Mr.  Campbell.  Let  me  say  the  discrimination  exists  in  the  Clayton 
Act  and  not  in  the  Sherman  Act.  That  is  where  the  discrimination 
is.  We  are  asking  that  the  road  be  cleared,  that  is  all.  If  we  have 
the  same  privileges  that  corporate  stockholders  have,  we  will  be  sat- 
isfied ;  that  is  all  we  ask,  that  we  have  the  same  privileges  that  cor- 
porate stockholders  have. 

Senator  Lenroot.  I  think  you  ought  to  have  that.  That  has  been 
my  position  all  along,  that  you  should  have  the  same  privileges  as 
the  stockholders  of  a  corporation  have.  But  if  a  corporation  is  a 
monopolj^  it  is  still  subject  to  the  Sherman  law,  although  it  is  a 
corporation. 

Mr.  CA3rPBELL.  Yes,  but  the  stockholders 

Senator  Lenroot  (interposing).  And  any  stockholder  who  is  guilty 
of  bringing  about  a  monopoly  is  also  guilty.  The  stockholders  who 
are  not  guilty,  of  course,  can  not  be  held. 

Mr.  Campbell.  Yes,  Senator ;  but  what  we  want 

Senator  Lenroot  (interposing).  Now,  are  you  not  going  beyond 
the  rights  of  stockholdei^s  of  corporations  when  you  ask  that  you  be 
exempted  from  the  Sherman  law  for  a  complete  monopoly? 

Mr.  Campbell.  We  are  exempt  now  if  the  law  means  what  it  says. 
AVe  are  asking  that  a  clarification  be  made  under  the  Clayton  Act. 
It  is  the  Clayton  Act  that  brings  us  in ;  not  the  Sherman  Act. 

Senator  Lenroot.  You  do  not  mean  that  you  are  exempt  under 
the  Slierman  law,  where  the  members  of  an  organization 

Mr.  Campbell  (interposing).  No;  I  mean  that  agriculture  is 
exempt.  I  think  our  cooperative  organizations  wuold  be  exempt 
under  the  Clayton  Act. 

Senator  McNart.  Have  you  capital  stock? 

Mr.  Campbell.  No  ;  that  Chicago  cooperative  organization  has. 

Senator  McNary.  Is  your  concern  conducted  for  profit? 
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\fr.  Campbell.  No;  not  at  all. 

Senator  McNary.  Is  it  your  idea  that  you  should  divide  the  earn- 
in<rs  among  the  members  of  the  organization  and  tliereby  exempting 
them  from  the  payment  of  charges  that  the  management  of  other 
organizations  may  entail  ? 

Mr.  Casipbell.  Yes,  sir. 

Senator  McNary.  Then  it  is  a  profit  that  you  divide  ? 

ilr.  Campbell.  It  is  not  a  profit ;  it  is  a  saving  of  expense,  possibly. 

Senator  Lenroot.  It  is  the  same  thing  as  a  corporation  which  does 
business  for  the  profit  of  the  stockholders  ? 

Mr.  Campbell.  In  effect  ? 

Representative  Ten  Eyck.  Is  it  not  a  fact  that  your  idea  under  this 
law  is  to  clarify  the  law  so  that  the  farmer  can  cooperate  for  eco- 
nomical distribution  of  his  product  and  thereby  put  upon  the  market 
the  farmers'  produce  at  a  reasonable  return  to  him  and  at  a  reason- 
able price  to  the  consumer? 

Mr.  Campbell.  Yes,  sir. 

Representative  Ten  Eyck.  What  the  farmer  to-day  is  up  against 
is  the  fact  that  the  Standard  Oil  Co.  can  make  a  price  on  the  oil  and 
nobody  attacks  it  on  the  price  it  makes,  but  when  the  farmer  organ- 
izes he  is  attacked  by  the  district  attorneys  and  arrested  for  at- 
tempting to  create  a  nionopolv  ? 

^Ir.  Campbell.  That  is  right.  Let  me  speak  of  the  corporations  a 
minute.  Let  us  take  Mr.  Rockefeller;  you  spoke  of  the  Standard  Oil 
Co.,  and  let  me  speak  of  Mr.  Rockefeller  and  what  he  is  doing.  He 
is  displacing  to-aay  the  middleman;  he  is  distributing  his  oil  direct 
to  the  consumer.  On  every  corner  you  see  his  own  distributing 
stations  where  he  distributes  direct  to  the  consumer.  He  is  running 
pipe  Unes  to  get  rid  of  paying  the  railroad  rates. 

You  take  Henry  Ford.  He  is  now  running  a  line  of  boats  through 
the  river,  lake,  and  canal  to  the  seaboard  with  his  products. 

Senator  McNary.  And  he  is  running  a  railroad,  too. 

Mr.  Campbell.  Yes;  and  he  wants  to  reduce  the  prices  to  the  con- 
sumers of  the  country,  and  they  will  not  let  him.  He  would  like  to 
ship  coal  to  the  people  of  Detroit,  and  in  that  country  for  a  less  price, 
less  freight,  and  they  will  not  let  him  do  it. 

I  tell  you,  gentlemen,  the  conditions  are  such  to-day  that  something 
must  be  done.  We  believe  we  are  asking  in  this  bill  something  that 
will  be  beneficial.  We  do  not  think  it  is  the  most  perfect  bill  that 
could  be  drawn  perhaps.  The  discrimination  was  made,  as  I  said, 
•*^nator,  when  these  acts  were  passed.  The  farmer  can  not  come 
nnder  the.  act  as  Mr.  Rockefeller  does,  and  as  Henry  Ford's  corpora - 
tion  does.  We  are  absolutely  barred  from  that  medium  that  was 
?iven  to  every  other  industry  in  this  country,  except  agriculture. 
And  now  we  come  to  ask  this,  and  we  beg  of  you  to  give  us  some- 
thing substantial. 

Senator  Lenroot.  I  agree  that  you  should  have  the  same  rights  as 
the  stockholders  of  corporations.  But  we  do  not  give  the  stock- 
holders of  corporations  the  right  to  create  a  monopoly. 

Mr.  Campbell.  No;  but  they  have  got  it. 

Senator  Lenroot.  But  we  do  not  grant  the  right  under  the  law. 

Mr.  Campbell.  No;  I  admit  that.  But  we  are  asking  for  relief, 
and  are  saying  what  no  other  industry  in  this  country  has  said;  no 
other  industry  in  this  country  has  said  to  the  Congress  and  to  the 
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people  tlirougli  their  representatives  in  legislative  bodies,  "  Here  we 
are ;  here  is  our  industry,  we  want  to  cooperate  to  sell  our  stuff  to  the 
consumers,  and  we  want  to  cooperate  so  that  we  can  ssll  to  better 
advantage.  Now,  Mr.  (iovernment,  we  are  willing  to  sell  our  pro- 
duce to  the  people,  and  you  may  investigate  us  at  any  time,  and  if 
you  believe  that  we  are  undertaking  to  unduly  enhance  the  price  or 
to  create  a  monopoly,  and  you  think  we  are  doing  that,  you  call  iis 
in  and  give  us  a  chance  to  be  heard  before  we  are  arrested  and  taken 
into  the  courts;  before  we  are  haled  liefore  the  courts  in  criminal 
cases,  under  criminal  laws.  Give  us  a  chance  to  be  heard,  and  let  the 
Secretary  of  Agriculture  make  any  rules  or  regulations  that  are 
necessary,  and  let  liim  make  his  findings,  and  if  we  do  not  follow 
them  then  turn  us  over  to  the  courts.'' 

Senator  Lenroot.  Are  you  willing  to  substitute  the  Federal  Tratle 
Commission  for  the  Secretary  of  Agriculture?  The  reason  I  suggest 
that  is  that  he  represents  the  producer,  primarily. 

Mr.  Campbell.  I'll  tell  you  why  we  asked  for  the  Secretary  of 
Agriculture  here.  This  is  the  logical  place  for  it,  because  the  Secre- 
tary of  Agriculture,  through  a  series  of  long  years  of  investigatioi'^j 
and  at  an  expense  of  millions  of  dollars  to  the  people  of  this  country, 
knows  about  the  cost  of  production,  and  through  all  the  avenues  they 
have  at  hand  they  have  made  investigations  and  know  these  things; 
through  the  county  agents — the  agricultural  agents  of  the  country  and 
the  Agiicultural  Department — has  the  means  of  investigating  thit 
w  ould  save  both  the  Government  and  the  farmers  the  expense  of  such 
an  investigation  as  possibly  the  Federal  Trade  Commission  would 
want  to  make.  They  have  not  the  means  up  there  for  investigation. 
If  a  complaint  should  be  made  to  the  Federal  Trade  Commission, 
what  would  they  do  ?  Here  is  a  farmers'  cooperative  association  that 
complaint  says  should  be  investigated.  The  Federal  Trade  Commis- 
sion would  have  to  start  in  ab  initio  to  investigate.  The  Department 
of  Agriculture  has  practically  everything  in  the  Department  of  Agri- 
culture to  make  the  investigation,  and  has  the  information.  And  we 
must  assume  that  these  departments,  the  Department  of  Agriculture 
and  the  other  departments,  would  be  honest ;  that  the  Department  of 
Agriculture  would  be  as  honest  in  its  investigation  as  the  Federal 
Trade  Commission  or  the  Interstate  Commerce  Commb^ion  is  in 
investigating  the  railroads. 

Senator  Lenroot.  Right  there,  Mr.  Campbell,  suppose  we  take  th'5 
as  the  entering  wedge  and  apply  to  industry  generally  the  remedy 
you  suggest  here,  would  the  farmers  like  to  have  the  representatives 
of  the  manufacturers  make  the  investigation  with  reference  to  a  mo- 
nopoly of  agricultural  machinery;  would  the  farmers  like  to  have 
them  regulate  the  prices  of  harvesters,  and  so  on? 

Mr.  Campbell.  \Ve  do  not  think 

Senator  Lenroot  (interposing).  I  am  speaking  of  the  law — of 
future  legislation. 

Mr.  Campbell.  No;  I  am  not  so  certain  of  that.  I  think  we  would 
be  much  better  off 

Senator  Lenroot  (interposing).  The  point  I  am  makin^^  now  is 
this:  Would  the  farmers  like  to  have  the  representatives  of  the 
manufacturing  industry  have  the  sole  right  to  regulate  prices? 

Mr.  Campbell.  No. 
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Senator  Lenrck)t.  Would  not  the  consuming  public  have  a  right 
to  be  represented  in  an  investigation  of  the  farming  industry? 

Mr.  Campbeix.  I  am  an  admirer  of  the  Federal  Trade  Commi.ssion. 
I  do  not  know  that  they  have  done  very  much.  They  liave  made 
many  reports,  but  I  do  not  believe  they  have  regulated  very  much, 
but  not  through  their  fault,  perhaps. 

Why,  gentlemen,  it  strikes  me  that  this  very  measure  we  have 
here — I  may  be  wrong — but  it  strikes  me  that  this  is  sj  fundamental 
that  it  will  solve  unnumbered  problems  that  you  have  here  in  Con- 
gress to-day  if  you  will  give  the  farmers  the  right  to  go  ahead  and 
provide  for  self  help  in  banking  and  financing  and  everything.  The 
only  business  I  have  is  farming.  I  am  not  a  dirt  farmer,  but  I  have 
l)een  a  farmer,  and  it  is  the  only  active  interest  I  have.  But  I  could 
not  live  if  I  did  not  have  some  other  way  of  supporting  myltlf.  I 
am  interested  in  banks — some  four  or  five  different  banks.  But  I 
can  see  how  some  of  the  problems  you  have  here  could  almost  be 
solved  by  this  very  basic  law. 

Take  credit.  The  individual  farmer  may  not  be  deserving  of 
credit.  The  bank  may  say  he  has  got  100  bushels  of  wheat,  but  the 
bank  does  not  want  to  bother  with  a  chattel  mortgage  on  it,  and  will 
not  lend  him  money;  but  if  we  get  together  cooperatively  the  coop- 
erative association  will  loan  on  that  100  bushels  of  wheat.  When  the 
farmers  can  cooperate  to  store  their  grain  or  their  products,  if  it  is 
necessary  to  do  so,  they  ought  to  be  entitled  to  hold  them  for  a  little 
l)etter  prices  if  they  want  to.  They  ought  to  be  entitled  to  do  that 
just  as  the  corporation  holds  its  products  for  better  prices.  The 
farmers  ought  to  have  the  same  privilege.  I  think  it  would  solve 
unnumbered  problems  if  we  had  that  right. 

Senator  Lenroot.  I  agree  with  you  about  that;  but  still  you  are 
asking  greater  privileges  than  are  given  to  the  corporations.  That  is 
what  IS  troubling  me. 

Mr.  Campbeix..  What  I  believe  was  the  thought  of  the  men  who 
passed  the  Clayton  Act  and  the  Sherman  Act  was  that  they  never 
thought  of  any  such  thing  as  agriculture  being  affected  by  it,  and 
the  Clayton  Act  expressly  exempted  them. 

Cooperation  among  the  farmers — among  the  peasantry  of  this 
^untry — is  just  as  essential  as  it  is  in  any  other  country  in  the  world. 
If  Kussia  had  been  allowed  to  organize — if  the  peasantry  of  Russia 
had  been  allowed  to  organize — Russia  would  have  been  saved,  in  my 
opinion,  from  some  of  the  calamities  that  are  happening  there  now. 
It  is  the  unorganized — the  mob — that  we  have  to  fear. 

And  we  think  that  if  mistakes  should  be  made — if  they  are  being 
made  now — if  the  farmer  in  the  distant  future  should  make  a  mis- 
take or  become  overstrong — an  impossible  assumption — under  this 
law,  Congress  is  constantlv  in  session,  and  in  a  month's  time  it 
could  be  corrected.  But  after  all  these  long  years  must  we  be  put 
off  and  put  off  because  we  think  we  can  foresee  some  possible  phantom 
that  may  arise  in  the  future?  I  may  be  wrong  about  it,  but  I  know 
our  farmers  are  united  all  over  the  country.  There  isn't  anything  we 
want  so  much  as  this  thing — as  a  free  hand  to  help  ourselves — to  de- 
fend ourselves.  We  can  start  the  wheels  moving  in  this  country. 
The  farmer  equals  two  other  average  consumers  of  manufactured 
products. 
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Representative  Ten  Eyck.  Your  idea  is  this,  that  under  the  pres- 
ent law  big  business  has  been  permitted  to  buy  up  a  lot  of  other 
businesses  and  incorporate  and  carry  their  production  to  the  con- 
sumer ? 

Mr.  Campbell.  Yes,  sir. 

Kepresentative  Ten  Eyck.  In  agriculture  you  are  scattered  all  over 
the  country,  and  it  is  impossible  for  you  to  come  in  in  a  large  cor- 
poration  

Mr.  Campbell  (interposing).  We  can  not  do  it. 

Representative  Ten  Eyck.  And  what  you  need  is  cooperation  to 
do  what  the  corporations  are  doing  to-day  ? 

Mr.  Campbell.  Yes,  ^r. 

Representative  Ten  Eyck.  So  that  in  time  the  surplus  of  produc- 
tion can  be  properly  handled;  that  you  can  arrange  among  your- 
selves to  turn  that  surplus  into  a  by-product — in  the  case  of  milk, 
for  instance,  into  butter  and  cheese — and  other  production,  to  hold  it 
until  there  is  a  demand  for  it  for  consumption  ? 

Mr.  Campbell.  Yes;  and  there  are  a  thousand  and  one  things  that 
we  could  do. 

Senator  Lenroot.  I  am  entirely  in  sympathy  with  giving  the  farm- 
ers a  right  to  do  cooperatively  anything  a  corporation  can  do,  but 
from  there  on  is  where  I  am  in  trouble. 

Mr.  Campbell.  It  is  from  there  on,  when  you  put  in  the  proviso 
that  this  shall  not  be  construed  to  exempt  them  irom  the  Sherman 
law 

Senator  Lenroot  (interposing).  I  am  not  in  favor  of  the  amend- 
ment as  it  stands. 

Mr.  Campbell.  But  the  Clayton  law,  that  is  all  in  the  world  these 
fellows  would  want. 

Senator  Lenroot.  I  agree  that  as  this  amendment  stands  it  would 

firevent  you  from  doing  the  things  that  corporations  can  law- 
ully  do. ' 

Mr.  Ca3ipbell.  Yes.  sir. 

Senator  Lenroot.  But  I  do  not  see  as  a  legislator  how  we  can  give 
you  greater  rights  then  the  corporations  lawfully  have. 

Mr.  Campbell.  I  do  not  think  we  are  getting  them.  That  is  what 
I  can  not  quite  see,  Senator.    The  best  lawyer 

Senator  Lenroot  (interposing).  Well,  we  do  not  give  a  corpK)ra- 
tion  a  right  lawfully  to  carry  on  a  monopoly. 

Mr.  Campbell.  They  are  all  doing  it. 

Senator  Lenroot.  I  am  speaking  of  the  law. 

Mr.  Campbell.  There  is  scarcely  any  corporation  that  is  not  doing 
it.  Tlie  farmer  can  not  take  his'  eggs  to  market  but  he  finds  that 
there  is  a  monopoly  created  against  him.  If  he  takes  his  eggs  to 
market,  he  will  find  that  that  very  morning  there  had  been  a  monop- 
oly created  among  the  merchants;  they  have  passed  the  word  around 
how  much  they  will  pay  for  eggs  and  so  niuch  for  buttei.  Every- 
thing is  monopolized  in  this  country,  practically,  and  the  farmer  is 
the  only  fellow  that  is  on  the  outside.  And  we  are  willing  to  be  regu- 
lated; we  are  willing  to  be  controlled;  we  are  willing  to  *iave  an 
examination  made,  as  I  say.  And  we  are  the  only  industry'  that  is 
willing  to  do  that.  Where  is  there  a  corporate  industr?  in  this 
country  that  is  willing  to  do  what  we  are  doing  in  this  bilt?  There 
is  not  one,  not  one  of  them. 
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Senator  Capper.  There  is  no  chance  of  the  fanners  creating  a 
monopoly,  it  seems  to  me. 

Mr.  Campbell.  There  isn't  any.  Take  the  situation  in  Chicago*. 
There  are  23,000,000  cows  in  the  United  States.  Within  500  miles 
of  Chicago  there  are  10,000,000  cows.  New  York  is  m  the  con- 
crested  area  of  population  in  this  country,  and  yet  they  are  only 
consuming  whole  milk  there  to  the  extent  of  about  40  per  cent — a 
little  over  40  per  cent  in  the  area  of  New  York — only  40  per  cent 
is  being  consumed  as  whole  milk.  The  rest  of  it  goes  into  butter 
and  cheese  and  other  milk  products,  and  that  is  an  illustration  that 
Senator  Walsh  uses. 

^Tiy,  it  is  an  absolute  impossibility,  gentlemen ;  but  we  ask  you  to 
let  us  have  a  trial,  and  if  we  do  not  then  do  the  right  thing  you  can 
change  it.     We  know  what  we  can  do. 

May  I  use  a  homely  illustration?  This  is  familiar  to  all  of  you, 
if  you  live  in  a  small  country  city.  The  farmers  do  cooperate  in 
mutual  insurance  on  their  buildings.  The  trust  stock  fire  insur- 
ance rate  in  this  country  is  70  cents  per  hundred  per  year  on  the 
average  farm  buildings.  The  farmers  are  carrying  it  cooperatively 
at  30  cents  a  hundred  and  paying  all  their  expenses.  In  my  State 
alone  they  are  saving  themselves  $2,000,000  a  year  just  in  fire  insur- 
ance rates  alone.  Wliy,  your  fire  stock  insurance  companies — if  Con- 
gress wants  to  do  something  it  should  get  after  them.  Eight  hun- 
dred million  dollars  every  year  collected  by  them  in  premiums,  and 
they  are  paying  back  only  $300,000,000  in  losses.  An  $800,000,000 
insurance  trust.  I  do  not  believe  that  the  fellows  that  met  down  in 
(incinnati  three  or  four  or  five  weeks  ago  have  ever  come  to  Wash- 
injrton,  but  they  have  a  $250,000  educational  fund  raised  to  defeat  this 
Volstead  bill.  They  say  so  openly.  I  don't  know  where  they  are  to 
have  their  schoolhouses.    They  say  it  is  for  educational  purposes. 

Senator  Lenroot.  Just  what  is  that? 

Mr.  Campbell.  The  middlemen.  It  was  all  through  the  press; 
you  saw  it. 

Representative  Funk.  The  grain  exchanges? 

Mr.  Campbell.  Yes;  to  shoAv  just  where  it  begins.  I  am  becom- 
ing as  well  informed,  or  misinformed,  as  I  can  be  by  reading  the 
Congressional  Becord,  and  I  have  done  it  for  years.  There  are 
many  things  that  could  be  done,  but  this  is  fundamental.  This  is 
not  the  only  thing  the  farmers  want.  This  is  the  thing,  however, 
that  both  political  parties  have  promised  we  should  have.  It  is  Avhat 
they  said  we  should  have.  President  Harding  has  said  we  should 
have  it.  We  do  not  know  why  we  should  be  denied.  We  would  like 
to  have  a  trial.  The  farmers  can  not  come  down  here  in  large  num- 
l)ers  to  Congress. 

Senator  McNahy.  I  think  we  are  all  with  you,  but  the  question  is 
how  far  to  go. 

Mr.  Campbell.  These  jokers  that  they  leave  in  the  bills  leave  a 
good  deal  for  the  middlemen  and  answer  the  full  purpose  of  our 
enemies. 

Senator  McNary.  I  do  not  think  you  could  get  a  dozen  votes  in 
the  Senate  for  this  provision  that  is  found  on  page  5. 

Senator  Lenroot.  I  think  it  should  be  clarified ;  but  that  does  not 
follow  that  there  should  not  be  some  amendments. 
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Mr.  Campbell.  May  I  speak  of  one  other  little  thin*??  There  is 
an  omission,  I  am  sure,  on  the  part  of  the  House.  It  affects  our 
dairy  matters.  I  would  like  to  have  you  think  of  it  when  you  come 
to  your  consideration  of  the  tariff  bill.  We  asked  for  a  lO-cent 
tariff  on  butter — I  am  not  going  into  that  very  fully — because  that 
will  come  up  before  the  Finance  Committee. 

Senator  McXary.  On  butter  fat? 

Mr.  Campbell.  Yes;  we  asked  for  10  cents,  and  they  gave  us  S. 
We  are  not  kicking  so  much  about  that.  But  when  they  came  to 
cream — you  know  now  the  centralizers  can  take  cream  in  almost  any 
stage  of  its  existence  and  neutralize  it  and  make  butter  of  it.  They 
can  ship  it  across  the  ocean  or  they  can  ship  it  in  quantities  across 
from  Canada,  put  in  some  limewater  and  neutralize  it,  and  when 
they  get  it  here  churn  it,  and  they  can  do  that  for  3  cents  a  pound; 
to  neutralize  it  and  the  tariff  and  all  would  not  amount  to  3  cents. 
But  tliey  put  5  to  10  cents  a  pound  on  cream.  We  do  not  know  that| 
the  centralizers  did  that.  I  am  sure  that  the  committee  itself  liadi 
no  thought  that  anything  of  that  kind  was  being  worked  out.  Wei 
would  like  to  have  that  correction  made. 

Senator  Ivenkoot.  You  should  bring  that  to  the  attention  of  the 
Finance  Committee  of  the  Senate. 

Mr.  Campbell.  Yes;  I  think  they  will  correct  it.  I 

The  Chairman.  Are  there  anv  further  questions  to  be  asked  ofj 
Mr.  Campbell?  *  i 

Senator  Lenroot.  Yes,  Mr.  Cliairman;  I  want  to  ask  on  anotherj 
line.  Are  vou  interested  in  this  iilled-milk  proposition,  Mr.  C'am|)- 
bell?  '  I 

Mr.  Campbell.  Yes;  very  much  interested.  I 

Senator  Lenrocit.  Would  you  like  to  say  anything  to  this  com^ 
mittee  about  that? 

Mr.  Campbell.  I  Avould  like  to;  yes.  I  am  not  an  exj)ei-t  or  sci- 
entist on  this  proposition,  but  I  would  like  to  say  that  it  is  to-day 
very  threatening.  It  is  nothinjr  but  a  fraud,  of  course.  They  are 
selling  this  stuff  under  the  guise  of  milk.  As  we  all  understand,; 
they  take  out  the  butter  fat  and  cream,  and  then  put  in  the  vegetablei 
oils;  and  while  it  Avill  not  kill  anybody,  it  would  starve  a  baby  ti:^ 
death,  and  mothers  buy  it  and  use  it,  when  they  find  it  on  the  shelves^ 
because  they  can  buy  it  for  2  or  3  cents  a  can  less.  And  it  is  ai 
fraud — merely  a  sAvindle — that  is  all. 

Senator  Lenroot.  Which  bill  does  your  association  favor? 

Mr.  Campp>ell.  We  favor  them  both.  I  mean  there  is  good  ini 
either  one  of  them.  The  Voigt  bill  is  the  one  we  want  passed;  tliel 
one  that  has  already  passed  the  House  committee — that  was  pa^eti 
favorably  by  the  committee. 

Senator  trEXRcxyr.  Has  your  counsel  examined  the  Voigt  bill  ? 

Mr.  Campbell.  Yes,  sir. 

Senator  Lenroot.  Does  vour  counsel  believe  that  it  is  eonstitu- 
ti(;nal? 

Mr.  Ca:>ipbell.  Yes;  Ave  do.  If  the  oleomargarine  proposition  is 
good,  we  think  it  is. 

Senator  Lenroot.  Is  that  the  Voigt  bill? 

Mr.  Campbell.  Yes,  sir. 
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Senator  Le^r(k,t.  In  that  bill  there  is  this  element  that  I  wonder 
if  yoiircoimsel  has  considered,  in  the  matter  of  fraud  involved  In  the 
oleomargarine 

Mr.  Ca3ipbell  (interposing).  I  appreciate  there  is  a  tax  there. 

Senator  Lenrckjt.  Xo  ;  but  I  mean  Congress  has  no  power  to  le<ris- 
lute  aofainst  a  healthful  product  that  is  not  accompanied  by  fraud. 

Mr.  Campbpxl.  Yes. 

Senator  Lexroot.  I  just  called  your  attention  to  it  because  very 
able  counsel  have  rendered  opinions  that  it  is  not  constitutional,  ami 
I  am  of  that  opinion.  I  do  not  think  it  would  help  your  industry  to 
^0  into  a  loner  struir^le  throuorh  the  courts  on  that  subject.  I  am  in 
favor  of  the  tax  bill. 

Mr.  Campbell.  We  have  been  of  the  opinion  that  it  would  be  con- 
stitutional, and  our  ccmnsel  has  told  us  that  it  is  a  fraud. 

Senator  Lenroot.  But  it  is  not  a  fraud. 

Mr.  Ca^ipbell.  It  is  a  fraud  in  that  it  is  counterfeiting  a  food. 
It  is  even  more  dangerous  than  counterfeit  money,  we  believe,  very 
much  more  dangerous  to  the  public,  because  it  is  bought  for  milk; 
although  it  may  say  on  the  can  that  it  is  not  for  baby's  milk,  it  is 
bought  as  milk,  anil  it  is  on  the  grocer's  shelves  as  milk,  and  it  is 
intended  to  be  sold  as  milk.  They  keep  the  skimmed  milk  in  it. 
And  it  is  dangerous  to  the  public  health.  I  think  it  should  have  the 
jjkull  and  crossbones  on  it. 

Senator  Lexroot.  I  just  wanted  to  say  that  I  think  your  associa- 
tion is  hurting  itself  and  wasting  its  time  on  this  bill  instead  of 
putting  its  efforts  on  the  tax  bill. 

Mr.  Campbell.  If  they  will  put  enough  tax  on  it  to  kill  it. 

Senator  Lexroot.  Of  course. 

Mr.  Campbell.  But  to  put  a  1-cent  revenue  on  it  might  make  a 
^ood  revenue  measure,  but  it  would  help  to  destroy  a  needed  industry 
and  menace  the  life  of  innocent  babes. 

Senator  Lex^root.  It  should  be  the  same  as  oleomargarine. 

Mr.  Campbell.  I  say  we  want  to  kill  it,  and  we  do  not  care  how  it 
is  killed  if  it  can  be  effectively  done,  because  we  believe  it  is  a  danger- 
ous thing.  And  so  do  all  the  scientists  believe  it,  because  it  is  a 
counterfeit  that  is  bad  and  certainly  is  a  dangerous  one. 

Senator  Lex^root.  I  think  your  opponents  would  very  much  rather 
have  the  bill  that  has  been  reported  passed,  because  they  think  it  is 
safe. 

Mr.  Campbell.  Because  you  think  it  would  be  held  unconstitu- 
tional? 

Senator  Lexroot.  Yes. 

Mr.  Campbell.  I  would  not  want  to  say  about  that. 

The  Chair3Ian.  If  there  is  nothing  further,  we  are  very  much 
obliged  to  you,  Mr.  Campbell,  for  your  statement. 

llr.  Campbell.  There  are  several  other  things  I  had  in  mind  to 
say,  but  I  will  not  take  your  time  to  say  them  now. 

The  Chairman.  The  committee  will  now  hear  Mr.  Atkeson,  the 
representative  of  the  National  Grange. 
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STATEMENT  OF  MR.  T.  C.  ATKESON,  WASHINGTON  EEPRESENTA- 
TIVE  OF  THE  NATIONAL  GRANGE. 

Mr.  Atkesox.  Mr.  Chairman  and  gentleman  of  the  commission, 
my  name  is  T.  (\  Atkeson;  1  am  the  Washington  representative  of 
the  National  Granire. 

I  have  been  out  of  Washington  for  the  last  f(mr  or  five  weeks, 
and  I  feel  that  I  have  received  some  i)enefit  from  an  actual  contact 
with  the  people  who  are  in  the  country  farming  the  farms,  and  I 
have  even  helped  to  do  some  of  the  work  in  the  hay  field- 
When  I  am  in  Washington  I  am  representing  the  oldest  farm 
organization  in  the  country,  now  over  a  half  century  old,  with  some- 
where near  a  million  members  and  with  representatives  in  35  of 
the  48  States  of  the  T'^nion,  reaching  from  Maine  to  California  an<l 
as  far  south  as  North  Carolina,  and  in  all  the  States  between,  ex- 
cept a  few  of  the  southern  cotton  States,  and  from  Arizona  and 
New  Mexico  and  Nevada  and  a  few  of  the  Southwestern  States. 

Now,  this  organization  has  in  its  membership  people  engaged  in 
every  line  of  agricultural  industry.  We  are  not  dairymen  alone  or 
live-stock  producers  or  wheat  pioducers  or  the  producers  of  any 
single  line  of  agricultural  product.  Kepresentatives  of  our  organi- 
zation meet  practically  every  week  in  the  year,  holding  annually 
about  200,000  farm  9rganization  meeting  in  this  country.  And 
then  State  organizations  meet  annually,  and  representatives  from 
the  State  organization  attend  the  national  organization  meetings. 
There  come  up  to  the  national  organization  meetings  from  these 
subordinate  organizations  and  from  tlie  State  organizations  for 
decision  the  financial  and  economic  que.-tions  that  have  been  dis- 
cussed in  their  various  meetings.  Our  organization  is  built  from 
the  country  up.  It  could  have  no  higher  organization  without  the 
lower. 

When  w^e  met  in  Boston  last  November  we  had  in  that  meeting 
probably  not  less  than  15,000  farmers —the  most  farmers. that  ever 
were  assembled  on  one  occasion  in  the  United  States.  Now,  it  is 
just  as  easy  to  say  15,000  as  it  would  be  to  say  5,000,  and  sometimes 
some  of  us  in  our  enthusiasm  oversize  the  fact,  but  our  organization 
is  a  fraternity.  Men  take  the  four  subordinate  degrees  in  the  local 
organization.  They  take  the  fifth  and  sixth  degrees  in  the  State 
organization  and  the  seventh  in  the  national  one. 

Now,  the  people  who  take  that  seventh  degree  pay  a  fee,  and  at 
this  Boston  meeting  we  conferred  that  seventh  degree  on  a  class 
of  9,8:^8  peo[)le.  There  w^as  no  guess  about  that.  We  got  their 
money,  and  their  names  are  published  in  the  record.  That  many 
people  were  there,  and,  as  other  lodges  would  say,  when  they  take 
the  degree  they  went  as  high  as  they  could  get,  and  we  have  given 
you  the  exact  number  of  people  ui)on  whom  this  degree  was  con- 
ferred. Now,  we  know  there  were  between  5.000  and  10,000  people 
in  that  city  members  of  our  organization  who  had  received  this 
degree  before.  So  we  think  it  very  conservative  to  say  there  were 
anywhere  from  15,000  to  20.000  farmers  and  farm  representatives  in 
that  meeting. 

I  think  it  only  fair  to  say  this  about  this  organization,  because  it 
is  not  a  product  of  the  present  condition.  It  was  in  lar^e  measiire 
a  product  of  the  conditions  which  folloAved  the  Civil  War,  having 
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been  couceived  and  organized  in  1866  and  1867,  when  the  country 
was  confronted  with  more  or  less  similar  conditions  to  those  \yith 
which  we  are  now  confronted.  • 

This  organization  has  continued  to  function  every  year  and  every 
week  in  the  year  since  1866,  and  it  has  been  a  student  of  these  agri- 
cultural problems  in  every  detail.  It  has  been  most  closely  related 
to  the  actual  farmer  on  the  farm,  but  it  has  had  a  broader  State- 
wide standpoint  and  a  national  standpoint. 

Now,  some  of  us  grangers  think  that  because  of  the  necessity  of 
studying  these  questions  in  this  old  organization  that  we  have 
reached  conclusions  that  are  at  least  sane  and  rational  and  worthy 
of  consideration  on  the  conditions  that  now  confront  agriculture. 

I  have  been  a  member  of  this  organization  for  41  years  last  May, 
and  I  have  come  in  contact  with  it  through  its  local  branches  all  the 
way  up  through  the  State  and  national  organizations.  For  24  years 
I  was  the  head  of  the  organization  in  my  State  and  declined  a  reelec- 
tion last  November  because  I  thought  it  was  more  important  to  loaf 
around  Washington  to  see  what  you  people  think  about  than  to  spend 
any  more  time  as  the  head  of  the  organization  in  my  State.  Of 
course  I  have  been  more  or  less  intimately  identified  with  the  na- 
tional organization  during  these  41  years. 

While  I  was  down  at  my  farm  in  actual  contact  with  farming 

froblems  I  felt  that  I  was  a  real  farmer ;  when  I  am  in  Washington 
may  be  a  lobbyist  or  anything  else  anybody  chooses  to  call  me. 
But  I  have  never  felt  that  I  was  here  for  any  purpose  except  to 
deliberately  discuss  the  propositions  that  affect  agriculture  fairly 
with  the  representatives  of  all  parties  and  with  all  sections,  with  the 
broad  purpose  of  a  common  good,  and  for  no  other  purpose ;  that  is, 
I  have  no  ulterior  purpose.  ^ly  little  salary  is  paid  by  the  farmers 
who  belong  to  this  organization,  and  the  entire  expense  of  the  main- 
tenance of  my  office  in  this  city — and  we  have  comfortable  office 
rooms  and  would  be  glad  if  you  people  would  come  down  and  see 
us— the  total  cost  to  the  farmer  members  of  our  organization  is  just 
about  1^  cents  apiece.  So  we  are  not  a  very  burdensome  institution. 
The  total  support  of  that  office  last  year  was  about  $6,000.  This  year 
it  will  be  a  little  more,  because  we  put  in  some  better  furniture  and 
have  new  quarters  that  are  costing  us  a  little  more. 

I  am  in  Washington  now,  but  ever  since  I  was  born  I  have  been  a 
farmer,  and  I  operate  to-day,  in  partnership  with  my  second  son, 
who  is  a  graduate  of  our  agricultural  college,  the  farni  where  I  was 
born.  And  every  summer  since  I  was  born  I  have  spent  the  summer 
on  that  farm,  in  the  practical  operation  of  it,  except  summer  before 
last.  That  was  my  nrst  summer  in  Washington,  and  I  had  a  very 
interesting  time  trying  to  tell  you  Congressmen  what  to  do.  You 
always  pay  attention  to  what  I  say,  but  you  do  not  always  do  what 
I  ask  you  to  do. 

A  httle  group  of  farmers  in  my  country  town  were  at  the  post 
office  a  few  days  ago.  They  had  congregated  there  by  accident,  and 
some  rather  venturesome  statesmen  wanted  to  know  why  Congress 
did  not  do  something  to  relieve  the  agricultural  situation.  It  seomed 
to  be  up  to  me  to  answer  why  they  had  not  done  something.  That 
question  is  being  asked  froni  one  end  of  this  Nation  to  the  other. 
And  I  answered  it  by  saying  that  the  best  thing  Congress  does  from 
the  beginning  of  one  session  to  the  end  of  it — or  the  best  things  they 
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do,  to  change  it  to  the  plural — are  the  things  they  do  not  do.  And 
then,  to  illustrate  that,  I  gave  this  fact:  We  investigated  a  few  weeks 
ago  the  number  of  bills  that  h*ad  been  introduced  in  the  House  in  the 
interest  of  the  farmers  on  the  financial  side  of  various  propositions 
for  financing  the  farmers,  and  we  found,  I  think.  24  of  these  separate 
bills;  and  if  Congress  had  passed  all  of  those  bills  and  complied  with 
the  provisions  of  those  bills,  it  w  ould  have  taken  a  total  of 
$4,(}()0,00(),00(),  and  every  one  of  those  24  financing  propositions  was 
written  and  introduced  by  men  who  thought  that  that  particular 
measure  would  be  the  salvation  of  the  country.  There  are  perhaps 
more  in  the  Senate.  I  have  not  checked  those  up.  If  Congress  hail 
passed  all  of  those  bills,  it  would  have  been  practically  the  end  of 
sane  government  and  sound  finance.  Sa  the  most  important  thing 
that  Congress  can  do  this  session  in  the  way  of  financing  the  farmers 
wili  be  the  things  that  it  does  not  do,  judging  by  these  bills. 

Kepresentative  Sumni:rs.  Your  position  is  that  none  of  the  prop- 
ositions which  have  been  offered  for  mc»eting  the  present  emergency 
outrht  to  become  a  law  ? 

Mr.  Atkeson.  No:  I  do  not  mean  to  sav  that  none  of  them  are  good. 

Kepresentative  Sumxiirs.  No;  I  say.  (\o  you  moan  to  say  thiit  none 
of  those  propositions  that  are  pending,  or  that  have  been  introduced 
looking  to  relief  of  the  fannei*s  should  be  passed:  you  are  opposed 
to  all  of  them  ? 

Mr.  Atkeson.  In  the  24  there  are  so  many 

Kepresentative  Su-aixers  (interposing).  Perhaps  I  misunderstooil 
you. 

Mr.  Atkeson.  I  sav,  if  they  passed  all  of  them  it  would  prove  to 
be  a  calamity.  I  say,  behind  eveiy  one  of  those  bills,  somebody  thinks 
that  is  the  salvation  of  the  earth ;  somebody  had  to  get  it  out  of  his 
svstem,  and  it  gets  into  the  congressional  hopper,  and  it  is  put  up  to 
Congress  to  determine,  in  the  final  analysis,  after  the  best  thought 
they  can  give  to  it,  which  of  those  bills  should  be  passed  to  relieve  the 
situation.  It  may  be  that  some  one  of  those  bills  is  exactly  what  is 
needed.  But  it  makes  no  difference  which  one  does  not  pass,  some- 
body will  think  Congress  should  have  passed  that  one. 

Representative  Sumners.  I  think  I  must  have  misunderstood  you. 

Mr.  Atkeson.  Now,  I  think  we  w  ill  make  progress — I  do  not  want 
to  take  too  mucli  of  your  time — but  I  want  to  present  at  least  a  part 
of  what  I  wrote  when  I  was  at  my  farm,  out  of  this  heated  atmos- 
phere of  Washington. 

The  Chairman.  Mr.  Atkeson,  there  is  to  be  a  roll  call  in  the  House, 
which  the  Members  of  the  House  on  the  commission  should  answer. 
If  you  do  not  mind,  we  will  take  a  recf  ss  at  this  time  until  1.30  o'clock 
this  afternoon. 

Mr.  Atkeson.  That  is  perfectly  satisfactory  to  me. 

(Whereupon,  at  11  o'clock  and  45  minutes  a.  m.,  the  commission 
stood  on  recess  until  1.30  o'clock  in  the  afternoon  of  the  same  day.) 

AFTER  recess. 

The  commission  resumed  its  session  at  1.30  o'clock  p.  m.,  pursuant 
to  the  taking  of  recess. 

The  Chairman.  Mr.  Atkeson,  you  may  continue. 

Mr.  Atkeson.  Mr.  Chairman,  I  feel  sure  that  I  appreciate  as  fullv 
as  any  living  man  the  basic  and  far-reaching  importance  of  the  work 
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that  has  been  assigned  this  commission,  and  I  have  no  doubt  of  your 
conscientious  determination  to  solve  as  far  as  humanly  possible  the 
economic  conditions  and  problems  that  now  confront  American  agri- 
culture and  American  farmers. 

I  do  not  deem  it  necessary  to  dwell  at  great  length  upon  the  calami- 
tous situation  in  which  our  farmers  now  find  themselves,  for  much 
has  already  been  said  upon  that  subject  to  tliis  commission,  before 
w)ininittees  of  Congress,  upon  the  floor  of  both  Houses,  in  the  public 
pi-ess,  and  by  farmers  everywhere.  We  all  know  the  situation  is 
bad— very  bad.  But  it  is  a  condition  and  not  a  tlieory  that  confronts 
us,  and  we  are  hoping  that  you  gentlemen,  in  the  plenitude  of  your 
Wiisdom,  may  be  able  to  tell  us  what  we  are  going  to  do  about  it. 

Congress  is  sympathetically  hearing  the  farmers'  ilacedonian  cry^ 
ind  I  know  they  would  come  over  and  help  us  if  they  knew  how  to 
Jo  it.  I  will  say  that  since  my  close  contact  with  Congress  for  the 
last  three  years  I  have  come  to  respect  the  ability,  good  intentions 
ind  patriotic  purposes  of  the  average  Congressman  more  highly  than 
some  people  do.  In  many  instances  the  reason  they  don't  do  better 
than  they  do  is  because  they  don't  know  any  better.  I  am  sometimes 
persuaded  that  some  of  them  know  less  about  agriculture  than  about 
invthing  else. 

It  was  my  privilege  to  favor  the  appointment  of  this  commission, 
and  I  did  so,  upon  the  theory  that  Congress  was  groping  in  the 
dark  as  to  the  real  facts  in  regard  to  the  conditions  confronting 
i^iculture  as  compared  to  the  other  industries,  and  that  there  was 
I  general  feeling  m  and  out  of  Congress  that  something  must  be 
done  to  protect  and  promote  this  basic  industry,  upon  which  the 
perpetuity  of  our  institutions  and  the  prosperity  of  every  other  in- 
dustry so  largely  depends. 

Agriculture  has  passed  through  many  other  periods  of  depres- 
sion and  came  up  smiling.  I  am  optimistic  enough  to  believe  we  are 
poing  to  safely  weather  the  present  storm.  I  could  not  be  a  pessi- 
mist, and  yet  it  would  be  foolish  to  shut  my  eyes  to  the  seriousness  of 
the  facts  that  confront  American  agriculture,  so  I  have  become  a 
meliorist — not  a  pessimist,  but  a  modified,  rational  optimist^ — be- 
lieving that  the  world  is  not  the  best  nor  the  worst  possible,  but 
susceptible  of  improvement  or  actually  improving  through  the  evolu- 
tionary struggle  tending  to  the  good — a  meliorist. 

I  am  fully  convinced  that  an  unhealthy  condition  of  expecting  too 
much  from  the  Government  is  growing  up  in  this  country.  Our 
people  should  not  depend  upon  the  (lovernment  to  do  what  they 
should  do  for  themselves.  While  this  is  true,  I  do  believe  that  Con- 
press  should  do  all  it  can  within  the  bounds  of  economic  safety  to 
ameliorate  the '  distressing  conditions  through  which  we  now  are 
passing,  and  I  believe  it  is  the  patriotic  duty  of  every  one  of  us 
through  legislation  or  otherwise  to  do  all  we  can  to  improve  the 
situation  and  to  inspire  hope  and  faith  in  the  future  of  agriculture 
and  our  country.  What  this  commission  is  seeking  to  learn  is,  what 
has  happened  to  agriculture  and  what  rational  remedy  may  be  ap- 
plied.  In  the  language  of  Mr.  George  H.  Hull : 

What  the  industrial  nations  are  seeking  to  know  is.  wiiat  causes  tlie  depres- 
sions which  take  place  in  the  absence  of  any  recognizeil  cause — the  depressions 
which  come  in  the  midst  of  great  prosperity  and  bright  prospect  for  its  con- 
tinuance.   What  is  the  mysterious  and  powerful  force  which  is  so  overmaster- 
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iiig  and  irresistible  that  it  overrides  and  sul)nierKes  all  the  visible  and  power- 
ful causes  of  prosperity?  What  brinjjs  about  these  stuptmdous  national 
calamities,  which  develop  so  mysteriously,  which  creep  over  and  become  fas- 
tened upon  a  country  before  they  are  even  suspected,  which  transform  indus^ 
trial  exhilaration  into  industrial  gloom,  and  which  result  in  a  reduction  o1 
thousands  of  millions  per  annum  In  the  earnings  of  the  i>eople. 

Taking  a  broad  view  of  the  agricultural  situation,  I  agree  in  s 
general  way  with  the  recent  statement  of  Mr.  Boger  W.  Babson,  ii 
which  he  says : 

Business  runs  in  cycles.  As  far  back  as  we  have  records  beyond  the  Civi 
War,  we  note  the  inevitable  periods  of  prosperity,  decline,  depression,  am 
Improvement.  We  learn,  first,  that  the  period  of  depression  is  the  result  of  tht 
extravagancts  InefRciency,  unrighteousness,  and  dishonesty  which  develoini 
during  the  latter  half  of  the  period  of  prosperity;  and,  second,  that  a  periii 
of  prosperity  Is  the  reaction  from  the  thrift  and  economy,  righteousness,  in 
dustry,  and  integrity  which  develops  in  the  latter  half  of  the  periods  o 
depression. 

Conditions  to-day  are  100  per  cent  different  from  a  year  ago.  The  law  o 
equal  and  oi)poslte  reaction  is  evident.  Since  the  early  i>art  of  1920  manu 
facturing  and  industry  have  been  rai)idly  slowing  down ;  bank  clearings  in  tht 
industrial  as  well  as  the  agricultural  sections  have  decllne<l;  failures  an< 
liabilities  are  the  largest  in  years,  while  unemployment  has  increased  with  : 
startling  regularity.  These  conditions,  true  of  every  busineas  decline  and  d€ 
pression,  of  course,  gradually  reduce  the  purchasing  power  of  any  community 
Thus  the  wheel  revolves,  but  it  is  not  alone  our  railroads,  steamships,  factories 
or  foreign  trade  which  cause  our  prosperity.  These  factors  are  primarily 
thermometers,  for  the  fundamental  basis  is  in  recognition  of  the  element 
mentioned  above ;  namely,  thrift,  efficiency,  industry,  and  honesty. 

We  have  already  witnes.sed  a  great  decline  in  commodity  prices.  Notwith 
standing  this,  the  commodity  market  has  not  been  stabilized.  We  have  not  ye 
creattHl  a  foundation  which  offsets  the  great  intlation  of  the  i^ast  few  years 
There  are  still  some  factors  in  the  i)resent  commodity  situation  which  il 
elim'nated  would  greatly  clear  the  air.  I  refer  esi>ecially  to  the  present  Fetlera 
tax  system. 

Mr.  Otto  H.  Kahn  in  discussing  the  farm  problems  makes  thii 
graphic  statement  : 

Adversity  and  hardship  have  come  upon  the  farmer,  as  they  have  come  o 
can  nut  fail  to  come,  in  a  greater  or  lesser  degree,  upon  every  element  in  th 
community  in  the  painful  economic  process  through  which  the  country  i^ 
I)assing.  But  that  w^ave  of  trouble  stnick  first  of  all  the  farmer ;  perhaps,  aL*so 
It  struck  him  hardest,  and  under  existing  conditions  he  is  least  able  to  proted 
himself  and  "  get  from  under." 

From  this  and  other  causes  the  farmer  Is  gravely  discontented  and  under  i 
sense  of  grievance  with  the  existing  order  of  things.  His  is  a  toilsQme  and  non< 
too  well  requited  calling  at  best  Involving  inevitable  hardships  and  depriva 
tions.  The  vital  necessity  of  the  farming  industry  needs  no  emphasis.  TIm 
immense  social  value  of  the  farming  class  to  the  State  is  beyond  argument.  I 
there  is  one  calling  which  hns  a  higher  claim  than  another  upon  the  helpful  con 
sideration  of  the  State  among  those  wh'ch  make  up  the  sum  total  of  the  National 
activities  it  is  that  of  the  farmer.  H's  just  grievances  call  for  immediate 
intelligent  consideration  and  for  effective  redress.  If  that  redress  can  onlj 
be  u'ade  effective  by  methods  whicli  are  new  and  somewhat  unpalatable  to  th( 
established  ways  of  business  then  the  less  imimrtant  will  have  to  yield  to  tb< 
more  impoitant.  i.  e..  business  convenience  and  customs  to  the  true  welfare  ot 
the  farming  industi-y. 

While  I  do  not  always  agree  with  Mr.  Kahn  I  do  believe  thai 
Congres^s  and  the  public  must  deal  with  the  present  agricultural  situa- 
tion in  a  helpful  and  constructive  way  even  if  it  becomes  necessary 
to  depart  somewhat  from  the  old  and  long-established  landmarks  ol 
business.  It  is  sometimes  necessary  to  prescribe  new  remedies  for 
new  diseases,  and  all  progress  is  made  by  ventures  into  new  fields, 
lu  all  progressive  ventures,  however,  we  should  guard  well  againd 
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unhealthy  radicalism  lest  the  remedy  become  worse  than  the  disease. 

Before  we  can   successfully  prescribe  for  any   disease— physical, 

social,  or  economic — it  is  necessary  to  make  a  correct  diagnosis, 

and  that  is  the  first  and  perhaps  the  most  important  work  of  this 

commission. 

I  may  say  in  fairness  to  myself  that  I  do  not  agree  with  many  of 

I  the  Utopian  and  visionary  schemes  that  have  been  proposed  as  reme- 

I  dies  for  the  agricultural  disease.     Some  of  them  are  based  upon 

I  incorrect  diagnosis,  othei's  are  hopelessly  unsound  economically,  and 

I  still  others  would  seem  to  be  the  products  of  a  distempered  brain. 

In  all  such  cases  the  remedy  would  be  worse  than  the  disease,  and 

in  the  long  run  could  only  make  the  patient  worse  instead  of  better. 

During  every  period  of  readjustment  following  great  wars  or  other 
economic  upheaval  there  always  develops  a  widespread  spirit  of 
unrest  among  the  people  which  is  sure  to  produce  a  horde  of  imprac- 
tical dreamers,  or  worse,  who  undertake  to  capitalize  the  general 
•  distress  for  their  own  personal  or.  class  advantage.    Such  wild-eyed, 
.  visionary  leaders  are  an  unmixed  evil,  seeking  to  drag  the  discour- 
[aged  and  unsuspecting  into  the  miasmic  morass  of  their  own  dis- 
I  tempered  minds.    This  is  especially  true  in  the  field  of  finance  and 
I  economics,  where  frequently  those  who  know  least  assume  to  know 
:  most  about  it.    Many  of  the  proposed  remedies  have  long  been  proven 
i  unsound  and  impracticable. 

I  We  have  in  this  country,  and  possibly  in  all  other  countries,  two 
distinct  but  widely  divergent  schools  of  economics.  One  would 
ma^fy  the  activities  of  government  until  individual  initiative  was 
entirely  destroyed  and  ownership  of  private  property  completely 
tliminated,  while  the  other  would  keep  the  Government  so  remote 
from  business  that  no  protection  would  be  given  the  weak  against 
tte  strong,  which  is  the  fundamental  purpose  of  govermnent.  One 
of  these  groups  in  all  their  many  variations  may  be  called  Socialists, 
while  the  other  may  properly  be  designated  reactionaries,  with  what- 
«w  that  term  means.  Personally  I  have  about  as  little  respect  for 
the  one  as  the  other.  Fortunately  for  our  glorious  country  and  our 
great  democracy,  the  great  majority  of  our  people  have  but  little 
sympathy  with  either.  The  safety  of  our  institutions  depends  very 
largely  upon  the  fact  that  the  intelligent,  self-respecting,  conserva- 
tive, patriotic  American  farmers  are  not  likely  to  be  misled  into 
accepting  any  of  the  quack  nostrums  proposed  as  remedies  in  finance 
or  economics.  Just  now  they  are  hopefully  looking  to  this  commis- 
sion to  correctly  diagnose  the  disease  that  affects  agriculture  and  to 
prescribe  safe,  sound,  sane,  and  efficient  remedies  for  the  distressing 
malady. 

Possibly  I  may  somewhat  assist  with  a  few  suggestions.  First 
MQong  the  burdens  that  rest  heavily  upon  agriculture  is  the  extrava- 
gance of  government  itself,  which  is  loading  us  down  with  an  intol- 
erable load  of  taxation,  under  which  the  whole  country  is  staggering. 
Jfot  only  the  Federal  Government  but  all  our  local  and  State  gov- 
ernments are  wastefuUy  swallowing  up  the  substance  of  the  people, 
and  .God  only  knows  where  it  is  all  going  to  end. 
I  I  would  lite  to  say  that,  compared  with  local,  State,  and  municipal 
taxation,  the  national  problem  is  a  mere  drop  in  the  bucket  on  the 
shoulders  of  the  farming  people  of  this  country.  Most  of  their 
troubles  are  State  and  local. 
91341— 22— VOL  3 22 
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The  Chairman.  In  that  connection,  Mr.  Atkeson,  we  have  obtained 
some  figures  which  show  a  very  remarkable  state  of  affairs.  For 
instance,  these  figures  show  that  industrial  buildings,  buildings  for 
manufacturing,  industrial,  and  agricultural  purposes,  have  decreased 
and  continue  to  decrease  during  this  period  of  lowering  prices,  while 
construction  for  municipal  purposes,  for  State  purposes,  for  hospi- 
tals, churches,  and  all  those  purposes,  which  lead  either  to  taxation 
or  donations,  building  operations  have  increased  during  this  period. 

Mr.  Atkeson.  To  digress  a  little,  I  might  state  that  the  tax  rate 
in  my  own  State  is  about  3  per  cent.  If  a  man  has  money  in  the 
savings  bank  at  3  per  cent  he  comes  out  in  debt  if  he  does  not  perjure 
himself  in  his  tax  return.  But  that  is  all  aside  from  what  I  have 
been  stating. 

A  certain  school  of  economists  are  promulgating  the  theory  of 
using  the  taxing  power  of  the  Government  as  a  means  of  taking  awav 
from  the  man  that  hath  and  giving  to  the  man  that  hath  not.  It  is 
becoming  an  insidious  influence  of  evil,  and  many  otherwise  sensible 
people  are  permitting  themselves  to  be  seduced  by  it.  With  agricul- 
ture staggering  under  its  heavy  load  of  taxation,  a  hungry  horde  of 
tax  eaters  surrounds  every  legislative  body  in  the  land  howling  for 
larger  and  larger  appropriations,  which  are  to  be  expended  through 
their  hands  or  the  hands  of  their  backers  or  employers.  We  hear 
much  about  economy  and  reducing  taxes  while  the  power  of  Govern- 
ment is  being  used  to  strangle  the  productive  energies  of  our  farmers 
and  appropriations  continue  to  climb  upwards. 

In  the  main,  we  agree  with  President  Harding's  dictum  that  we 
should  have  less  Government  in  business  and  more  business  in  Gov- 
ernment, and  for  the  benefit  of  our  Democratic  friends  we  submit  the 
following  brief  extract  from  a  speech  delivered  by  ex-President 
Wilson  in  March,  1908 : 

Governmental  oonnnissions  can  not  i)()ssibly  understand  business  better  than 
those  who  conduct  it.  Their  regulative  interference  with  bus'ue*^  wiU  only 
complete  the  confusion  and  embarrassments  into  which  we  are  so  rapidly 
stumblinjr.  The  old  proct^sses  of  law  are  the  more  difficult,  but  the  more  effec- 
tive. ^Ve  must  discover  just  what  transactions  we  wish  to  put  an  end  t«>: 
must  have  once  more  the  reijrn  of  law  rather  than  the  re'gn  of  Government 
officials. 

In  looking  for  remedies  for  ailing  agriculture  we  could  hardly 
overlook  the  tariff  with  its  complicated  and  confusing  relation  to 
American  commerce.  We  have  no  doubt  the  tariff  fixers  will  en- 
deavor, to  safeguard  American  industry,  maintain  the  American 
standard  of  wages  and  living  against  ctieap  labor  and  depreciated 
currency  abroad.  Yet  we  are  facing  a  fundamentally  novel  problem 
in  the  fact  that  within  the  past  six  years,  for  the  first  time  in  onr 
history,  we  have  become  a  creditor  Nation.  Without  attemptintr  to 
settle  the  tariff  policy  j)f  the  Nation,  so  long  as  the  policy  of  protec- 
tion prevails  American  agriculture  is  going  to  demand  a  fair  share 
of  protection.  We  repudiate  entirely  the  theory  that  the  products 
of  the  farm  are  "  raw  materials."  They  are  the  farmers'  finished 
products,  and  anything  else  is  rank  heresy. 

No  fair  diagnosis  oi  the  farm  problem  can  overlook  the  fact  "that 
the  controlling  inspiration  to  agricultural  production  must  ever 
remain  the  wages  earned  and  the  hope  of  profit  upon  the  necessary 
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financial  investment.  Under  present  conditions  the  farmers  are 
receiving  little  for  their  labor  and  no  profit  upon  their  investment. 

With  hired  labor  costing  more  than  it  can  earn,  and  with  the  dis- 
appearance of  hoped-for  profit,  the  situation  of  our  fanners  is  l)ecom- 
ino:  desperate  indeed.  All  my  life  my  sympathy  has  been  with  the 
laborer  rather  than  the  capitalist,  but  the  immutable  laws  of  eco- 
nomics must  prevail  regardless  of  the  arrogance  of  union  lal)or,  so 
called.  Either  the  labor  cost  of  ilgricultural  production  nuist  come 
down  or  the  price  of  agricultural  products  must  s^o  up.  Personally, 
I  prefer  the  higher  level,  but  somehow,  somewhere,  the  ex*onomic 
level  must  be  found.  Somehow  there  must  be  a  narrowing  of  the 
spread  between  the  wages  paid  in  other  industries  and  the  present 
price  of  agricultural  products.  Or,  to  put  it  another  way,  the 
farmer's  dollar  must  buy  as  much  as  it  costs  or  agriculture  must  go 
into  bankruptcy  and  the  Xation  go  hungry.  The  readjustment  will 
l)e  painful,  but  it  must  come. 

At  the  very  root  of  our  agricultural  troubles  is  the  transportation 
question.  Everything  that  the  farmer  or  anyone  else  buys  or  sells 
must  be  moved,  and  the  cost  of  moving  it  must  be  paid  by  some- 
body. In  the  long  run  it  does  not  make  much  diiference  who  pays 
the  original  transportation  cost,  for  if  it  is  high  enough  it.  must  ulti- 
mately squeeze  the  life  out  of  the  traffic.  If  the  cost  of  trans- 
portation is  greater  than  the  commodity  will  bear,  it  must  inevitably 
residt  in  loss  or  injury  to  both  producer  and  consumer,  by  either 
making  the  price  paid  the  producer  so  low  that  he  can  not  afford  to 
produce  it  or  the  price  paid  by  the  consumer  so  high  that  he  can  not 
alford  to  consume  it.  In  either  case  it  destroys  the  business.  Some- 
how the  cost  of  transportation  must  be  rexluc^d.  Among  the  first 
war  taxes  that  should  be  repealed  are  the  taxes  on  transportation. 

Much  has  been  said  during  the  last  few  months  about  financing 
the  farmers,  and  the  discussion  of  no  subject  has  carried  more 
elements  of  unsoundness  than  this.  Credit  is  a  valuable  asset  to  any 
man  or  to  any  business,  but  it  needs  to  be  used  with  great  care  and 
conservatism.  Xo  man  w  ithout  credit  ever  bankrupts,  and  no  bank- 
rupt has  any  credit.  How  to  give  credit  to  men  who  have  none  and 
how  to  make  bankrupts  solvent  are  among  the  problems  over  which 
the  idealists  have  dreamed  since  the  days  when  the  Apostle  Peter 
said,  •'  Neither  gold  nor  silver  have  I,  but  such  as  I  have  will  I  give 
unto  thee.*'  The  Scripture  tells  us  that  the  love  of  money  is  the  root 
of  all  evil.  Not  money,  but  the  love  of  it  seems  to  be  the  trouble. 
But  this  subject  is  too  large  for  adequate  discussion  here,  ihmey 
and  credit  rightly  used  are  the  mainsprings  of  business  or  com- 
mercial success,  but  either  or  both  may  easily  take  unto  themselves 
wings  and  fly  away.  Especially  is  that  true/  in  these  days  of  read- 
justment and  falling  prices.  The  temptation  to  dwell  longer  upon 
this  subject  is  great,  but  I  must  pass  on,  with  the  Avarning  to  beware 
of  the  financial  charlatan  and  monetary  wizard. 

In  these  trying  times  of  falling  prices  and  reconstruction  it  is  the 
duty  of  the  Government  to  do  all  that  can  safely  be  done  to  lift  the 
burden  from  the  backs  of  the  people,  because  it  is  througli  the  Gov- 
ernment that  we  may  collectively  lift  a  load  which  we  could  not  lift 
individually ;  but  in  a  successful  democracy  the  people  must  ever  be 
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jealous  of  the  rights  of  the  individual.    Secretary  Hoover  in  a  recent 
address  assures  us : 

In  aU  these  thliif?s  the  Government  s  using  san  ty  and  caution  that  this  may 
indeed  be  a  real  period  of  reconstruction.  We  w*ll  hold  steadfastly  to  the 
vision  that  looks  to  the  removal  of  obstructins  to  the  recovery  of  commerce  and 
to  a  ds  to  its  improvement  and  not  to  these  proposals  that  wtniUl  enter  the  Gov- 
enmient  into  business  itself. 

Even  if  the  Government  succeeds  in  successfully  removing  every  obstruction 
to  wliich  it  is  a  party,  then  recovering  itself  must  rest  on  the  initiative,  tlie 
courage,  the  hard  work  of  our  people  themselves. 

All  that  is  needed  in  the  last  analysis  to  bring  a  reasonable  degree 
of  success  and  prosperity  to  American  agriculture  is  a  profitable 
market  for  the  products  whicli  can  and  will  be  raised  on  the  American 
farms,  (liven  that  market,  the  American  farms  and  American  farm- 
ers can  be  relied  upon  to  reproduce  an  era  of  prosperity  for  them- 
selves and  for  all  legitimate  and  business  manufacturing  interests  in 
the  Nation. 

The  greatest  misapprehension  about  agriculture  tind  its  condition 
is  due  to  the  magnitude  of  the  industry  as  a  whole.  Because  of  the 
magnitude  of  the  entire  industry,  many  people  have  been  led  to  think 
and  talk  of  it  loosely  as  the  largest  industry,  and  therefore  to  measure 
its  ups  and  downs  in  terms  of  the  entire  industry. 

Illustration  of  this  is  found  in  the  numerous  statements  which 
have  been  made  within  the  past  year  of  the  great  losses  which  have 
been  suffered  by  agriculture  because  of  the  decline  in  prices.  This 
loss  has  been  estimated  variously  at  from  three  to  seven  billion 
dollars. 

A  moderate  average  of  these  estimates  is  not  a  misapprehension  as 
to  what  has  happened  to  the  industry  as  a  whole,  and  the  effect  o^ 
other  industries  of  this  decline  m  agricultural  prices  is  measured  bj 
this  total,  large  as  it  is;  but  this  method  of  measuring  and  appraiflj 
ing  the  effect  of  ups  and  downs  does  not  apply  to  the  individual  unit! 
in  agriculture  and  the  individuals  engaged  in  agriculture.  Thei^ 
losses  are  not  measured  by  these  tremendous  totals,  and  the  result  ai 
to  the  prosperity  of  these  individuals  is  not  fairly  indicated  by  th| 
size  of  these  totals.  The  fact  is  that  the  individual  unit  in  agi> 
culture  is  the  smallest  of  any  major  industry  and  the  reduction  ia 
value  of  farm  products,  large  as  it  has  been  in  the  aggregate,  whea 
divided  among  the  enormous  number  of  units  involved  becomes  n 
comparatively  small  item  measured  relatively  to  other  industriei 
Of  course,  there  are  exceptions,  but  this  is  the  rule,  and  this  is  the 
reason  why  agriculture  has  withstood  this  decline  and  now  finds  itself 
solvent  after  having  taken  an  aggregate  loss  which  it  is  likely  wouli 
have  put  any  other  industry  into  complete  bankruptcy.  The  follow* 
ing  table  will  show  the  loss  per  unit : 

Estimate<l  loss  in  value  of  ajrri'cultural  products $5,000,000,000.00 

ToUU  number  of  agricultural  unts 6,448,^6.00 

Avera^^e  loss  per  uult , ii5.3ft 

This  must  not  be  understood  as  an  effort  to  minimize  the  losses 
which  agriculture  has  suffered  or  the  serious  effects  of  these  losses 
either  on  other  business  or  on  the  future  increase  and  development  of 
agriculture  and  the  consequent  production  of  the  food  supply  of  this 
Nation,  but  is  an  effort  to  get  this  matter  into  its  proper  relationship 
in  the  minds  of  the  members  of  the  committee  and  the  minds  of  the 
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public.  As  a  matter  of  public  good  and  public  policy,  this  condition 
in  a^rriculture  should  be  remedied,  if  possible ;  ought  not  to  have  been 
brought  about,  and  if  a  recurrence  can  be  prevented  or  even  a  partial 
recurrence  by  any  legislative  remedies,  public  policy  demands  that 
sucli  remedies  be  applied. 

Present  conditions  in  agriculture  have  come  about  becauge  of  a 
shrinkage  in  the  foreign  and  the  domestic  market  for  farm  products. 
The  first  one  in  point  of  time,  but  perhaps  not  in  point  of  importance, 
was  the  falling  oif  in  forei^^n  market  outlet  which  began  to  develop 
less  than  a  year  after  the  signing  of  the  armistice.  This  was  due  to 
foreign  economic  conditions  and  the  reaction  of  the  war,  and  was 
probably  humanly  unpreventable.  It  affected  the  market  for  manu- 
factured goods  no  less  than  for  agricultural  products.  At  the  same 
time  there  was  a  speeding  up  of  American  production  due  to  the  ex- 
pectancy of  a  longer  war  period,  which  can  not  be  criticized;  also  the 
administration  of  food  problems  in  the  hands  of  individuals  totally 
unfamiliar  and  unsympathetic  with  agriculture  and  its  problems,  so 
that  an  improper  balance  of  agricultural  production  had  been  cre- 
ated in  the  United  States.  All  of  this  was  coupled  with  a  misappre- 
hension as  to  the  buying  power  of  European  countries— need  for 
products  had  been  confusea  with  ability  to  purchase  products — and 
this  misapprehension  continued  the  maximum  production  of  Ameri- 
can products,  both  farm  and  factory,  for  a  period  after  the  armistice 
sufficiently  long  to  pile  up  a  surplus  here  under  conditions  of  high- 
cost  production  so  large  and  so  costly  that  it  was  unmarketable  at 
profitable  prices,  if  at  all. 

The  second  factor  having  to  do  with  the  curtailment  of  market  op- 
portunities was  the  secondary  reaction  in  the  curtailment  of  foreign 
market  opportunities.  Europe's  inability  to  buy  farm  products  was 
no  greater  than  her  inability  to  buy  manufactured  products,  and 
this  started  the  slowing  up  of  American  industrial  activity,  which 
in  turn  immediately  slowed  up  the  domestic  consumption  of  agricul- 
tural products.  This  analysis  puts  the  cause  of  the  slump  in  market 
prices  for  farm  products  in  its  proper  relationship.  The  other  con- 
tributing factors  followed  in  natural  sequence. 

It  is  a  well-known  economic  truism,  so  axiomatic  that  it  was  nat- 
urally forgotten  in  this  period,  that  consumption  does  not  vary  in 
proportion  to  desire  but  m  proportion  to  ability  to  pay.  People  can 
subsist  with  very  small  expenditures,  even  for  so-called  necessities, 
when  thev  are  unable  to  purchase  those  so-called  necessities,  and 
that  is  what  happened  throughout  Europe  in  1919,  and  it  is  what 
is  happening  throughout  agricultural  United  States  in  1920  and 
1^1.  It  is  difficult  to  see  just  where  or  how  any  legislation  can  affect 
this  basic  economic  fact. 

The  lack  of  markets  caused  the  decline  in  prices.  The  present 
absence  of  markets,  both  foreign  and  domestic,  is  the  chief  factor 
in  the  continuance  of  this  low  price  level.  Farmers  have  been  hurt 
hadly  by  this  price  decline,  and  were  hurt  first ;  but  it  is  just  possible 
that  in  the  long  run  they  may  not  be  hurt  as  badly  as  some  other 
industries  are  likely  to  be  hurt.  But,  badly  as  agriculture  is  hurt^ 
the  loss  was  chiefly  in  reasonably  expected  returns  and  not  in  actual 
returns,  and  when  spread  over  the  entire  industry  amounts,  as  shown, 
to  but  several  hundred  dollars  per  farm.    The  average  farmer  has 


Digiti 


ized  by  Google 


342  AGRICULTURAL  INQUIRY. 

not  suffered  either  impairment  of  capital  or  ability  to  produce.  He 
has  his  farm,  his  stock  and  equipment,  his  brains,  and  his  hands. 
What  he  needs  now  is,  first^  a  market  and,  second,  a  chance  to  pro- 
duce at  a  cost  of  production  which  will  give  him  access  to  the 
market. 

Those  most  hurt  were*  the  farmers  who  were  in  debt,  either  for  the 
purchase  of  land  or  for  money  borrowed  upon  the  basis  of  crops 
withlield  from  market,  and  particularly  if  these  debts  were  made  on 
the  basis  of  recently  inflated  prices.  This  has  resulted  in  actual 
bankruptcy  of  those  so  situated.  Tenants  leasing  farms  for  cash 
rental  upon  the  basis  of  inflated  prices  were  also  seriously  hurt, 
while  conservative  owners  and  tenants  on  a  share  basis  have  suffered 
much  less. 

The  primary  business  of  the  American  farmer  is  to  sell  liis  farm 
product;  his  primary  occupation  is  to  raise  these  products  with  the 
greatest  possible  efficiency  and  at  the  least  possible  cost.  The  1919  crop 
was  raised  at  a  high  cost  and  only  partially  sold.  The  1920  crop  was 
raised  at  a  high  cost  and  only  partially  sold.  The  1921  crop,  raised 
at  a  greatly  reduced  cost  but  normal  as  to  size  and  quality,  except  as 
to  cotton,  must  now  find  a  market. 

It  is  my  judgment  that  in  the  long  run  any  system  of  pooling 
storing,  warehousing,  or  financing  which  will  cause  crops  to  be  with* 
held  from  market  until  another  crop  is  produced  will  be  a  detriment 
to  agriculture  and  to  general  prosperity,  and  that  any  Federal 
legislation  having  this  as  its  object  is  unwise  and  against  public 
policy.  This  does  not  mean  that  there  may  not  be  individual  cases 
m  wnich  this  may  be  wise,  provided  that  individuals  finance  such 
activities  in  accordance  with  proper  business  judgment.  A  general 
governmentally  authorized  or  approved  pooling  or  deferred  market* 
ing  system  will  only  result  in  curtailing  consumption,  which  must  bl 
stimulated  instead  of  curtailed,  and  in  damming  up  a  still  largcf 
store  of  products  to  be  let  loose  at  some  future  period,  to  still  fur- 
ther increase  the  agricultural  disaster. 

This  present  crop  and  what  is  left  in  storage  of  previous  crops 
must  be  sold  in  a  market  which  has  been  squeezed  dry  by  war  neces* 
sities,  burdened  by  war  debts,  and  irritated  by  war  taxes.  If  this  is 
to  be  done  without  disaster  or  with  any  hope  for  profit,  the  crop 
must  be  produced  at  the  lowest  possible  cost.    If  legislation  can  be 

Elanned  toward  this  end,  I  can  see  in  it  some  hope  for  agricultural 
elp.  This  means  that  everything  which  can  possibly  be  done  to 
reduce  the  amount  of  labor  on  the  faiTn  and  its  cost,  the  cost  of 
fertilizer  which  must  be  used,  the  cost  of  farm  machinery,  and  of 
boots  and  shoes  and  clothing  and  food  and  the  other  necessities  which 
the  farmers  must  buy,  must  be  done.  There  is  a  principle  involved 
here  which  affects  much  pending  legislation. 

Other  industries,  and  especially  workers  in  other  industries,  will 
object  to  this  program,  but  they  have  their  choice;  either  there  will 
be  decreasing  production  of  farm  j^roducts  and  a  small  surplus 
to  be  sold,  accompanied  by  decreasing  demand  for  the  products 
of  industrial  labor,  higher  food  prices,  and  fewer  jobs,  or  else  there 
will  be  a  lower  cost  of  farm  production,  sustained  production,  and 
larger  sale  of  surplus  products,  better  demand  for  the  products  of 
industrial  labor  and  more  jobs.  The  economic  law  is  as  immutable 
as  tlie  law  of  gravitation,  and  those  engaged  in  agriculture  ami 
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those  engaged  in  other  labor  must  come  closer  together  or  universal 
,  disaster  must  follow. 

The  "spread"  between  the  producer  and  consumer  is  of  no 
financial  interest  to  the  producer  unless  it  reduces  his  return  below 
the  cost  of  production  or  unless  the  margin  is  so  great — the  selling 
price  so  high— that  it  seriously  limits  consumption.  All  efforts 
made  by  the  producers  to  sell  at  a  distance  from  the  point  q{  pro- 
duct;ion  are  efforts  taken  from  the  more  necessary  and  more  es- 
sential occupation — that  of  production — and  are  only  justified  by 
clear  and  definite  economic  benefits  which  will  increase  returns  or 
stimulate  sales.  The  outstanding  illustration  of  this  in  the  com- 
mercial world  is  the  automobile  industry.  It  is  the  largest  manu- 
facturing industry  in  the  country  and  to-day  the  predominating 
influence  in  manufacturing.  This  industry  has  established  and 
maintains  the  fixed  policy  of  selling  its  products  on  its  loading 
platform,  each  succeeding  step  in  the  sales  process  being  handled  by 
individually  responsible  units.  The  vast  majority  of  business  trans- 
actions are  handled  upon  closely  allied  principles,  and  a  small  and 
decreasing  minority  of  American  business  enterprises  are  to-day 
making  any  effort  at  direct  sales.  On  the  other  hand,  the  spread 
between  producers  and  consumers  is  of  clear  and  definite  interest 
to  the  consumer,  who  must  pav  it.  Efforts  of  consumers  to  purchase 
direct  or  cooperatively  may  be  of  great  advantage  both  in  stimu- 
lating markets  and  in  positive  economies  to  the  members  of  such 
cooperative  organizations.  Legislation  along  this  line  should  be 
worked  out. 

In  studying  markets  it  is  found  that  the  largest  part  of  the 
surplus  farm  products  are  consumed  near  the  point  of  production 
and  the  overwhelming  proportion  in  our  own  country.  This  means 
that  it  is  of  importance  to  give  first  attention  to  the  stimulation  of 
the  American  market.  I  can  make  two  suggestions  as  to  legislation 
on  this  point.  One  is  that  there  shall  be  no  further  legislation  which 
will  help  inflate  or  cause  to  be  inflated  the  labor  costs  of  com- 
modities or  of  transportation  that  will  retard  industrial  develop- 
ment, which  forms  the  major  market  for  American  farm  products. 
The  second  is  that  in  tariff  and  merchant  marine  legislation  and 
actual  practice  return  loans  shall  be  subject  to  careful  scrutiny, 
so  that  American  farm  products  shall  not  be  forced  to  compete  m 
our  own  markets  with  foreign  food  products  upon  an  unequal  cost 
of  production  or  cost  of  transportation  basis.  To  be  specific,  it  has 
been  said  that  the  policy  of  the  Shipping  Board  is  to  run  American 
ships  wherever  a  return  load  can  be  had.  We  appreciate  the  fact 
that  the  return  load  is  essential,  but  agriculture  should  demand  that 
for  every  ship  that  returns  loaded  with  food  products  a  ship  shall 
return  with  manufactured  products,  .and  that  in  both  cases  every- 
thing humanly  possible  shall  be  done  to  see  that  both  food  products 
and  manufactured  products  reach  the  American  market  loaded 
with  an  equal  cost  of  transportation  and  an  equal  cost  of  production 
to  the  American  products  with  which  they  compete. 

Living  conditions  on  the  farm  depend  upon  economic  conditions. 
It  is  a  fact  that  isolation,  declining  standards  of  education,  and  in 
some  cases  the  lack  of  social  and  religious  opportunities  have  driven 
niany  from  the  farms  to  the  towns.  Just  now  this  is  a  benefit  to  those 
who  remain.    Agriculture  suffers  to-day  from  production  greater 
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than  can  be  sold  at  a  profitable  pric<».  When  this  situation  reaches 
a  balance  the  social,  reli^ous,  and  educational  problem  should  be 
given  serious  consideration.  Just  now  the  need  is  for  a  market  for 
what  is  being  produced  by  those  who  remain  on  the  farms  and  the 
reduction  in  the  costs  of  the  necessities  which  they  must  buy  and  use 
on  the  farms. 

I  wish  to  call  to  the  attention  of  the  commission  the  legislative 
program  adopted  by  the  National  Grange  as  the  safest,  most  com- 
plete, and  most  constructive  program  of  agricultural  legislation 
which  has  ever  been  presented  by  any  organization.  This  represents 
the  serious  and  long-considered  conclusions  of  an  organization  made 
up  of  nearly  a  million  farmers  from  all  parts  of  the  United  States, 
unbiased  and  uninfluenced  by  partisan,  sectional,  or  other  influences, 
and  a  program  whose  completeness  and  cqpsistency  I  am  sure  ^ill 
appeal  to  3'our  judgment. 

it  covers  some  matters  which  are  outside  of  the  scope  of  the 
authority  under  wliich  this  commission  is  proceeding,  but  I  include 
below  those  sections  which  seem  to  bear  directly  upon  the  work  you 
gentlemen  have  undertaken : 

1.  At  the  beginning  of  tliis  declaration  the  Grange  wishes  to  express  its  stron? 
and  unwavering  Americanism.     The  most  emphatic  pledge  of  every  meml>er 
of  this  order  Is  his  support  of  the  Government  of  which  he  is  an  integral  part, 
which  prospers  him  in  his  individual  family,  and  every  other  proi>er  relation- 
ship, and  under  which  he  has  opportunities  not  found  elsewhere  in  the  world 
for  the  attainment  of  his  aspirations.     There  is  no  room  in  this  order  for; 
either  the  ideas  or  the  methods  of  foregn   radicalism  or  aristocracy.     The* 
Grange  stands  firmly  against  the  importation  of  either  or  the  Injection  of  either  - 
into  American  political  principles,  and  declares  as  emphatically  as  words  and 
deeds  can  its  support  of  American  democracy. 

2.  In  a  democracy  the  interests  of  all  the  people  are  paramount  at  aU  times  * 
and  under  all  circumstances  to  the  interests  of  any  group  or  class  of  Its* 
citizenship.  The  Grange  condemns  the  shrewd  and  cunning  efforts  of  agents) 
and  propagandists  of  foreign  ideas  and  **  isms  "  which  tend  to  foment  disorder^ 
in  this  country  and  insists  that  they  deserve  severe  punishment.  The  rule  of! 
the  majority,  expressed  through  the  ballot  box,  must  be  unquestioned.  The* 
Grange  upholds  the  principles  of  orderly  government,  insists  that  all  reform^ 
when  needed  shall  come  through  the  orderly  means  of  the  ballot  box,  the  courts, ' 
and  constituted  authority.  j 

3.  The  Grange  urges  a  cessation  of  the  present  reckless  expenditures  in  ' 
national,  State,  and  local  affairs.  With  dollars  worth  about  half  their  prewar  \ 
purcha.sing  values,  expenditures  are  hard  to  check.  The  plan  for  a  budget  ' 
system  pending  in  Congress  is  a  step  in  the  right  direction.  An  equally  strong  .^ 
condemnation  should  be  expressed  agahist  persimal  extravagance  and  reckless  ' 
expenditure. 

4.  While   recognizing   the   evils   of   uncurbed   power   growing   from    swollen 
fortunes  in  the  hands  of  unscrupulous  and  ambitious  individuals,  the  National  ' 
Grange  declares  that  in  the  government  of  a  free  democracy  is  lodged  ample  ' 
power  to  curb  all  such  evils.    We  declare  our  opposition  to  Government  owner-  ' 
ship  and  to  nationalization  of  business  and  industry  unless  clearly  required  in 
the  public  interest.     We  favor  the  safeguarding  and  protection  of  every  rigbt  * 
of  private  property  on  the  broad  ground  that  only  by  the  full  development  of  ' 
the  right  of  i)rivate  proi)erty  can  there  be  i)erpetuate(l  the  full  measure  of  indi- 
vidual initiative  and  emulutiou  ui)on  which  a  democracy  is  based,  and  by  which 
its  future  is  assured. 

5.  If  industrial  controversies  are  settled  by  increasing  industrial  wages  and 
decreasing  Industrial  hours  of  labor,  fanners  must  not  be  held  responsible 
for  the  resulting  increases  in  the  cost  of  necessaries  of  life.  If  industrial 
wages  are  increased  and  hours  of  industrial  labor  are  decreased,  these  changes 
will  inlluence  farm  wages  and  farm  hours  of  labor  in  the  same  way,  and  still 
further  decrease  farm  production  and  Increase  farm  costs.  Increasing  wages 
and  decreasing  hours  also  add  to  the  cost  of  distribution,  which  in  turn  is 
paid  by  the  consumers.     The  National  Grange  insists  that  no  settlement  of 
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industrial  controversies  eon   l>e  fairly  nuule  witliout  tiikinj:  into  account  the 
t'ffect  of  such  settlement  on  the  ^n  atest  of  all  industries— njrricnlture. 

6.  Ljind  tenancy  is  increashif::.  farm  ownership  is  concentrat  np  In  the  hand* 
of  nonresidents,  which  indicates  a  decllnlnp  ajrriculture.  and  if  not  checked 
must  ultimately  result  in  |)easantry  or  some  other  undesirahle  country  workers. 
A  permanent  agriculture  can  not  he  maintained  with  schools,  churches,  and 
social  facilities  on  the  hasis  of  ahsentee  (»wnership.  If  farmers  are  to  remain 
th*^  dependable  and  stahle  element  in  our  democracy  which  they  always  have 
[•een,  they  must  own  their  own  homes,  he  politically  free,  socially  satisfied,  and 
economically  equal  to  those  engaged  in  other  industries.  Sound  puhllc  policy 
demands,  and  the  Grange  urges,  such  legislation  as  will  encourage  farm  owner- 
ship by  the  working  farmers  and  discourage  ahsentee  laiuUonlism. 

7.  The  Orange  urges  that  all  possible  efforts  be  made  to  improve  the  schools 
of  the  countrj'  and  to  make  them  places  for  training  inr  country  life.  The 
National  (Jrange  opposes  any  discrimination  against  rural  schools  in  the  ad- 
ministration of  the  Smith-Hughes  Act  and  asks  that  the  funds  provided  by  this 
act  be  made  more  readily  available  for  niral  vocational  education  In  order  to 
equip  the  country  girl  and  the  country  boy  for  home  nuiking  and  successful 
fann  operation. 

8.  Production  and  distribution  are  separate  and  distinct  functions.  When  the 
tDie  and  effort  of  a  farmer  are  si>ent  In  distributing  his  products,  that  time 
«ml  effort  are  taken  away  from  production.  Tlie  larger  part  of  the  work  of 
ilistbution  is  done  b/  persons  who  are  not  farmers.  The  general  public  seems 
lo  believe  that  the  cost  of  distribution  is  the  farmers'  problem,  and  the 
ftnmge  wishes  to  make  plain  that  this  is  not  the  case  and  to  make  pla'n  that 
the  farmers'  responsibility  ceases  when  the  product  of  the  farm  is  turned 
wer  to  the  distributor,  and  that  the  farmier  is  not  resi>onsible  fro  the  wide 
inarpin  between  the  price  the  consumer  pays  and  the  price  the  producer 
receives.  From  that  point  to  the  point  of  final  consumption  the  work  is  done 
«nd  the  cost  is  paid  by  the  people  who  live  away  from  the  farms.  When  in 
thiji  process  tbe  distributors  of  farm  products  keep  for  themselves  an  un- 
jastiliably  larjje  part  of  the  price  paid  by  the  consumers  and  refuse  to  pay 
to  the  producers  a  reasonable  price  farmers  are  justified  in  entering  the  dis- 
Irihnting  field,  either  individuall>'  or  collectively,  and  the  Orange  asserts  that 
tt)  laws  should  remain  on  the  statute  books  which  deny  this  right.  But  the 
generally  accepted  economic  principle  applies  that  whether  selling  individually 
w  collectively  the  proclucer  should  sel  af  near  the  point  of  production  as  pos- 
sible to  safeguard  his  rights  and  his  interest ;  and  guided  by -this  same  economic 
kw,  farmers  should  buy  as  near  the  source  of  production  as  possible.  For 
this  purpose  the  cooperative  buying  of  farm  supplies  is  strongly  urged. 

9.  The  right  of  Government  control  of  all  trusts  and  corporations  is  funda- 
mental, and  the  Grange  demands  that  such  organizations  shall  be  subordinated 
to  the  interest  of  the  public  and  operated  without  extortion  or  discrimination. 
We  insist  that  profiteers,  si)eculators,  and  cor|>orations  unjustly  controlling 
IHices  and  supplies  of  necessities  of  life  should  be  severely  punished,  not  by  fine 
tlone  but  by  imprisonment  as  well. 

10.  In  war  time  price  fixing  may  have  been  necessary,  in  peace  time  the 
Orange  regards  price  fixing  as  unjustifiable  and  indefensible. 

11.  The  instrumentalities  for  the  distribution  of  food  are  matters  of  public 
<^Dcem.  The  Grange  demands  that  they  shall  be  brought  under  Govern- 
ment registration  and  be  made  subject  to  governmental  control,  with  means, 
provided  to  judicially  investigate  all  operations  and  to  correct  abuses  by 
««<*h  legally  enforceable  rules  and  regulations  as  public  interest  may  dictate. 

12.  The  Grange  urges  better  regulation  to  prevent  the  fraudulent  sale  of 
oleomargarine  as  butter.  To  prevent  this  fraud  the  coloring  of  oleomar- 
garine in  imitation  of  butter  should  be  prohibited.  Until  better  ways  to  pre- 
sent this  fraud  are  found,  from  manuTacturer  down  to  consumer,  the  Grange 
urges  the  continuance  and  strengthening  of  the  present  law. 

13.  The  Grange  opposes  any  amendments  to  the  land-bank  law  which  tend 
to  decrease  its  usefulness  and  efficiency  or  increase  the  cost  to  borrowers. 
We  oppose  the  taxation  of  land-bank  bonds,  as  this  would  necessarily  increase 
the  interest  rate.  W'e  believe  the  law  should  be  amended  so  that  individual 
N>rrowers  when  they  so  desire  may  deal  directly  with  the  bank  if  living  where 
BO  local  association  exists. 

11  The  Grange  demands  a  clearer  rec*ognitlon  of  agricultural  interest  in  feed,. 
ferttUzer,  and  insecticide  regulation.  This  can  be  met  by  laws  which  prohibit 
adulteration  or  misbranding  of  feeding  stuffs  and  make  it  necessary  to  state 
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explicitly  ou  the  tags  or  labels  accompanying  these  commodities  when  offered 
for  sale  the  source  of  the  available  food  in  feeding  stuffs,  plant  food  in  fer- 
tilizers, and  the  ingredients  in  insecticides. 

15.  The  Grange  demands  the  enactment  of  such  laws  as  will  prohibit  the 
gambling  in  all  food  products. 

16.  The  Grange  urges  Congress  to  repeal  the  guaranty  feature  of  the  Eaeh- 
Cummins  railroad  law. 

17.  The  Grange  has  long  declared  for  the  principles  of  exact  justice  to  agri- 
culture in  all  matters  of  tariff  legislation  and  now  demands  that  the  product 
of  the  farms  be  given  tariff  protection  equal  to  the  protection  given  products  of 
other  Industry. 

18.  We  welcome  and  urge  the  widest  study  of  production  costs  of  farm  prod- 
ucts as  the  surest  and  quickest  method  of  bringing  to  the  American  farmer  the 
economic  return  that  his  labor,  investment,  and  ability  entitle  him  to.  We 
ask  the  appointment  by  tJie  Secretary  of  Agriculture  of  a  commission  to  a.scer- 
taln  the  cost  of  production  of  stable  farm  crops  In  different  sections  of  the 
United  States  with  a  view  of  establishing  a  basis  for  a  fair  price  of  such 
products  to  the  producer,  and  that  the  widest  publicity  be  given  tlie  findings 
which  such  commission  may  report. 

19.  The  Grange  opposes  any  and  all  legalized  changes  In  standard  time. 
We  commend  Congress  for  repealing  the  so-called  daylight  saving  law,  and 
will  oppose  the  enactment  of  any  such  law.  We  favor  the  repeal  of  all  State 
laws  providing  for  so-called  daylight  saving,  because  of  the  tendency  to  dis- 
organize transportation,  industrial,  and  agricultural  operations.  We  demand 
that  standard  time  be  maintained  in  every  part  of  the  United  States. 

20.  We  recommend  the  passage  by  Congress  of  legislation  guaranteeing  the 
right  of  collective  bargaining  and  cooperative  marketing  of  farm  products  and 
the  passage  of  comprehensive  cooperative  legislation  by  the  Federal  Govern- 
ment and  uniform  cooperative  laws  by  the  Statea 

21.  We  urge  Congress  to  enact  legislation  for  the  establishment  of  a  short- 
time  personal  credit  system  for  farmei-s  to  enable  them  to  meet  their  needs, 
both  for  production  and  orderly  marketing  of  their  crops  throughout  the  year 
to  meet  consumption  demands,  so  that  credit  may  be  as  cheap  and  as  available 
to  farmers  as  to  any  other  responsible  Industry. 

22.  The  Grange  favors  such  legislation  as  may  be  required  to  compel  manu- 
facturers of  woolen  or  part  woolen  fabrlc?»  to  honestly  label  their  products  in 
such  a  way  as  to  protect  the  consume^j  against  imposition,  by  stating  the  per- 
centage of  new  wool  and  the  percentage  of  shoddy  or  of  other  materials  used 
in  such  fabrics. 

23.  The  Grange  asks  for  the  extension  of  the  postal  savings  sj^stem  to  all 
post  offices  which  have  rural  free  delivery  routes  and  to  the  patronS  of  those 
routes  through  the  R.  F,  D.  carriers;  that  the  Interest  paid  on  deposits  shall 
be  not  less  than  3  per  cent ;  and  that  the  funds  deposited  in  the  postal  savings 
banks  shall  be  transferi-ed  directly  to  the  United  States  Treasury,  to  be  used 
by  the  Secretary  of  the  Treasury  for  the  purchase  of  Liberty  bonds  at  par  in 
the  order  presented  for  sale. 

In  conclusion,  I  may  be  excused  for  saying  that  after  very  close 
contact  with  practically  every  phase  of  agriculture  and  an  intimate 
knowledge  of  farmers  and  farm  conditions  for  more  than  60  years  I 
have  become  thoroughly  convinced  that  the  best  help  our  farmers  will 
ever  receive  will  be  the  help  they  give  themselves.  Bad  as  condi- 
tions now  are  I  believe  there  is  still  a  glorious  future  for  agriculture 
and  for  the  splendid  men  and  women  who  live  in  the  open  country  out 
under  the  azure  dome  that  spans  the  universe,  and  by  their  industry, 
energy,  economy,  and  thrift  feed  the  Nation.  Morning  and  evening 
they  lift  their  heads  and  voices  to  God  in  thankfulness  that  they  live 
so  close  to  Heaven  and  work  in  daily  partnership  with  the  Creator. 
To  our  friends  in  the  cities  I  want  to  say,  the  cities  could  not  live 
without  the  countiy  but  that  the  countr}^  people  could  survive  and 
pos^sibly  be  a  little  nearer  tlie  Kingdom  of  Heaven  if  there  were  no 
cities.  But  under  our  complicated  social  and  economic  conditions 
we  are  so  mutually  dependent  upon  each  other  that  anything  that 
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injin*es  one  class  of  our  people  or  one  industry  must  injure  all  the 
others. 

Now,  if  anybody  desires  to  ask  any  questions  I  will  try  to  answer 
them. 

Representative  Ten  Eyck.  You  said,  Mr.  Atkeson,  that  one  reason 
why  the  farmer  has  survived  this  depression  is  the  fact  that  he  is 
divided  up  into  so  many  units  and  therefore  the  spread  of  loss  is 
great.  That  is  the  reason  why  he  survived,  but  is  it  not  true  the 
reason  why  he  feels  it  more  than  any  other  industry  of  the  country  is 
because  he  feels  it  100  per  cent ;  he  is  100  per  cent  owner ;  he  takes  100 
per  cent  loss,  while  on  the  other  hand  the  other  industries  have  sold 
part  of  their  holding  to  the  consumer,  and  therefore  the  consumer 
must  take  part  of  the  loss  ?  The  farmer  is  100  i>er  cent  loser  in  every 
loss  that  fanning  has  suffered. 

Mr.  Atkeson.  And  he  feels  it  individually ;  each  individual  farmer. 

Representative  Ten  Eyck.  In  other  words,  that  $750  unit  loss  is 
»5?7r)0  loss  to  the  farming  community,  not  divided  with  the  consumer 
IS  in  other  industries? 

Mr.  Atkeson.  That  is  his  loss  after  he  has  gotten^  everything 
possible  out  of  the  consumer;  that  is,  after  he  sold  his  product  he 
suffered  that  much  loss. 

Now,  I  think  I  may  venture  a  little  suggestion  that  is  somewhat 
in  Une  with  the  question  you  have  asked.  When  this  collapse  came 
in  the  agricultural  products  of  the  country,  if  it  had  come  on  every- 
body else  in  the  same  proportion  I  ahi  inclined  to  think  we  would  all 
be  better  off  to-day.  The  farmer  looked  to  his  high-cost  product  for 
the  cost  of  production  and  the  large  profit  that  he  hoped  for  and  to 
carry  out  the  plans  that  he  had  made  based  on  that  expectation.  The 
price  of  farm  products  had  gone  up  100  per  cent,  we  will  say,  above 
the  prewar  level ;  some  went  higher  and  some  did  not.  Labor  on  the 
farms  went  up  fully  as  much;  more  than  100  per  cent  in  my  personal 
experience.  Farm  machinery  went  up  more  than  100  per  cent.  But 
if  it  had  all  gone  up  just  100  per  cent — and  they  did  go  up  more  or 
less  approximately  equally — when  they  aU  got  up  there,  if  they  could 
all  have  stayed  up  thei-e  we  would  have  had  a  very  nice  time  of  it. 

So  during  the  days  when  everybody  was  clamoring  about  the  high 
cost  of  living  I  said  before  committees  and  in  the  public  press  that 
the  only  fool  I  knew  in  this  country  was  the  man  who  was  using  the 
term  "  high  cost  of  living,"  because  every  man  in  America  had  a  job, 
if  he  was  willing  to  work,  and  he  got  the  price  of  living  at  that  high 
cost. 

^^ow,  the  first  thing  that  happened  that  made  me  sit  up  and  take 
notice  was  when  the  railroad  brotherhoods,  through  their  repre- 
sentatives— and  I  know  those  gentlemen  personally,  because  I  served 
f'n  Mr.  Wilson's  Industrial  Commission  for  several  weeks  with 
them— threatened  to  strike  if  the  high  cost  of  living  did  not  come 
down.  The  President  said,  as  you  all  remember,  "No;  don't  do 
that;  give  us  60  or  90  davs,  and  w^e  will  see  what  we  can  do  to  bring 
down  the  cost  of  living.'^  And  then  the  Attorney  General  took  up 
the  matter,  and  there  followed  the  prosecution  of  profiteers  and 
everybody  else,  and  there  began  a  systematic  bombardment  of  the 
bi^  cost  of  living. 

We  were  all  to  blame.  I  do  not  blame  the  administration,  and 
nobody  can  make  politics  out  of  this,  because  every  man,  woman,  and 
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child  in  Aiuerica  was  hollering  about  the  high  cost  of  living 
l)laming  somebody  for  not  bringing  it  down.  I  said  then  thi 
ought  not  to  come  down,  at  least  not  suddenly. 

Here  is  an  illustration  of  that  matter  from  mv  own  experi^ 
I  lived  through  the  period  following  the  Civil  War,  when  we  I 
wheat  up  to  nearly  $8 — $2.80,  anyway.  Within  a  few  years  aj 
wards  I  sold  wheat  off  that  same  farm  for  55  cents.  Wlien  we  I 
the  $3  wlieat  we  were  payipg  our  farm  hands  $3  a  day.  I  was  a 
then.  The  ^-ear  that  I  cut  the  55-cent  wheat  on  the  same  farm 
turned  away  from  our  wheat  field  just  twice  as  many  men  aa 
could  use — in  those  days  we  used  the  sweep-rake  reaper  instead  ofl 
binder — and  we  fed  those  men  at  our  kitchen  door  as  they  trairi 
the  highways  looking  for  a  job.  AVhat  men  I  hired  I  put  to  ^^^ 
at  60  cents  a  dav,  and  I  could  have  hired  them  for  a  quarter  jua 
well.  \    i^ 

Now,  I  have  never  known  distress  in  the  country  except  whenj  ^ 
cost  of  living  was  it  its  lowest,  and  I  have  never  known  distj  hck 
when  the  cost  of  living  was  at  its  highest.  So,  as  I  say,  I  w<|  f^!' 
prefer  the  higher  level  in  my  philosophy  of  the  situation.  ^j 

But  the  real  problem  now  with  the  farmer  that  is  out  of  debt-  fw 
man  who  is  in  debt  has  some  problems  of  his  own — but  to  the  i  ^ 
who  is  out  of  debt,  or  nearly  out  of  debt,  if  everybody  else  had  ^ 
fered  the  same  collapse  in  his  expectation  of  income  that  the  fail  Rt<* 
had  suffered  we  would  all  have  been  on  an  equality.  I    ^; 

Now,  I  have  a  chart  here  whicR  I  think  we  have  worked  out  pr*  ^ife 
carefully.  tnai  ^^1* 

Starting  at  the  normal  in  1913,  down  liere  [indicating  on  cluj  ^ 
take  labor  and  transportation.  Transportation  moved  along  '  |^ 
way,  and  then  when  it  got  here  it  went  away  up  there.  Now,  i  l£ 
culture  followed  this  line  out,  and  when  it  got  out  here  it  came  d  ^ 
here.  Everything  else  is  now  above  agriculture,  comparati]  ^^li 
Here  are  land  values,  still  up  here.  They  are  coming  down,  voii  |S^ 
and  thev  are  now  down  to  here.  Wages  went  from  normal  u|  ?J!!? 
here,  f'arm  wages  have  come  down  here,  but  farm  products 
come  down  much  lower. 

Representative  Ten  Eyck.  Is  there  information  by  which 
could  have  put  a  line  on  there  showing  the  prices  of  food  produc 
the  consumer  in  comparison  with  the  other  averages?  That  i 
mv  mind,  where  the  crux  of  the  situation  lies,  looking  at  it  f ron 
()t)ier  angle.  If  farm  products  have  dropped  to  the  point  you 
cate  they  have,  and  the  purchase  price  to  the  consumer  is  stil 
you  have  not  started  an  equalization  of  economic  conditions  ai 
all  industries  of  the  country. 

Mr.  Atkeson.  That  is  right.  That  reduces  consumption,  an( 
effect  has  been  to  destroy  our  market  if  the  retail  price  is  kep 
When  men  are  out  of  employment  and  other  industries  are  shu 
down,  consumption  falls  off. 

Representative  Ten  Eyck.  Could  you  not  put  that  line  on  thei 

Afr.  Atkeson.  We  could  put  that  on  there;  yes. 

Representative  Ten  Eyck.  I  think  it  would  be  very  interests 
see  that  in  comparison  with  the  otliers. 

Mr.  Atkeson.  These  other  lines  show  more  of  that,  however, 
I  think  you  realize.    The  price  that  the  farmer  gets  is  such  a 
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Mowers. 

Miudin. 

Nails. 

OTenlls. 

Padlocks. 

Paint  brashes. 

Paint,  mixed. 

Paris  green. 

Picks. 

Pincers. 

Pitchforks. 

Plows. 

Portland  cement . 

Raincoats. 

Rope,  hemp. 

Rubber  boots. 

Sacks,  grain. 

Saddles. 

Salt,  for  stock. 
cjal.  Saws,  buck. 

Scythes. 

Sheeting. 

Shingles. 

Shirts,  flannel. 

Shoes. 

Shotguns. 

Shovels. 

Staples. 

Starch. 

Steel  wire. 

Stoves. 

Sugar. 

Sufohur. 

Tedders. 

Tin  pails. 

Tobacco,  plug. 

Twine,  binder. 

Wagons,  double. 

Waams,  sin^^. 

Wifidng  oumvators. 

Wheelbarrows. 

Wire  fence, 
n .       Wooden  buckets. 

Wooden  washtnbs. 


<K>N8tll£t8«    18 
WAMU  PBOBUCTS. 

Sirloin  steak.  ) 

Round  steak. 

Rib  roast. 

Chuck  roast. 

Plate  beef. 

Pork  Chops. 

Bacon. 

Ham. 

Lard. 

Bread. 

Flour. 

Potatoes. 

Lamb. 

Hens. 

Eggs. 

Butter. 

Com  meal. 


PBOBUCBBS*  U 
FABM  FB0BUCT8. 


■Beef  cattle. 


aothing. 


Hogs. 

|Wheat. 

Potatoes. 

Sheep. 

Chiciens. 

B^ter. 

Com. 
rWool. 
\Cotton. 

Apples. 

Rye. 

Oats. 

Barley. 
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Wamsutta  sheeting. 
Conmion  brick. 
Bituminous  coal. 
Yellow-pine  flooring. 
Cement. 
Pig  iron. 
Gasoline. 
Structural  steel. 
Sisal. 


B  leather. 
Sulphuric  add. 
In^  copper. 

Land  values  for  1921  estimated. 

Farm  wages  for  1021  only  10  large  farming 
Statesused.  .r  »  s 

Figures  supplied  by  U.  8.  Dept.  of  Agriculture 
and  Bureau  of  LAbor  Statistics. 
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Irtof  what  the  consumer  pays  that  it  would  make  but  little  ditFer- 
ce  if  the  farmer  did  not  ^jet  anything. 

Representative  Ten  Eyck.  But  it  would  show  whether  or  not  tlio 
dsumers'  price  paxalleled  the  w^holesale  prices  on  the  farm. 
Mr.  Atkeson.  Well,  they  have  not  gone  down.  We  find  that  whilo 
;ail  prices  have  declined  somewhat,  the  percentage  of  decline  is 
ry  much  less  than  the  farmer  has  suffered.  We  are  paying  about 
percent  less  this  year  for  farm  labor  and  other  costs  of  production 
pn  we  did  last  vear,  but  the  farmer  has  suffered  a  decline  of  50  per 
^t  or  more  in  the  price  of  his  products. 

Kow,  then,  if  wages  would  come  down  the  same  way — I  do  not 
"Int  to  beat  wages  down :  I  wish  we  could  keep  them  up,  but  we 
i  not  for  any  great  length  of  time  maintain  this  difference  between 
profits  of  agriculture  and  of  other  occupations  without  destroy- 
1^  agriculture  or  letting  up  on  agriculture. 

do  not  exi>ect  legislation  to  do  this  letting  up;  it  must  be  let 
on  in  the  economy  of  things.  That  is,  the  farmers  must  produce 
and  less  if  they  must  continue  to  produce  at  a  loss.  They  will 
tivate  the  most  profitable  acres;  they  will  hire  fewer  men. 
There  is  one  thing  I  have  noticed  in  traveling  across  the  country, 
wnething  which  is  perfectly  manifest,  which  bears  on  this  question 
a  a  general  way.  The  farmers  are  neglecting  very  seriously  what 
fce  railroads  would  call  "  maintenance  "  or  "  upkeep."  They  are  let- 
b|r  their  fences  rot  down,  they  are  permitting  briers  tf)  grow  in  the 
isnce  corners  and  in  their  pasture  fields.  There  is  a  place  down  in 
lason  County,  in  my  State,  just  across  the  Kanawha  River  from 
ly  home;  there  must  be  several  hundred  acres  in  it.  lentil  the  war 
ime  on  and  wages  went  up  the  owner  would  every  sununer  hire 
len  to  cut  the  sprouts  and  briers  and  keep  that  land  clean.  To-day, 
koking  at  it  from  across  the  river,  three-quarters  of  a  mile  away,  you 
Hn  not  tell  that  it  has  ever  been  cleared ;  it  is  literally  covered  with 

fronts  and  briers  and  such  things;  there  are  no  big  trees  on  it,  but 
is  a  bramble  patch.    That  is  going  on  all  over  the  country. 

Some  people  say  that  is  what  happened  to  the  railroads  under 
Dovemment  operation,  they  were  not  kept  up,  and  some  day  some- 
My  must  build  up  these  broken-down  fences,  clean  out  the  fence 
Corners,  and  clear  away  these  briers. 

^'ow,  the  farmers  are  neglecting  that  and  concentrating  their 
fforts  and  that  of  the  men  they  do  hire  at  these  higher  wages  on  the 
fanple  operation'  of  the  production  of  the  money  crop.  You  can  see 
lat  from  the  car  windows  from  one  side  of  this  country  to  the  other, 
t  do  not  see  how  legislation  can  remedy  that,  but  that  is  the  situation. 
To  save  themselves  they  are  concentrating  their  efforts  on  reducing 
ke  cost  of  production  of  the  crop  by  neglecting  the  maintenance 
problem,  which  is  an  important  problem.  The  upkeep  of  the  farm 
s  an  important  part  of  farm  operation.  It  can  be  neglected  for  a 
^hile,  but  it  can  not  be  neglected  forever. 

Another  thing,  they  are  buying  less  fertilizer  and  are  concentrat- 
Jij?  their  efforts  on  the  acres  that  are  most  productive  without  fer- 
ilizer  until  their  productiveness  is  reduced. 

Representative  Ten  Eyck.  Then  they  lose  more  than  the  $750, 
because  this  is  a  deferred  loss  ? 

I  Mr.  Atkesox.  All  of  that  is  a  loss  of  capital;  it  is  a  loss  in  the 
Want,  so  to  speak.     It  is  a  deterioration  of  tlie  plant  that  must  be 
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restored  some  time.    They  may  say  that  it  is  an  invisible  or  in- 
tangible loss,  but  it  is  none  the  less  real. 

Isow,  all  those  things  are  matters  that  need  to  be  taken  into  con- 
sideration by  your  committee.  The  question  is,  Can  legislation 
remedy  the  situation  ?  You  will  find  in  the  twenty-odd  propositions 
that  we  have  submitted,  that  are  the  product  of  the  best  thinking 
that  our  organization  can  give  to  it,  suggestions  at  least  for  legisla- 
tion that  may  ameliorate  or  modify  orl^nefit.  I  do  not  think  any 
sensible  farmer  expects  Congress  to  do  anything  that  will  entirely 
relieve  him  from  the  consequences  of  inflated  values,  because  sooner 
or  later  values  had  to  come  down  in  some  way  or  other.  I  think  they 
have  come  down  needlessly  rapidly.  If  they  had  come  down  slowly 
we  could  have  hedged  against  them.  It  is  like  the  case  of  a  man 
up  in  an  airplane;  if  he  discovers  that  his  machinery  is  sloAvly  get- 
ting out  of  order  he  can  get  back  to  earth  safely,  but  if  it  happens 
all  of  a  sudden  it  smashes  him  up.  Economically  the  farmers  of  the 
country  were  pretty  badly  smashed  up  in  this  present  fall.  i 

I  have  never  been  disposed  to  accuse  anybody  of  a  deliberate  orl 
malicious  intent  to  injure  agriculture.  I  can  not  conceive  of  anybody 
engaged  in  any  occupation  or  associated  with  any  political  party  or 
religious  sect  who  would  deliberately  and  maliciously  injure  the  one 
occupation  upon  which  the  prosperity  of  everybody  else  musi 
ultimately  depend.  We  may  think  they  are  more  aristocratic — j)eople 
who  engage  in  other  occupations — that  they  wear  better  clothes, 
smoke  better  cigars,  and  have  a  better  time,  but  that  anybody  or  any 
group  of  individuals  would  deliberatelv  do  anything  to  injure  agri- 
culture, I  can  not  believe.  I  think  tliey  are  thoughtless  of  theii 
own  welfare  in  being  party  to  anything  that  does  tend  to  injun 
agriculture. 

So  it  has  seemed  to  me  that  our  city  people,  our  nonagricultural 
people,  need  education  to-day  as  to  the  facts  bearing  upon  agricultnrt 
more  than  any  other  class  of  Americans  to-day.  And  I  think  thej 
are  beginning  to  get  their  eyes  opened.  You  gentlemen  here  il 
Congress  know  that  there  is  more  talk  in  Congress,  more  talk  in 
newspapers,  more  agitation  than  ever  before,  because  the  countrj 
is  beginning  to  realize  that  if  you  hurt  agriculture  you  hurt  everV' 
body  else. 

For  instance,  assuming  that  the  slump  in  last  year's  prices  was 
$5,000.000,00(K- and  as  nearly  as  you  can  get  at  the  figures,  that  ifl 
a  conservative  estimate — they  will  all  continue  to  Jive  one  wav  or 
another  without  that  $5,000',000,()00,  but  if  they  had  that  $5.a)0. 
000,000,  if  they  had  received  it  they  would  have  expended  every 
dollar  of  it  one  way  or  another;  they  would  have  bought  automobiles, 
they  would  have  built  new  barns,  new  houses,  new  silos,  put  ia 
drainage  systems,  and  that  $5,000,000,000  would  have  paid  billions 
of  other  debts  and  contracts,  because  it  would  have  C(mtinued  to 
oi3erate  in  the  business  affairs  of  the  country.  But  when  you  destroy 
practically  the  whole  of  the  farmers'  purchasing  power— and  diey 
represent  one-third  of  the  people  of  the  country,  and  fully  one-half  of 
the  purchasing  power  of  the  countrA^ — and  that  $5,000,000,000  not  only 
took  all  of  their  profit  but  a  large  part  of  their  accumulated  revenue 
that  they  had  put  into  the  cost  of  production. 

There  is  talk  about  a  buyers'  strike.  So  far  as  the  farmer  was 
concerned  it  was  not  a  buyers'  strike;  they  just  did  not  have  the 
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money.    They  just  quit.     They  quit  buying  because  that  was  the 

onJy  sensible  thing  to  do.  And  when  they  failed  to  spend  that 
^0,000,000,000  other  people  began  to  look  around  for  buyers  and 
everybody  began  to  slow  down.  The  factories  began  to  find  that 
tliev  could  not  sell  their  products,  and  so  they  began  to  lay  off  men, 
and  the  men  were  out  of  employment,  and  so  they  could  not  eat 
quite  so  much,  and  they  had  to  slow  down.  And  everybody  feels 
the  slowing  down  process,  but  if  you  could  have  maintained  the  price 
of  farm  products— I  do  not  know  any  magic  way  by  which  it  could 
have  l)een  done ;  I  confess,  I  give  it  up — but  if  it  could  have  been 
done,  if  you  could  have  given  the  farmers  that  $5,000,000,000,  the 
situation  would  be  much  better.  I  think  the  farmers  have  practically 
reached  the  bottom  of  the  well.  There  are  going  to  be  some  fluctua- 
tions; there  always  has  been,  and  always  will  be. 

Xow,  the  attitude  of  other  people  has  a  direct  bearing  on  the  get- 
ting to  shore  on  this  proposition.  A  doctor  in  this  city  was  in  my 
house  the  other  Sunday — this,  is  worth  mentioning,  because  this  ap- 
plies to  all  the  other  doctors  in  Washington — and  he  took  occasion 
to  *ret  off  quite  a  lengthy  tirade  against  union  labor  for  not  reducing 
their  scale  of  wages  along  with  the  price  of  the  farm  products,  and 
other  products  in  the  country.  When  he  got  through  with  his  story 
I  said,  "  But,  Doctor,  when  I  came  here  only  a  few  years  ago,  you 
charged  a  certain  fee  to  come  around  to  my  house,  and  now  you 
charge  me  just  twice  as  much."  I  said,  "  If  union  labor  ghould  come 
down,  as  we  farmers  have  come  down,  why  should  you  not  reduce 
four  charges  in  the  same  proportion  ?  "  Mr.  Doctorman  went  right 
Qp  in  the  air.  He  said,  "  That  is  a  different  proposition.  That  is 
personal  service."  So  it  is,  but  these  farmers  have  to  pay  for  it. 
He  got  up  there  during  the  war  time,  and  now  does  not  come  down. 
Rie  same  thing  is  probably  true  of  the  charges  of  lawyers  and  other 
professional  men. 

I  was  talking  not  long  ago  with  a  rather  prominent  union  labor 
)fficial,  and  I  predicted  that  the  price  of  union  labor  must  come  down. 
He  got  very  excited,  and  said  that  labor  was  not  a  commodity  and 
that  wages  should  not  be  reduced.  I  reminded  him  that  nobody 
should  employ  labor  at  a  greater  price  than  the  cost  of  what  labor 
!ould  produce  plus  a  profit ;  that  while  labor  may  not  be  a  commodity, 
i  can  not  be  expended  in  the  production  of  a  commodity  if  the  price 
)f  the  commodity  will  not  pay  the  cost  of  the  labor,  plus  at  least  a 
gambler's  chance  for  a  profit. 

Xow,  this  is  what  has  happened,  and  the  statement  was  made  in  the 
press  this  morning  by  somebody — by  the  Secretary  of  Labor,  I  be- 
iieve— that  there  were  nearly  6,000,000  men  out  of  empbyment  in 
iis  country.  Their  income  is  cut  off,  and  those  millions  of  dollars 
hat  they  might  spend  they  can  not  spend,  because  they  are  just  like 
hejFarmers,  they  can  not  spend  it  because  they  do  not  have  it. 

Now,  if  it  is  true  that  there  are  6,000,000  men  out  of  employment, 
t  is  only  a  reasonable  probability  that  between  now  and  next  spring 
there  will  be  many  more  men  out  of  employment,  and  possibly  bread 
lines  and  soup  kitchens  all  over  this  countrj^  which  would  be  a 
calamity  indeed. 

Agriculture  got  hit  first,  and  got  hit  worst.  I  do  not  consider  it 
as  bad  off  as  what  may  come  to  some  other  people.  I  wish  I  could 
save  all  of  our  people  from  want  and  poverty.    I  do  not  have  any 
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malice  against  any  of  them.  But  I  do  not  think  there  is  enough 
wisdom  in  the  United  States,  or  in  Congress,  to  cure  all  the  conse- 
■quences  of  the  four  years  of  destruction.  But  when  you  begin  to 
reduce  the  purchasing  power  of  an^v  great  group  of  our  people,  you 
must  reduce  the  price  of  commodities.  That  is  as  certain  as  that 
one-half  of  4  is  2.  And  not  having  reduced  the  commodities  of  the 
farmers  and  the  factories,  we  find  we  have  overproduction,  or,  to  put 
it  the  other  way,  we  say  we  have  underconsumption,  and  with  over- 
production or  underconsumption,  we  find  that  somebody  must  pay 
the  cost  anyway. 

Just  one  other  thing  that  is  a  climax  to  it,  and  I  beg  the  indulgence 
of  the  commission  for  this.  It  is  only  an  illustration  of  where  we 
may  be  coming  to.  I  remember  that  I  helped  to  drive  nails  into 
a  fence  that  my  father  was  building,  for  which  he  paid  $8  a  kejr 
right  after  the  Civil  War.  Within  a  few  years  afterwards — I  can 
not  give  the  dates — I  helped  to  drive  the  same  kind  of  nails,  for 
which  my  father  paid  90  cents  a  keg.  And  the  same  nail  mill  that 
had  made  the  nails  at  $8  had  made  the  nails  at  90  cents.  But  that 
nail  mill  went  into  bankruptcy  and  shut  up  and  has  not  made  a 
nil  from  that  day  to  this,  and  there  isn't  anything  left  of  the  old 
mill  except  some  few  stones  of  the  foundation. 

Now,  we  were  able  to  pay  $8  a  keg  for  nails  at  that  time  and  did 
it  cheerfully,  for  we  were  then  getting  $30  a  ton  for  hay,  which  was 
considered  a  tremendous  price,  and  we  were  getting  nearly  $3  % 
bushel  for  wheat.  But  when  conditions  came  that  we  could  buy  nails 
for  90  cents. the  nail  mill  went  into  bankruptcy  and  we  did  not. 
While  we  were  hurt  to  beat  the  band,  the  nail  mill  was  hurt  to  beat 
two  bands;  it  was  put  out  of  business. 

Now,  I  don't  know  how  far  the  present  tendency  is  going  in  that 
direction.  I  hope  that  Congress  and  people  of  large  wisdom  caB 
put  the  brakes  on  this  situation,  because  it  is  becoming  serious  to 
all  of  us.  Maybe  we  could  afford  to  let  it  go  if  it  were  only  serious 
to  the  people  out  in  the  country,  but  that  is  not  true.  It  is  not  limited 
to  the  people  in  the  country  or  to  anv  one  group  in  this  present 
situation.  I  am  hopeful — constitutionally  hopeful,  because  I  believe 
that  these  American  people,  with  all  tliese  larjje,  productive  fields 
and  their  great  energy,  with  all  the  resources  of  this  great  country, 
are  going  to  get  through  this  situation  somehow;  and  we  all  hope 
that  it  will  be  with  the  least  possible  distress,  and  that  the  time 
may  be  not  very  far  off  when  we  will  get  things  adjusted  one  to 
the  other.  And  that  is  inevitable;  they  must  be  adjusted  on  a  sound 
economic  basis. 

The  house  on  my  farm  in  which  T  was  born  burned  last  fall ;  it  has 
been  a  tenant  house  for  years.  It  burned  and  we  were  very  much 
in  need  of  a  tenant  house,  and  we  made  some  investigation  about  get- 
ting carpenters  to  build  a  new  house.  We  could  not  find  carpenter? 
short  of  the  city  of  Charleston,  85  miles  off,  and  the  union  carpen- 
ters' scalf  of  wages  was  an  8-hour  day  and  $1.25  an  hour.  We  just 
quit.  And  we  will  keep  our  farm  hands  in  tent  or  we  will  keep  them 
in  the  woodshed;  we  simply  will  not  build  a  tenant  house  and  pay 
$1.25  an  hour  for  an  8-hour  day.  A  man  is  not  going  to  stay  in 
the  country  at  a  dollar  a  day  if  he  can  get  $1.25  an  hour  on  car- 
penter jobs.    He  would  be  a  fool  if  he  did. 
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Xow,  our  carpenter  friends  are  injuring  themselves,  if  they  only 
knew  it.   We  must  all  stay  up  or  we  must  all  come  down. 

Mr.  Hoover  tells  us  that  the  ^eat  need  of  the  country  is  houses, 
which  is  true  except  in  the  country.  And  everybody  in  the  cities 
is  complaining  about  high  rents.  If  the  carpenters  and  other  me- 
chanics of  this  coimtry  would  go  to  work  at  half  what  they  are  now 
demanding  and  work  a  10-hour  day,  it  would  not  be  12  months  until 
the  rent  question  would  take  care  of  itself.  But  just  so  long  as 
they  keep  up  the  cost  of  construction  to  where  it  is  nobody  will  build 
I  house  without  a  reasonable  expectation  of  a  high  rent.  Of  course, 
be  will  not.  It  is  like  my  tenant  house  that  burned ;  I  am  not  going 
to  rebuild  it,  but  I  would  rebuild  it  if  I  could  hire  carpenters  at 
ibout  $3  a  day. 

And  these  things  all  hook  one  into  the  other.  You  can  not  have 
I  collapse  of  any  ^reat  class  of  our  citizenship,  whether  laborers,  me- 
:hanics,  or  professional  men,  or  engineers,  or  manufacturers,  or  what- 
H)t,  without  aflFecting  everybody  else.  So  that  anybody  that  thinks 
^  is  going  to  escape  what  has  happened  to  the  farmers  will  be  dms- 
laken,  and  you  tell  him  on  my  say-so  that  he  can  not  do  it.  He  has 
^t  it  coming  to  him  in  a  greater  or  less  degree.  And  the  more  he 
am  do  to  save  and  help  the  farmers  the  less  the  calamity  will  come 
0  him.  That  is,  he  is  mterested  in  helping  agriculture  to  recover  a 
)riee  that  will  pay  the  cost  of  production  plus  a  profit.  We  hope 
0  meet  you  coming  down  as  we  go  back  up. 

Now,  if  Congress  can  help  and  the  manufacturing  interests  can 
»elp  bv  tariff  laws  or  any  other  laws  that  are  economically  sound, 
ill  right.    We  are  with  you  for  general  prosperity. 

Now,  we  can  raise  the  price  of  farm  products  between  now  and 
iext  week  up  to  war  prices,  as  was  sugg^ted  to  me  this  morning,  if 
^e  start  the  printing  presses  on  a  Treasury  note  like  our  old  green- 
tock  currency,  and  if  we  printed  enough  of  them,  but  they  would 
)robably  be  50-cent  dollars.  We  do  not  want  to  cure  this  condition 
>y  a  medicine  that  will  be  worse  than  the  disease.  I  am  not  states- 
nan  enough  to  see  all  the  way  out.  It  is  a  serious  proposition  that 
his  commission  has  to  deal  with.  We  have  indicated  some  measures 
>f  legislation  that  we  think  will  be  helpful.  And  I  think  Congress 
B  willing  to  accept  any  reasonable  suggestions  that  will  help. 

^ow,  gentlemen,  I  have  taken  up  a  good  deal  of  your  time,  and  I 
hank  you  for  your  indulgence. 

The  Chairman.  You  have  made  a  very  interesting  statement, 
^T.  Atkeson,  and  we  are  very  much  obliged  to  you. 

Now,  Mr.  Butterworth,  we  will  be  glad  to  hear  you.  Will  you 
Jease  give  your  full  name  and  address  to  the  reporter? 

ITATEMENT  OF  MB.  EDWABD  T.  BTJTTEEWOBTH,  CORNEB  SECOND 
AHD  DOCK  STBEETS,  PHILADELPHIA,  PA.,  UEUBEB  OF  THE 
FIEM  OF  Gt.  W.  BTITTEBWOBTH  AND  PBESIDENT  OF  THE  INTEB- 
IAHONAL  APPLE  SHIPPEBS  ASSOCIATION. 

^Mr.  Butterworth.  Mr.  Chairman  and  gentlemen  of  the  commis- 
non.  My  name  is  Edward  T.  Butterworth.  I  am  a  member  of  the 
Bnn  of  6.  W.  Butterworth,  with  oflSces  at  the  northeast  comer  of 
Second  and  Dock  Streets,  Philadelphia,  Pa. ;  and  also  president  of 
the  International  Apple  Shippers  Association,  general  offices  of 
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which  organization  are  located  at  Rochester,  N.  Y.    My  firm  is 
en^ged  in  the  wholesale  handling  of  fruits  and  vegetables. 

I  am  here  at  the  request  of  Chairman  Anderson  to  make  a  state- 
ment on  certain  points  relating  to  Philadelphia's  terminal  facilities 
for  perishables  as  outlined  in  his  letter  to  me  under  date  of  July  22, 
1921. 

Before  entering  upon  a  discussion  of  that  subject,  however,  I 
desire,  as  president  of  the  International  Apple  Shippers  Association, 
to  assure  you  of  our  interest  in  the  inquiry  that  you  are  conducting 
and  also  to  assure  you  that  we,  as  an  organization,  are  desirous  of 
cooperating  with  you  in  any  way  that  we  can  and  that  we  will  at  all 
times  be  only  too  glad  to  give  you  any  information  that  we  have 
that  will  throw  any  light  on  the  matters  that  you  are  investigating. 
We  have  in  our  trade  three  large  or^nizations,  the  International 
Apple  Shippers  Association,  the  National  League  of  Commission 
Merchants  of  the  United  States,  whose  general  mana^r  and  secre 
tary,  Mr.  R.  S.  French,  has  accompanied  me  here,  and  the  Western 
Fruit  Jobbers  Association  of  America.  The  officers  of  these  three 
organizations  form  what  is  known  as  the  joint  coimcil  for  considera- 
tion of  matters  of  vital  interest  to  the  whole  industry.  The  joint 
council,  therefore,  represents  approximately  1,500  firms  hanaling 
fruits  and  vegetables  in  a  large  way  or  perhaps  75  per  cent  of  the 
largest  distributors  of  these  commodities  in  the  country,  probably 
handling,  in  the  aggregate,  at  a  rou^h  estimate,  750,000  carloads  of 
fruit  and  vegetables  per  year.  The  joint  council  is  now  working  on 
a  trade  survey  with  respect  to  certain  representative  commodities 
as  handled  by  representative  firms  in  representative  markets,  and  I 
understand  that  they  expect  to  testify  before  this  commission  in 
September  and  I  am  convinced  that  the  information  that  they  will 
lav  before  you  will  be  of  value  to  you  in  your  investigation. 

li  am  here  to-day  simply  as  a  member  of  the  Philadelphia  trade 
engaged  in  the  handling  of  perishables.  As  I  tmderstand  it,  your 
purpose  in  calling  me  is  to  have  me  give  you  a  sort  of  picture  of  the 
physical  conditions  surrounding  the  handling  of  perishables  in  the 
JPhiladelphia  market,  particularly  with  respect  to  terminal  facili- 
ties, which  will  serve  as  a  background,  so  to  speak,  for  your  further 
investigations. 

It  is  necessary  at  the  beginning  for  you  to  understand  the  method 
of  distributing  perishables  in  Philadelphia — ^that  is,  through  whose 
hands  they  pass  en  route  to  the  consumer  and  why.  The  present 
chain  of  distribution  which  has  developed  through  natural  evolu- 
tion consists  of  the  wholesaler,  or  car-lot  receiver  on  the  market;  the 
jobber,  to  whom  he  sells  for  the  most  part  in  less  than  car  lots; 
and  the  retailer,  who  buys  from  the  joblber — except  when  his  busi- 
ness is  large  enough  to  permit  him  to  buy  in  sufficient  quantities  to 
purchase  his  supplies  from  the  car-lot  receiver — and  distributes  to 
the  consumer. 

It  might  be  well  at  this  point  to  say  just  a  word  about  the  large 
retailer.  During  the  last  few  years  a  method  of  retail  distribution  j 
of  fruits  and  vegetables  similar  to  the  chain-store  distribution  of  drj  ! 
groceries  has  sprung  up  and  developed,  but  not,  however,  on  as  large  I 
and  comprehensive  a  scale  as  is  the  case  with  the  chain-store  grocers. 
These  chain-store  grocers  themselves  also  handle  certain  staples  | 
extensively,  to-wit,  potatoes,  onions,  oranges  and  lemons,  and,  at  \ 
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certain  seasons  and  under  certain  conditions,  apples,  and  occasionally 
other  fruits.  This  chain-store  distribution  has  a  decided  tendency 
to  regulate  retail  pric^  and  retail  profits  and  hold  them  down  to  a 
reasonable  basis.  This  is  particularly  true  of  the  smaller  organiza- 
tions having  two  or  three  or  several  stores  and  handling  fruit  and 
vegetables  exclusively.  They  usually  operate  on  the  cash-and-carry 
{/Ian.  Their  store  fixtures  are  crude  and  inexpensive;  they  display 
fruits  and  vegetables  in  mass;  give  the  minimum  of  service  to 
their  customers,  and  hence  operate  under  a  comparatively  low  over- 
head. All  of  the  above  two  classes  of  retailers  buy  the  bulk  of  their 
supplies,  and  particularly  the  staples  which  they  handle  in  large 
quantities,  direct  from  the  car-lot  receiver,  and  on  that  account  they 
would  seem  to  eliminate  one  handling.  IBut  this  is  true  only  to  a 
limited  extent,  because,  especially  in  the  case  of  the  larger  organiza- 
tions, they  have  to  maintain  a  central  warehouse  and  distribute  in 
small  quantities  from  such  warehouse  to  the  individual  stores,  so 
that  to  a  very  considerable  extent  they  assume  the  place  and  function 
of  the  jobber  and  his  overhead  expense. 

There  are  a  number  of  terminals  in  Philadelphia  where  the  job- 
bers and  larger  retailers  go  to  purchase  their  supplies  of  the  various 
perishable  commodities  From  the  car-lot  receivers.  There  are  two 
principal  jobbing  sections  located  near  the  Delaware  River  front 
about  six  blocks  apart,  where  between  300  and  400  jobbers  operate 
their  stores  and  sell  their  commodities  to  the  smaller  retailers,  ped- 
dlers, restaurants,  hotels,  institutions,  and  all  of  the  other  classes  of 
trade  who  buy  from  the  jobber.  The  retailers,  of  course,  are  spread 
out  throughout  the  entire  city  and  the  suburban  sections,  so  that 
the  consumer  is  reached  at  every  point. 

Philadelphia,  as  you  know,  is  situated  at  the  junction  of  the 
Schuylkill  and  Delaware  Rivers,  the  latter,  of  course,  being  the  great 
waterway  along  which  the  port  of  Philadelphia  is  located.  I  have 
brought  with  me  a  map  which  I  have  lettered  and  marked  in  such 
a  way  that,  in  conjunction  with  my  testimony,  will  enable  you  to 
visualize  clearly  the  terminal  layout  of  Philadelphia.  I  will  leave 
this  map  with  you  as  an  exhibit. 

Now,  as  to  wholesale  terminals.  For  purposes  of  this  brief  sur- 
vey perishables  may  be  grouped  into  two  classes — bulk  commodities 
and  package  commodities.  Bulk  commodities  consist  almost  entirely 
of  potatoes  and  cabbage  grown  in  the  northern  and  central  part  of 
the  eastern  section  of  the  United  States  and  marketed  in  the  fall, 
winter,  and  spring  seasons,  and  watermelons  grown  in  the  southeast- 
ern and  central  eastern  territory  and  marketed  during  the  summer 
months.  Bulk  potatoes  and  cabbage,  and  occasionally  bulk  apples, 
are  handled  at  present  at  the  Philadelphia  &  Reading  Railway  po- 
tato yard  at  Second  and  Master  Streets,  which  has  a  team  track 
capacity  of  approximately  125  cars  and  is  designated  on  the  map  by 
the  letter  C ;  and  at  the  Pennsylvania  Railroad  potato  and  melon 
yard  at  Thirty-first  and  Chestnut  Streets,  which  is  designated  on  the 
map  by  the  letter  D  and  which  has  a  total  team  track  capacity  of 
approximately  150  to  175  cars.  Watermelons  in  bulk  by  rail  are 
handled  only  at  the  Pennsylvania  Railroad  jard.  Thirty-first  and 
Chestnut  Streets.  It  should  be  noted  in  this  connection  that  the 
Iteadiiig  yard  is  29  blocks  east  and  13  blocks  north  of  the  Pennsyl- 
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vania  yard.  By  blocks  I  mean  city  blocks.  It  should  also  be  noted 
that  the  Reading  yard  is  9  blocks  north  of  the  Vine  and  Callowhill 
Streets  jobbing  center  noted  on  tJie  map  by  the  letter  B  and  15  blocks 
north  of  tlie  larger  and  more  important  Dock  Street  jobbing  center, 
designated  on  the  map  by  the  letter  A;  also  that  the  Pennsj^lvania 
potato  and  melon  yard  is  30  blocks  west  of  the  Dock  Street  lobbincr 
center  and  30  blocks  west  and  6  blocks  south  of  the  Vine  and  Callow- 
hill  Streets  jobbing  center. 

Package  perishables  coming  from  all  points  of  origin  in  carloads 
by  rail  are  unloaded  and  sold  in  the  depots  and  to  a  small  extent 
from  the  very  limited  team  jtracks  of  the  Pennsylvania  Cold  Storage 
&  Market  Co.,  at  Thirtieth  and  Chestnut  Streets,  designated  on  the 
map  by  the  letter  E,  which  company  acts  as  terminal  agent  for  the 
Pennsylvania  Railroad  Co.,  receiving  in  compensation  a  fixed  ton- 
nage charge.  The  team  track  capacity  there  is  approximately  30 
cars.  There  are  three  large  covered  depots,  portions  of  which  can 
be  heated  from  the  power  plant  of  the  cold  storage.  The  cold  stor- 
age is  built  partially  over  one  of  the  depots  and  is  operated  in  con- 
junction therewith.  Different  commodities  are  handled  in  different 
depots.  Sacked  potatoes  and  onions  and  crate  onions  are  handled  in 
one  depot ;  green  vegetables  of  all  kinds  are  handled  in  another,  and 
fruits  in  the  third  depot.  But  this  arrangement  is  not  constant  and 
varies  with  the  different  seasons  and  as  the  different  commodities  are 
in  heavy  or  light  receipt.  Carloads  arriving  at  this  depot  are  un- 
loaded during  the  night  and  the  different  marks  sorted  and  piled 
separately  but  compactly.  Unloading  ceases  in  the  morning  one-half 
hour  before  the  depot  opens  for  the  sale  of  goods.  No  salesmen  are 
allowed  on  the  floor  and  no  packages  are  permitted  to  be  opened  until 
unloading  stops.  The  salesmen  have  one-half  hour  before  buyers 
come  on  the  platform  to  locate,  check  up,  count,  and  sign  to  the  car- 
rier for  their  receipts. 

The  maximum  number  of  carloads  of  package  fruits  and  vegetables 
that  have  ever  been  unloaded  and  piled  up  for  sale  at  one  time  on 
these  platforms  is  said  to  have  been  252  cars,  and  under  this  load 
the  3  depots  were  so  badly  congested  that  it  was  almost  impossible 
to  get  the  receipts  moved  in  any  reasonable  time,  and  in  many  cases 
impossible  for  salesmen  to  get  at  cars  to  sample  and  sell  them  until 

f)art  of  the  receipts  were  hauled  off  to  relieve  the  congestion.  The 
argest  number  of  cars  unloaded  in  any  one  day  this  past  season  was 
132  and  it  may  be  said  that  the  capacity  of  these  depots  is  approxi- 
mately 125  to  150  cars  to  unload  and  display  properly  and  handle 
quickly  without  congestion.  At  this  terminal  there  are.  probiEibly 
handled  at  least  50  per  cent  of  the  package  perishables  received  in 
car  lots  by  rail,  including  most  of  the  potatoes  that  come  in  barrels  or 
sacks,  all  of  the  sacked  and  crated  onions  and  nearly  all  of  the  southern 
grown  and  California  green  vegetables  and  southern  fruits,  prac- 
tically all  of  the  barreled  apples  from  all  sections,  and  practically  all 
of  the  western  boxed  apples  and  Florida  citrus  fruits  that  are  ^Id  at 
private  sale.  The  greater  part  of  the  heavy  receipts  of  New  York 
State  and  Pennsylvania  fruits  of  all  kinds  as  well  as  vegetables,  lire 
also  unloaded  and  sold  in  this  terminal.  It  should  be  noted  that  this 
terminal  is  approximately  the  same  distance  from  the  two  jobbing 
centers  as  the  Pennsylvania  yard  at  Thirty-first  and  Chestnut  Streets. 
In  other  words,  the  Dock  Street  jobbing  center  lies  29  blocks  east  of 
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it  and  the  Vine  and  Callowhill  Street  jobbing  center  29  blocks  east 
and  5  blocks  north.  In  view  of  the  fact  that  it  is  customary  to  figure 
distance  in  Philadelphia  roughly  on  the  basis  of  eight  average  city 
blocks  to  the  mile,  it  is  not  difficult  to  understand  just  what  these 
distances  mean. 

Two  more  very  important  terminals,  which,  as  they  are  immedi- 
ately adjoining  each  other,  may  be  considered  as  one,  are  the  B.  &  O. 
Railroad  pier  No.  12,  north  wharves,  Delaware  River  at  Race  Street 
and  the  adjoining  Pennsylvania  Railroad  Pier  just  north  of  it  at 
Vine  Street,  at  which  are  handled  at  auction  all  of  the  receipts  of 
citrus  and  deciduous  fruits  from  California  and  the  other  Pacific 
coast  States  and  practically  all  the  receipts  of  citrus  fruits  from 
Florida.  The  cars  are  unloaded  on  these  piers  by  the  railroad  com- 
pany and  lined  up  and  catalogued  by  the  Philadelphia  Auction  Co. 
and  later  sold  at  auction  from  the  catalogues  in  the  auction  room  on 
the  second  floor  of  the  B.  &  O.  pier.  The  samples  are  opened  by  the 
Philadelphia  Auction  Co.,  the  buyer  being  privileged  to  open  any 
other  packages  for  inspection  that  he  may  desire,  provided  he  leaves 
them  closed  up  in  original  condition.  The  president  of  the  Auction  • 
Co.  inform^  me  that  the  maximum  receipts  ever  unloaded  and  sold 
at  this  terminal  in  one  day  was  92  cars  and  that  the  average  receipts 
the  year  around  are  probably  about  40  cars  per  day,  there  being  no 
sale  held  on  Saturday.  These  two  terminals  are  indicated  on  the  map 
by  the  letter  F  and  are  more  conveniently  located  than  any  of  the 
other  terminals  mentioned,  being  within  a  block  or  two  of  the  Vine 
and  Callowhill  Street  jobbing  center  and  only  six  or  seven  blocks 
from  the  Dock  Street  jobbing  center. 

There  are  a  few  otner  unimportant  rail  terminals.  Vine  Street 
freight  yard  of  the  Pennsylvania  Railroad  adjoining  Vine  Street 
Pier  and  the  river  front,  designated  on  the  map  by  the  letter  Q;  the 
Philadelphia  &  Reading  freight  yard  at  Noble  otreet  on  the  river 
front;  and  the  Philadelphia  Warehousing  &  Cold  Storage  Co.,  which 
adjoins  the  Noble  Street  yard  and  which  acts  as  terminal  agent  for 
the  Philadelphia  &  Reading  Railway,  designated  on  the  map  by  the 
letter  H.  Both  of  these  yards  handle  a  few  cars  of  perishables,  but 
the  receipts  are  very  limited  and  no  trade  goes  to  these  yards  regu- 
larly to  purchase  supplies.  At  American  and  Berks  Streets  is  the 
Industrial  Cold  Storage  &  Warehouse  Co.,  designated  on  the  map 
by  the  letter  J,  which  also  acts  as  terminal  agent  for  the  Phila- 
delphia &  Reading  Railway  Co.  and  receives  a  limited  quantity  of 
apples  every  year  for  storage. 

We  must  also  consider  as  important  terminals  the  two  jobbing 
sections  at  Dock  Street  and  vicinity  and  Vine  Street  and  Callowhill 
Street  and  vicinity,  designated,  respectively,  on  the  map  by  the 
letters  A  and  B,  because  of  the  fact  that  the  heavy  receipts  by  vehicle 
from  near-by  territory  and  aU  express  shipments,  except  solid  car- 
loads, are  received  and  sold  at  the  jobbers^  and  receivers'  stores  in 
these  sections.  During  the  summer  season,  especially,  the  greater 
part  of  Philadelphia's  fruit  and  vegetable  supply  comes  from  this 
near-by  territory,  and  the  receipts  are  considerable  throughout  the 
year,  but  light^,  of  course,  in  the  late  winter  and  early  spring 
months,  before  the  new  crop  of  vegetables  comes  on.  The  location 
of  the  two  jobbing  centers  is  logical,  being  due  to  the  fact  that  the 
major  portion  of  these  near-by  receipts  by  vehicle,  originates  in 
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New  Jersey — the  teams  and  motor  trucks  crossing  the  river  on 
Market  Street  and  Chestnut  Street  ferries  close  to  the  Dock  Street 
center  and  on  the  Vine  Street  Ferry  adjacent  to  the  Vine  Street 
center.  Then,  too,  a  certain  proportion  of  the  near-by  receipts 
originating  north  or  south  along  tne  Delaware  River  or  Delaware 
Bay  comes  into  Philadelphia  by  boat  and  unloads  at  the  various 
docks  along  the  river,  which  lay  for  the  most  part  between  the  two 
jobbing  centers.  Therefore,  I  say  that  the  location  of  these  jobbing 
centers  is  natural  and  logical,  and  this  is  also  emphasized,  of  course, 
by  the  fact  that  there  is  considerable  distribution  from  the  jobbing 
sections  by  boat  up  and  down  the  Delaware,  although  this  traffic  has 
of  recent  years  declined  in  importance  with  the  rapid  growth  of 
motor-truck  hauling. 

The  foregjoing  gives  you  a  general  picture  of  the  terminal  facili- 
ties for  perishables  in  jPhiladelphia,  and  in  relation  thereto  I  will 
discuss  for  a  few  moments  the  points  brought  up  by  Chairman 
Anderson  in  his  letter  to  me,  which  I  have  previously  mentioned. 

(1)  The  adeauacy  of  exhtktpy  fadlit^ef^. — Pennsylvania  Cold  Stor- 
age &  Market  Co.  (see  map  E),  which  as  a  railroad  depot  is  known 
as  West  Philadelphia  Market  House,  was  organized  and  put  into 
operation  about  the  year  1888;  it  was  built  to  accommodate  the 
Pennsylvania  Railroad's  package  receipts  of  perishables  at  that 
time.  Its  facilities  have  not  been  increased  to  any  appreciable  ex- 
tent since  that  time,  the  natural  limitations  of  the  location  being  such 
as  to  make  such  increase  difficult  if  at  all  possible.  Since  that  time, 
however,  the  population  of  Philadelphia  has  increased  about  8u 
per  cent,  and  there  has  also  developed  with  prosperous  times  a 

? greater  appreciation  of  the  value  of  fresh  fruits  ana  vegetables  for 
ood,  witn  a  consequent  increase  in  per  capita  consumption.    It  is 
axiomatic,  therefore,  that  the  depots  at  West  Philadelphia  Market 
House  are  antiquated  in  form  and  handling  methods  and  inadequate 
to  the  present  needs  of  the  city.    The  question  of  adequacy  or  in-' 
adequacy  of  terminal  facilities,  in  my  opinion,  should  be  considered 
in  terms  of  the  peak  load,  and  if  facilities  are  not  sufficient  to  prop- 
erly take  care  of  receipts  at  the  time  when  they  are  heaviest  they 
must  be  considered  inadequate.    Under  present  conditions  the  car- . 
rier  compels  the  consignee  to  sign  and  receipt  for  and  take  delivery 
of  cars  on  the  platform  before  the  market  opens,  giving  the  carrier 
a  clear  receipt,  and  disavows  any  responsibility  for  the  safety  of, 
the  lading  thereafter,  it  being  entirely  up  to  the  consi^ee,  so  thev^ 
say,  to  watch  his  cars  and  prevent  stealing  and  pilfering  until  the" 
goods  are  moved  from  the  platform.     Incidentally  the  receivers 
deny  that  the  carrier  has  a  right  to  absolve  itself  in  this  way  fromij 
all  responsibility,  and  our  contention  has  recently  been  substantiated 
by  a  decision  of  the  United  States  Supreme  Court,  to  wit,  Mark 
dwen  &  Co.  V,  Michigan  Central  Kailroad.    However,  that  is  neither 
here  nor  there ;  the  market  company,  as  agent  for  the  carrier,  takes 
a  similar  position;  consequently  the  successful  operation  of  this 
method  of  handling  from  an  efficiency  standpoint  is  predicated  on 
the  segregation  of  all  of  each  consignee's  entire  receipts  on  any 
one  day   at  one  point  on  the  platform;  but,  unfortunately,  the 
physical  situation  is  such  that  the  market  company  is  unable  to  do 
this  under  pressure  of  even  moderately  heavy  receipts.    Consequently 
the  receiver  has  to  employ  more  help  at  the  depots  than  would  be 
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necessary  if  he  could  depend  upon  having  his  receipts  properly  segre- 
gated at  all  times,  and  this  is  reflected  in  his  overhead,  or  cost 
of  doing  business.  Pennsylvania  Railroad  officials  in  conference 
have  freely  admitted  the  inadequacy  of  the  facilities  at  the  market 
house  and  promises  for  improvement  have  been  made,  but  it  is  the 
belief  of  the  trade  generally  that  the  possibilities  for  improvement 
and  expansion  there  are  extremely  linuted  and  not  in  line  with  the 
contemplated  growth  of  the  market.  For  purposes  of  quick  handling 
the  team  track  capacity  of  about  30  cars  of  this  terminal  is  used 
for  unloading  direct  from  the  cars  to  delivering  trucks,  the  com- 
modities being  sold  from  samples  placed  on  the  platform  prior  to 
the  opening  of  the  market,  and  this  relieves  the  congestion  to  some 
extent.  It  would  be  possible  to  materially  relieve  it  in  the  busy 
spring  months  if  cars  were  permitted  to  be  placed  in  the  Thirty-first 
and  Chestnut  Streets  yard  (see  map  D),  with  the  privilege  of  sam- 
pling on  the  platforms  at  the  market  house,  but  the  market  com- 
pany does  not  permit  this  in  view  of  the  fact  that  no  tonnage  charge 
accrues  to  them  on  goods  unloaded  from  tracks  at  the  Thirty-first 
and  Chestnut  Streets  yard,  which  is  good  business  from  the  stand- 
point of  the  market  company,  but  bad  business  from  the  standpoint 
of  efficiency  of  handling  in  time  of  congestion. 
Connected  with  one  of  the  three  large  depots  is  a  cold-storage 

flant,  with  a  capacity  of  possibly  350  to  400  cars  under  refrigeration, 
f  a  car  is  unloaded  on  this  platform  it  can  be  trucked  into  cold 
stora^  by  hand  and  later  sampled  out  of  cold  storage  for  sale  at 
any  time  with  no  additional  charge  other  than  the  regular  cold- 
storage  rate,  and  so  far  as  this  goes  it  is  an  admirable  arrangement ; 
but  unfortunately  the  cold-storage  space  available  here  is  only  a 
small  fraction  of  what  is  needed  for  a  market  like  Philadelphia,  and 
it  is  not  possible  to  sample  commodities  stored  in  other  cold-storage 
houses  in  the  city,  at  this  point  where  the  real  market  is  located,  ex- 
cept at  prohibitive  cost  and  with  unreasonable  delay.  And  it  is  not 
possible  to  ship  or  switch  a  car  from  any  of  the  other  cold-storage 
houses  in  Philadelphia  to  the  market  house  except  at  a  cost  so  high 
as  to  be  almost  prohibitive.    I  will  touch  on  this  again  later. 

Pennsylvania  Railroad  potato  and  melon  yard,  Thirty-first  and 
Chestnut  Streets  (see  map  D),  which  has  an  accessible  team-track 
capacity  of  150  to  175  cars,  is  not  adequate  to  handle  the  peak 
load  at  time  of  heaviest  receipts,  and  the  yard  itself  is  about  three 
blocks  long,  which  makes  the  handling  of  cars  placed  at  the  lower 
end  of  the  yard  three  blocks  away  from  the  wagon  scales — incon- 
venient, to  say  the  least. 

Philadelphia  &  Reading  Railway  potato  yard,  Second  and  Master 
Streets  (see  map  C),  with  team-track  capacity  of  approximately  125 
^re,  is  totally  inaaequate  to  handle  the  Philadelphia  &  Reading 
Railway  Co.'s  receipts  of  bulk  potatoes,  cabbage,  and  some  other 
commodities,  such  as  apples,  turnips,  carrots,  during  the  heavy  fall 
and  winter  months.  We  have  frequently  in  past  years  seen  times  of 
t^vy  receipts  in  the  early  winter  when  the  Philadelphia  &  Reading 
woi^Id  have  200  or  300  cars  on  track  in  their  storage  yard  at  Erie 
Avenue  (see  map  K),  which  are  not  delivery  tracks,  can  not  be 
reached  by  teams,  and  where  it  is  even  extremely  difficult  for  the 
^Misignee  in  times  of  emergency  to  protect  cars  from  damage  by  cold. 
The  driveways  in  the  Second  and  Master  Streets  yard  are  narrow 
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and  congestion  is  alWkys  severe  and  delay  serious  when  the  yard  is 
full,  as  it  is  practically  all  of  the  time  for  at  least  six  months  in  the 
year.  Receivers  are  lunited  as  to  the  number  of  cars  that  they  may 
have  on  track  and  work  on  at  one  time,'  and  this  seriously  slows  up 
the  handling  and  prevents  the  prompt  release  of  equipment,  which  is 
so  extremely  important  in  times  of  car  shortage. 

Pennsvlvania  Railroad  pier,  Vine  Street,  and  Baltimore  &  Ohio  ! 
Railroad  pier  adjoining  (see  map  F),  facilities  for  unloading  and  j 
displaying  cars  at  this  terminal  are  adequate  for  the  present,  as  a  : 
result  of  recent  improvements,  but  facilities  and  handling  methods  i 
involved  in  distribution  by  vehicle  after  sale  are  antiquated  and  con- ; 
gestion  is  always  severe  when  receipts  are  heavy,  with  consequent ' 
delay. 

Dock  Street  and  Vine  Street  jobbing  centers  considered  as  ter- 
minals for  the  handling  of  fruits  and  vegetables  of  all  kinds  thai- 
are  hauled  in  by  team  and  motor  truck  from  all  near-by  producing  i 
sections  of  New  Jersey  and  Pennsylvania  (see  map  A  and  B).  Aj 
number  of  city  thoroughfares  are  involved  in  these  two  sections,! 
most  of  which  are  narrow;  receivers  are  badly  cramped  for  space;- 
congestion  of  traffic  is  always  severe  in  the  busy  hours  of  the  day  in  ■ 
the Tieavy  season.  Furthermore,  this  business  is  handled  in  both  a' 
wholesale  and  jobbing  way  simultaneously  in  the  sections,  which  re-j, 
suits  in  an  enormous  amount  of  congestion,  confusion,  and  lost  mo-* 
tion,  and  therefore  in  unnecessary  delay,  waste,  and  cost.  ■ 

(2)  Urmecessary  hauls  and  duplications, — All  of  the  principal, 
terminals  excepting  the  auction  terminals  on  the  river  front  (see 
map  F)  are  too  far  distant  from  the  jobbing  centers  (^see  maps  kt 
and  B).  The  most  serious  situation  in  this  regard  is  the  W^l 
Philadelphia  Market  House  (see  map  E)  and  the  melon  yard  at: 
Thirty-first  and  Chestnut  Streets  (see  map  D),  which  are  approxi-j, 
mately  30  blocks  distant  from  the  Dock  Street  center  (see  map  A),i 
and  35  blocks  from  the  Vine  and  Callowhill  Streets  center  (see  map. 
B).  This  involves  a  long  team  haul  with  consequent  waste  of  time,; 
and  in  the  case  of  the  sections  of  the  city  lying  west  of  the  Schuyl-  [ 
kill  River  in  many  cases  a  long  back  haul  with  its  additional  cost,"} 
loss  of  lime,  and  hence  unnecessary  deterioration  and  waste.  j 

As  to  duplications,  under  present  conditions  perishables  are  soMv 
simultaneously  at  all  these  different  terminals,  and  it  is  necessary  j 
for  buyers  and  salesmen  to  cover  all  of  these  various  terminals  in  , 
the  course  of  their  daily  business.     A  large  wholesaler  receiving! 
goods  in  all  these  terminals  has  to  have  a  force  of  salesmen  to  cover 
them,  all,  while  on  the  other  hand  a  large  jobber  purchasing  his 
supplies  in  all  these  terminals  has  to  have  buyers  to  cover  them  all. 
If  either  can  not  afford  this,  it  slows  up  their  business,  or  if  they 
have  sufficient  force  it  makes  their  overhead  or  expense  of  doinjr 
business  unnecessarily  large,  and  excessive  overhead  must  always 
affect  in  its  reaction  either  the  producer  or  consumer,  or  both. 

If  all  of  these  terminal  facilities  could  be  coordinated  and  cen- 
tralized in  one  convenient  spot  close  to  the  jobbing  centers,  the 
situation  would  be  vastly  improved  from  every  standpoint.  t^But 
of  this  more  later. 

(3)  The^  results  on  producers  prices  and  consumer'^s  prices  of  the 
existing  tertninal  wholesale  facilities.— It  would  be  utterly  im- 
possible to  determine  this  witli  any  degree  of  accuracy,  but  it  can 
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be  stated  as  a  fact  that  lack  of  proper  facilities  resulting  in  con- 
gestion and  delay  in  the  handling  oi  perishables  invariably  means 
waste.  Time  is  the  all  important  factor.  The  inherent  nature 
of  the  products  demands  the  quickest  possible  handling  from  the 
receiving  terminal  to  the  consumer's  table ;  not  only  that,  the  public 
may  receive  the  products  in  fresh  and  wholesome  condition,  but 
in  order  that  there  may  be  a  minimum  of  deterioration  and  waste. 
Quick  and  efficient  handling  means  conservation ;  slow,  cumbersome, 
and  inefficient  handling  means  wastage  and  loss,  the  amount  oi 
which  can  not  be  reduced  to  a  definite  statement  of  dollars  and 
cents,  but  which  is  nevertheless  very  real. 

(4)  The  relative  situation  as  to  tet^minal  facilities  now  with  the 
adequacy  of  terminal  facilities  10  years  or  more  a^o. — Without 
going  into  the  case  of  each  terminal  separately  it  may  be  said  that 
while  there  has  been  some  attempt  at  enlargement  and  improvement 
in  some  of  the  terminals  during  the  last  10  or  15  years,  yet  taken 
as  a  whole  the  improvement  has  been  totally  inadequate  to  take 
care  of  the  present  requirements  and  anticipate  the  future  growth 
of  the  Philadelphia  market. 

(6)  Siigaestions  for  improvement, — I  will  take  the  liberty  of  sum- 
marizing briefly  and  very  generally  what  I  believe  and  what  the 
members  of  the  Philadelphia  trade  generally  believe  to  be  the  one 
thing  that  Philadelphia  needs  and  eventually  must  have,  and  that  is 
centralization  of  all  the  terminal  facilities  for  perishables  in  one  huge 
onion  central  terminal  market,  to  which  all  of  the  railroads  entering 
Philadelphia  should  have  access  on  an  equal  basis,  and  within  the 
confines  of  which  all  of  the  wholesale  handling  of  perishables  should 
be  carried  on,  whether  entering  Philadelphia  by  rail,  water,  or  ve- 
hicle. Such  a  terminal  should  be  located  at  a  point  adjacent  to  the 
Delaware  River  front  and  to  the  two  jobbing  centers.  Connected 
with  the  terminal  should  be  ample  dock  facilities  to  provide  for  the 
development  of  import  and  export  business  as  well  as  river  and 
coastwise  shipping.  Such  a  terminal  market  should  have  a  team 
track  capacity  of  not  less  than  500  or  600  cars,  with  driveways  of 
ample  width  to  insure  speedy  unloading  and  avoid  congestion  of 
traffic.  The  platforms  of  floors  of  the  market  itself  should  be  ample 
to  accommodate  the  unloading  without  congestion  of  at  least  250  to 
300  cars,  the  proper  segregation  of  each  consignee's  receipts  at  one 
point,  and  the  quick  movement  of  the  commodities  from  car  to  plat- 
form and  from  platform  to  delivering  trucks.  The  construction  of 
such  a  market  should  be  planned  by  experts,  with  the  cooperation  of 
a  selected  committee  of  men  experienced  in  the  handling  of  perish- 
ables in  this  market,  and  due  regard  and  consideration  should  be 
given  not  only  to  the  present  needs  of  the  market  but  its  future 
growth  for  many  years  to  come.  The  most  modern,  rapid,  and  eco- 
nomical method  of  internal  handling  should  be  worked  out;  ample 
yard  and  platform  space  should  be  provided  for  the  wholesale  sale 
and  distribution  of  near-by  produce  hauled  to  the  market  by  motor 
or  horse-drawn  vehicles.  In  conjunction  with  the  market  there 
should  be  a  commodious  and  properly  equipped  auction  room,  an 
office  building,  and  also  a  cold-storage  plant  of  large  capacity,  with 
wnple  space  available  also  for  ordinary  or  dry  storage.  Nothing  is 
more  important  for  the  proper  conservation  of  perishable  foodstuffs 
than  ample  and  conveniently  available  storage  space. 
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In  order  that  such  a  comprehensive  terminal  market  should  reach 
the  maximum  of  efficiency  in  the  interest  alike  of  producer,  handler, 
and  consumer,  a  number  of  necessary  changes  would  have  to  be  inau- 

?irated  in  the  whole  transportation  practice  of  the  railroads  in  the 
hiladelphia  district.    These  might  be  enumerated  as  follows : 

First.  Diversion  and  reconsignment :  As  far  as  is  practicable  it 
should  be  made  possible  to  divert  any  car  before  it  arrives  in  the 
terminal  to  any  of  the  smaller  markets  tributary  to  Philadelphia  and 
within  a  radius  of,  say^  100  to  150  miles,  at  the  through  rate  of 
freight  from  point  of  origin  to  point  of  final  destination,  plus  a  rea- 
sonable diversion  charge,  and  the  same  should  apply  to  all  cars  after 
arrival  in  the  terminal,  with  the  addition  of  a  reasonable  charge  to 
cover  the  switching  in  and  out. 

Second,  preferential  rates  should  be  established  on  solid  and  mixed 
cars  of  fruits  and  vegetables  for  shipment  from  the  terminal  to  out- 
lying depots  in  the  city  limits  and  to  smaller  tributary  markets 
within  a  radius  of  100  to  150  miles.  A  buyer  from  Reading,  Lancas- 
ter, Harrisburg,  Wilmington,  Trenton,  AUentown,  Scranton,  or 
Wilkes-Barre  should  be  able  to  buy  a  car  of  fruit  or  vegetables  in  the 
terminal  and  ship  to  his  market  at  a  low  freight  rate.  A^in  a 
buyer  should  be  able  to  purchase  a  part  car  of  any  commodity  oa 
track  and  fill  the  car  up  with  a  variety  of  other  fruits  and  vege- 
tables, if  desired,  and  get  the  benefit  of  such  a  preferential  rate 
This  would  mean  conservation  of  food  products  and  a  quick  and 
easy  flow  of  perishables  from  a  glutted  market  in  Philadelphia  to 
points  where  the  surplus  could  be  consumed  to  advantage.  Thk 
would  save  annually  an  enormous  amount  of  waste  as  well  as  expe- 
dite release  of  equipment  in  times  of  very  heavy  crop  movement  and 
consequent  car  shortage. 

Third,  switching  within  the  city  limits:  As  an  additional  conser- 
vation measure,  it  should  be  made  possible  to  move  cars  of  fruit  and 
vegetables  from  the  terminal  to  other  cold-storage  plants  located  oa 
railroad  tracks  within  the  city  limits  and  from  such  storage  houses 
back  to  the  terminal  at  a  reasonable  switching  charge.  The  advan- 
tage of  this  from  a  conservation  standpoint  is  obvious.  On  a  glutted 
and  demoralized  market  many  dealers  would  be  only  too  fflad  to 
anticipate  their  future  requirements  and  purchase  heavily  and 
thereby  relieve  the  market,  switching  cars  to  other  city  storages,  if 
the  capacity  of  the  terminal  storage  was  overtaxed,  anS  the  surplus 
thus  conserved  would  be  available  to  prevent  the  reaction  to  extreme 
values,  which  so  frequently  occurs  after  a  glut  and  is  due  to  the 
stoppage  of  shipments  which  have  caused  shippers  serious  loss,  since 
such  cars  could  be  as  easily  loaded  and  switched  back  to  the  terminal 
to  take  care  of  unusual  demand.    The  physical  facilities  to  accom- 

flish  this  are  already  to  a  large  extent  available  in  the  form  of  the 
hiladephia  Belt  Line  Railroad,  which,  although  at  the  present  time 
only  existing  in  the  form  of  tracks  and  a  franchise,  yet  in  connec- 
tion with  the  Pennsylvania,  the  Reading,  and  the  Philadelphia  Biver 
Front  Railroad,  extends  along  the  entire  Delaware  River  front  and 
connects  up  the  different  railroads  entering  the  citv.  Unfortu- 
nately, however,  the  existing  traffic  arrangements  and  agreements 
are  such  as  to  make  the  actual  use  of  this  belt  line  in  a  practical 
way  for  such  a  purpose  an  impossibility.  One  example  will  suffic^ 
though  many  could  be  cited :  The  Philadelphia  Warehousing  &  Cold 
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Storage  Co.  is  located  on  the  tracks  of  the  Philadelphia  &  Reading 
at  Noble  Street  (see  map  H) .  Vine  Street  Pier,  where  a  car  may  w 
unloaded  and  sold  at  auction  (see  map  F),  is  only  two  blocks  dis- 
tant The  track  connections  are  complete  for  a  simple  switching 
moYenient,  and  yet  tmder  existing  agreements  between  the  roads  a 
car  shipped  from  the  Philadelphia  warehousing  &  Cold  Storage 
Co.  to  V  me  Street  Station  must  move  over  the  Philadelphia  &  Read- 
ing tracks  to  Belmont  interchange  (see  map  L),  where  the  Pennsyl- 
rania  Railroad  takes  it  and  hauls  it  back  to  Vine  Street  Station, 
making  second-morning  delivery.  And  for  this  unnecessary  move- 
ment and  delay  the  shipper  must  pay  a  rate  of  17  cents  per  hundred- 
weight, amounting,  in  the  case  of  a  normal  car  of  756  boxes  of  west- 
irn  apples,  to  $64.26  without  the  war  tax.  How  can  efficient  distri- 
bution be  accomplished  under  handicaps  of  this  kind?  I  under- 
stand that  a  far  different  situation  obtains  in  Chicago,  where  some- 
thing like  50  trunk  lines  are  connected  up  by  the  Chicago  Belt  Line 
Railroad  and  where,  cars  can  be  freely  iriterchanged  between  these 
trunk  lines  over  the  belt  line  railroad  at  a  nominal  switching  charge 
Df  something  less  than  $10  per  car. 

To  sum  up ;  a  terminal  market  such  as  is  here  suggested  would,  in 
the  opinion  of  the  Philadelphia  trade,  conserve  food  products,  elimi- 
nate unnecessary  delay  and  waste,  and  cheapen  and  make  more  effi- 
cient the  machinery  of  distribution.  As  to  how  such  a  comprehea- 
sive  plan  could  be  financed  and  worked  out  I  am  not  prepared  off- 
hand to  say.  Possiblv  by  the  interested  railroads  and  the  municipal- 
ity in  conjunction.  In  any  event,  it  would  have  to  be  so  planned  as 
to  secure  the  improvements  without  saddling  any  unnecessary  in- 
crease in  overhead  on  the  handler.  With  such  facilities  an  accom- 
plished fact,  increased  volume  and  greater  efficiency  of  operation 
would  undoubtedly  reduce  the  dealers'  overhead  materially  and  the 
naturally  keen  competition  would  insure  that  this  would  react  for 
good  to  both  the  producer  and  the  consumer. 

A  terminal  of  this  kind  should  be  concerned  with  wholesale  dis- 
tribution onlv,  although  a  comprehensive  plan  naight  easily  include 
a  large  number  of  model  sanitary  stores  for  jobl^rs  of  fruits  and 
vegetables.  But  the  two  functions  of  wholesaling  and  jobbing 
should  be  kept  absolutely  separate  one  from  the  other  and  the  retail 
phase  of  distribution  should  be  kept  absolutely  out  of  the  considera- 
tion. It  is  impossible  to  mix  up  these  functions  and  to  attempt  to  do 
so  would  completely  defeat  the  very  end  in  view. 

The  working  out  of  the  details  of  such  a  terminal  project  is  a  task 
for  the  transportation  expert,  the  engineer,  the  architect,  and  'the 
financier.  I  have  simply  suggested  a  very  vague  and  general  out- 
line of  a  plan,  but  I  am  firm  m  the  belief  that  any  real  improvement 
must  be  along  these  lines.  There  is  not  and  can  not  be  anjr  more  im- 
portant factor  in  the  welfare  and  development  of  the  individual 
citizen  than  his  daily  food  supply  and  the  proper  working  out  of 
such  a  plan  in  Philadelphia  on  a  practical  basis  would,  to  my  mind, 
insure  the  economical  and  efficient  handling  of  perishables  in  that 
market  for  all  time,  and  would  prove  a  far-reaching  conservation 
measure  and  furnish  an  example  which  other  markets  might  well 
follow. 

Immediately  following  the  armistice,  during  the  administration  of 
^hyoT  Thomas  B.  Smith,  a  resolution  was  passed  by  the  city  coun- 
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cils  authorizing  the  appointment  of  a  market  commission  and  later 
an  appropriation  of  $10,000  was  made  for  its  use.  Dr.  Clyde  King 
and  myself  both  had  the  honor  of  an  appointment  to  that  commis- 
sion. The  tentative  plan  which  I  have  outlined  above  was  suggested 
to  the  members  of  the  commission  in  advance  of  its  organization  and 
was  favorably  received ;  the  commission  was  in  existence  about  one 
year,  held  several  meetings,  organized  and  appointed  committees, 
and  made  tentative  plans  for  a  preliminary  survey.  The  commis- 
sion, however,  was  composed  of  representatives  of  too  many  and 
varied  interests,  and  as  a  result  of  some  discordant  elements  within 
itself  it  was  sidetracked  from  its  real  purpose  and  accomplished 
nothing.  When  the  present  mayor,  Hon.  J.  Hampton  Moore,  took 
office  the  commission  resigned  in  a  body  in  order  that  the  new  admin- 
istration might  have  an  entirely  free  hand  and  the  matter  was 
allowed  to  lapse  at  that  point  and  nd  further  action  has  been  taken. 

This  pretty  well  covers  the  subject,  and  is  about  all  the  information 
that  I  am  a&le  offhand  16  give  to  you  and  I  hope  that  it  will  sent 
your  purpose  to  some  small  extent  at  least.  There  may  be  soroi 
questions  that  you  would  like  to  ask;  if  so,  and  it  is  possible  forme 
to  answer  them,  I  shall  be  very  glad  to  do  so. 

The  Chairman.  Can  you  give  us  any  idea  of  the  cost  of  handlinf 
fruits  and  vegetables  from  the  producer  to  the  retailers? 

Mr.  BuTTERWORTH.  I  can  not.  Anything  I  could  give  you  on  that 
would  be  merely  conjecture,  and  our  trade  is  now  developing  that 
sort  of  information  to  be  given  later  to  this  conmiission,  as  I  unde^ 
stand  it,  and  that  information  will  be  accurate.  So  it  seems  it  wouU 
be  futile  for  me  to  make  a  guess  at  a  thing  of  that  sort  now,  when 
actual  information  is  being  collected  on  the  subject. 

Mv  colleague,  Mr.  R.  S.  French,  general  manager  and  secretarr 
of  the  National  League  of  Commission  Merchants  of  the  UniteJ 
States,  is  in  the  room  and  I  think  that  he  can  answer  as  to  whether 
the  trade  survey  will  cover  your  question  or  not. 

Mr.  French.  Let  me  have  that  question  again,  Mr.  Chairman. 

The  Chairman.  The  intervening  cost  between  the  producer  and 
the  retailer? 

Mr.  French.  No;  the  investigation  which  we  are  making  contem- 
plates a  survey  of  the  sale  oi  fruits  and  vegetables  through  the 
wholesaler  and  jobber.  The  intervening  spread  between  the  retailer 
and  the  consumer,  I  think,  will  have  to  be  developed  by  the  retail 
dealers.  I  might  say  in  that  connection,  Mr.  Chairman,  that  I  have 
had  two  interviews*  with  your  traffic  man,  Mr.  Conn,  to  whom  I 
submitted  our  proposed  plan  of  investigation.  Mr.  Conn  says  it 
was  one  of  the  most  complete,  if  not  the  most  complete  program  he 
has  seen,  and  that  is  just  what  he  is  seeking.  We  are  doing  this  on 
the  f.  o.  b.  and  commission  basis  in  various  cities,  such  as  Denver, 
Chicago,  Pittsburgh,  Philadelphia,  New  York,  and  Boston,  as  re- 
presentative of  the  biggest  markets  in  the  country.  And  it  represents 
millions  of  dollars  of  business,  and  shows  the  cost  of  handling  the 
product  from  the  time  of  leaving  the  producer  to  the  time  of  sale 
through  the  wholesaler.  I  think  it  is  going  to  be  a  most  illuminating 
bit  of  evidence  for  the  commission,  and  we  hope  to  have  it  ready  some 
time  in  September. 

The  Chairman.  That  will  be  very  interesting  and  helpful,  I  am 
sure. 
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[To  Mr.  Butterworth.]  You  would  not  be  willing  to  make  any 
sort  of  a  ^uess  as  to  the  amount  which  might  be  saved  to  the  public 
)y  the  right  kind  of  adequate  terminal  facilities? 

Mr.  Butterworth.  It  would  not  only  be  impossible  to  guess  at  it, 
nit  it  would  be  impossible  to  arrive  at  it  in  any  way  under  the 
)resent  circumstances.  It  all  comes  back  to  the  same  idea  that  I 
nentioned  in  my  testimony,  namely,  that  the  quick  handling  of 
)erishables  is  the  keynote  of  success  in  avoiding  waste.  You  can 
lot  ^  away  from  it.  For  example,  to  illustrate  what  I  mean. 
I  jobber  buys  50  packages  of  peaches,  which  are  highly  perishable. 
He  is  some  distance  from  the  terminal ;  his  delivery  is  delayed ;  he 
;ets  those  peaches — which  he  should  have  had  at  8  o'clock  in  the 
Homing — at  10  o'clock,  and  thereby  loses  the  trade  that  would  have 
)ought  those  j^eaches  during  the  two  hours  lost ;  possibly,  if  he  had 
lad  them  on  time,  he  might  have  cleaned  them  up.  As  it  is,  he  has 
0  carry  some  of  them  over  until  the  next  day,  they  deteriorate  over- 
light,  and  he  take^  a  heavy  loss.  The  next  day  he  is  not  nearly  so 
seen  to  buy  peaches  as  he  would  have  been  haa  he  cleaned  up  that 
10  the  day  he  got  them  at  a  profit.  If  many  buyers  have  had  the 
ame  experience  and  feel  the  same  way,  he  will  buy  peaches  the  fol- 
owing  day  at  less  money,  all  other  things  being  equal.  There  is  a 
lirect  reaction  of  inefficient  handling  upon  the  producer  or  shipper 
rf  the  goods. 

The  Chairman.  I  had  particular  reference  to  the  costs  resulting 
bm  demurrage,  back  hauls,  and  propositions  of  that  sort,  rather 
ban  savings  due  to  quicker  handling  or  prompt  handling. 

Mr.  Butterworth.  It  is  a  pretty  hard  thing  to  figure  out  in  a 
pecific  case — impossible  in  a  general  way.  With  proper  centralized 
trminal  facilities,  coupled  up  with  proper  shifting  and  diversion  and 
•econsignment  facilities,  a  great  deal  of  the  cost  of  demurrage,  for 
sample,  might  be  saved.  I^t  us  take  a  hypothetical  case.  A  shipper 
»p  in  Pennsylvania  ships  a  dealer  in  Philadelphia  without  notice  a 
»r  of  poor  quality,  badly  graded  potatoes  on  a  low  market.  At  the 
ime  of  arrival  they  may  l^  difficult — in  fact,  almost  impossible — to 
iell  in  Philadelphia.  The  dealer  can  not  get  an  offer  on  them ;  they 
by,  and  demurrage  accrues,  the  lading  deteriorates,  and  the  equip- 
ment is  not  only  tied  up  but  the  space  it  occupies  on  the  delivery 
tracks  is  also  tied  up.  There  are  places  up  in  the  coal  fields  in 
Pennsylvania  where  consumers  are  not  particular  as  to  quality,  and 
they  would  take  that  -car  of  potatoes  quickly  at  a  reasonable  reduc- 
tion in  price  from  the  price  of  good  stock,  but  the  cost  of  getting  it 
there  is  prohibitive.  If,  on  the  other  hand,  it  could  be  moved  at  a 
reasonable  cost,  after  taking  one  look  at  it,  the  dealer  would  be  burn- 
ing the  wires  to  place  it  where  it  would  bring  what  it  was  worth, 
so  that  he  could  get  into  the  yard  in  place  of  it  something  that  the 
trade  would  take.  The  car  would  move  and  the  equipment  and  the 
^ack  space  it  occupied  would  shortly  be  released. 

Representative  Ten  Etok.  The  idea  of  the  chairman  was  the 
tangible  cost,  if  you  can  obtain  it,  resulting  from  congestion. 

Mr.  Butterworth.  It  would  be  impossible  to  estimate  it. 
.  Representative  Ten  Eyck.  I  do  not  think  the  cost  of  congestion 
^  as  much  as  the  intangible  cost  often  is  to  the  distributor. 

The  Chairman.  That  is  possibly  true. 
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Representative  Ten  Eyck.  There  is  a  little  thing  I  want  to  recom- 
mend to  you  gentlemen.  There  is  in  my  own  city  a  mark^  where 
the  farmers  brmg  all  their  produce.  It  is  a  market  where  practically 
all  the  produce  from  the  surrounding  country  is  sold.  I  have  sug- 
gested that  the  trolley  line  put  a  spur  in  alongside  of  this  market 
and  at  8  o'clock  in  the  mornmg  start  a  car  for  West  Albany,  at  8.30 
start  a  -car  for  Rensselaer,  at  9  o'clock  start  a  car  for  Kenwood,  at 
9.30  start  a  car  for  North  Albany,  at  10  o'clock  start  a  car  for  Pine 
Hill,  and  so  on.  The  reason  I  suggest  this  is  that  the  housewife  who 
purchased  in  that  market  would  then  know  when  she  has  her  pur- 
chases made  there  will  be  facilities  for  her  to  step  on  a  car  with  her 
basket  and  take  it  home.  That  gives  her  an  opportunity  to  know 
when  and  how  she  can  get  home  and  the  exact  time  she  can  have  this 
railroad  service.  That  is  the  same  thing  you  want,  practically,  in 
your  railroad  facilities  on  a  wholesale  plan. 

Mr.  BuTTERwoRTH.  We  can  distribute  this  stuff  fast  enough  from 
the  platforms  if  we  can  get  at  it  and  move  it  without  being  blocked: 
we  can  unload  the  cars  if  they  are  placed  where  we  can  get  at  them 
and  we  have  a  fair  show.  It  would  be  a  revelation  to  you  gentle- 
men if  you  were  to  go  out  to  West  Philadelphia  Market  House  some 
morning  when  there  are,  say.  40  or  50  cars  of  strawberries  or 
peaches  unloaded  in  No.  3  depot.  The  market  opens  at  5.30  a.  m. 
and  by  6.30  or  6.45  the  platiorm  will  be  clean.  We  can  do  this, 
because  the  railroad  permits  us  to  regulate  the  team  traffic.  We  have 
a  local  trade  organization  of  receivers,  and  their  representative 
handles  the  traffic  and  they  make  the  rules.  We  had  a  tough  time 
getting  the  railroad  to  let  us  do  it  our  way,  but  they  came  to  it 
finally,  and  it  makes  a  wonderful  difference  in  the  handling  of  the 
stuff;  but  if  they  were  to  attempt  some  morning  to  unload  100  cars 
of  stuff  in  that  same  depot,  all  piled  up  close  together  with  aisle- 1 
ways  between  not  big  enough  to  work  a  hand  truck  through,  it  would 
be  an  entirely  different  story,  and  you  would  see  an  awful  mess.  We 
can  move  the  stuff  quickly  if  we  have  an3i;hing  like  a  fair  show. 

Representative  I^n  Etck.  Do  you  do  any  shipping  by  water?      \ 

Mr.  BiTTTERwoRTH.  Ycs ;  there  is  quite  a  little  shipping  down  to 
Wilmington  and  Chester  and  up  to  Trenton,  but  not  as  much  as  there 
was  in  the  old  days  before  the  development  of  the  motor  tract 
Now  the  trucks  can  handle  the  traffic  so  much  quicker. 

The  Chairman.  If  there  is  nothing  further,  Mr.  Butterworth,  we 
are  very  much  obliged  to  you  for  your  statement. 

The  commission  will  stand  adjourned,  so  far  as  the  open  hearings 
are  concerned,  until  to-morrow  morning  at  11  o'clock. 

(Whereupon,  at  4  o'clock  p.  m.,  the  commission  adjourned  to  mwt 
on  Thursday,  August  18, 1921,  at  11  o'clock  a.  m.) 
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THTJBSDAY,  AUGUST  18,  1921. 

COKGKBSS  or  THE  UnITED  StATES, 

Joint  Commission  or  Agricultukal  Inquiky, 

Washinffton^  £>.  C, 

The  joint  commission  met,  pursuant  to  adjournment  taken  on 
yesterday,  at  11  o'clock  a.  m.,  in  room  70,  the  Capitol,  Representative 
Sydney  Anderson  (chairman)  presiding. 

The  Chairman.  The  commission  will  come  to  order.  The  com- 
mission will  hear  this  morning  Hon.  John  C.  Ketcham,  Representa- 
tive from  the  Fourth  Michigan  district. 

Mr.  Ketcham,  will  you  please  give  your  full  name  and  address  to 
the  reporter,  and  then  proceed  with  your  statement? 

STATEMENT  OF  HON.  JOHN  C.  KETCHAM,  A  SEPBESENTATITE  IN 
CONaBESS  FEOM  THE  STATE  OF  MICHIOAN. 

Mr.  Ketcham.  Mr.  Chairman,  my  name  is  John  C.  Ketcham.  I 
am  a  Member  of  Congress  from  the  Fourth  Michigan  district,  and 
lecturer  of  the  National  Grange. 

Now,  Mr.  Chairman  and  gentlemen  of  the  commission,  I  first  would 
like  to  inquire  as  to  the  liimts  of  your  patience.  I  want  to  acconmio- 
date  myself  exactly  to  your  wishes  as  to  time.  If  there  are  any  par- 
ticular things  that  you  would  like  to  have  me  speak  about,  I  would 
like  to  do  that;  or  would  you  like  me  to  proceed  in  the  regular  way 
with  what  I  had  planned  to  present? 

The  Chairman.  I  think  probably  we  will  get  more  if  you  will  pro- 
ceed in  your  own  way. 

Mr.  Ketcham.  There  are  some  limitations,  as  to  time,  I  suppose? 

The  Chairman.  We  would  like  to  have  you  conclude  about  12 
o'clock,  if  you  can,  or  shortly  thereafter. 

Mr.  Ketcham.  Is  anybody  else  to  be  heard? 

The  Chairman.  Not  this  forenoon. 

Mr.  Ketcham.  That  will  give  me  an  abundance  of  time. 

Mav  I  say,  Mr.  Chairman  and  gentlemen,  by  way  of  introduction, 
that  I  believe  there  is  no  piece  of  work  that  has  been  undertaken  by 
Congress  in  recent  years  that  will  be  watched  with  greater  anxiety 
and  with  more  hopeful  anticipation  and,  I  naay  say,  with  greater 
expectation,  than  the  work  of  this  commission,  especially  by  those 
of  us  who  have  been  working  on  various  angles  of  this  country-life 
problem  for  the  last  25  or  30  vears. 

And  I  also  want  to  say  in  that  connection  that  I  greatly  appreciate 
the  oourte^  of  the  conunission  in  permitting  me  to  present  a  few 
ideas  I  have  on  various  phases  of  this  problem. 
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Coming  directly  to  what  I  want  to  say,  I  desire  to  present  a  pro- 
gram for  the  improvement  of  these  country-life  conditions. 

The  first  step  in  this  program  is,  I  believe,  a  clearer  understanding 
of  the  agricultural  situation  and  a  keener  appreciation  of  what  it 
means  to  the  whole  country. 

I  regret,  as  I  think  all  persons  do  who  are  interested  in  country- 
life  problems,  the  neglect  and  sometimes  open  hostility  against 
country  life,  against  many  of  the  people  who  live  in  the  country, 
and  against  many  proposals  that  seem  to  be  for  the  advantage  of 
farmers.  This  feeling  is  altogether  too  prevalent,  and  I  think  if  the 
commission  can  perform  no  other  service  than  to  so  set  out  in  its 
report  the  real  conditions  as  to  correct  this  viewpoint  and  to  have 
the  people  of  this  country  understand  and  have  a  fuller  appreciation 
of  what  agriculture  means  to  all  our  people  that  you  will  have  ren- 
dered a  great  service. 

In  the  first  place,  as  indicating  how  important  agriculture  is  to  the 
country  as  a  whole,  may  I  request  your  attention  to  the  numerical 
ratio  of  the  farmers  to  the  rest  of  the  people  of  the  United  States!. 
The  census  reports  which  we  are  just  reading  are  misleading  on  that 
point.  Pick  up  the  census  reports  and  read  the  editorial  comments, 
m  most  of  our  papers  upon  country-life  statistics,  and  you  will  get. 
something  like  this:  "51.4  per  cent  of  our  people  live  in  the  cities, 
and  48.6  per  cent  live  in  the  rural  sections."  Of  course  you  know 
that  those  figures  of  48.6  per  cent  for  the  rural  sections  are  inclusive 
of  all  smaller  cities  and  towns  in  the  rural  sections  up  to  towns  and 
cities  of  2,500  inhabitants.  Expressed  in  totals,  tne  figures  are 
54,318,032  for  the  cities  and  51,390,739  for  the  rural  sections  of  th% 
country.  I  think  this  commission  in  considering  its  report  coul' 
perform  a  special  service  if  one  of  its  recommendations  shall  be 
the  Director  of  the  Census  that  in  future  census  enumerations  tl 
actual  population  engaged  in  the  business  of  agriculture  shall 
included.  ^ 

The  Chairman.  I  think  that  statement  has  already  been  given  out^ 

Mr.  Ketcham.  I  have  never  been  able  to  get  it,  and  the  only  wayj 
I  have  been  able  to  secure  what  appears  to  me  to  be  a  fair  statemetij 
of  farm  population  is  to  take  the  number  of  farms,  which  are  re 
ported  to  be  6,449,242  and  multiply  by  four  and  one-half,  the  veij 
best  available  figures  as  to  the  average  family  that  I  could  get.  Thi 
result  is  not  entirely  accurate,  but  that  puts  the  figures,  in  roun( 
numbers,  instead  of  51,000,000,  as  the  census  figures  would  have  yoi 
believe,  at  29,000,000  people  on  the  farms,  or  27  per  cent  of  our  tota 
population,  instead  of  48.6  per  cent.  The  point  I  make  is  that  th 
ordinary  reader  gets  an  entirely  wrong  idea  of  the  situation  as  i 
actually  exists,  and  I  think  that  should  be  corrected.  In  numerica 
terms  the  farm  people,  those  actually  engaged  in  the  production  o 
food,  are  29,000,000  instead  of  51,000,000,  and  the  percentage  is  27  pe< 
cent  of  the  total  instead  of  48.6  per  cent. 

Representative  Ten  Etck.  Should  we  not,  in  addition  to  that, 
have  the  number  of  people  who  are  engaged  in  transactions,  puP 
chases,  and  sales  of  agricultural  producte? 

Mr.  Ketcham.  Yes,  sir. 

Representative  Ten  Etck.  Then  we  will  learii  exactly  how  many; 
people  are  making  their  living  from  these  agricultural  pursuits. 

Mr.  Ketcham.  Yes;  that  is  correct. 
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The  second  point  I  desire  to  bring  to  your  attention  is  that  we 
ought  to  do  something  to  convey  to  the  country  as  a  whole  some- 
thing of  the  financial  strength  of  the  farmers  of  our  country.  The 
recent  figures  of  the  census  have  been  helpful  along  that  line,  and 
show  that  the  wealth  of  the  farms,  including  lands,  buildings,  live 
jtock,  implements,  etc.,  is  $77,000,000,000. 

In  this  connection  it  might  be  interesting  for  the  committee  to 
kve  the  statement  made  by  Prof .  Friday  of  the  social  income  of  the 
farmers  of  the  United  States  in  1917. 

The  Chairman.  We  have  had  Prof.  Friday  before  the  com- 
nission. 

Mr.  Ketcham.  And  those  figures  were  given? 

The  Chairman.  Yes. 

Mr.  Ketcham.  Then  he  undoubtedly  stated  that  the  income  from 
Earms  in  1917  was  $14,000,000,000  out  of  a  total  national  income  of 
S65,000,00O,O0O,  or  21  per  cent,  represented  by  agriculture. 

In  the  third  place,  I  call  your  attention  to  what  I  am  pleased  to 
«rm  the  "  holding  power "  of  the  men  and  women  who  live  on  the 
and.  This,  to  my  mind,  is  one  of  the  most  vital  features  of  my 
urogram,  though  not  susceptible  of  very  much  statistical  proof. 
By  "holding  power,"  I  mean  the  security  of  the  things  we  regard  as 
rital  in  our  civilization.  This  is  tremendously  important  in  the  days 
hrough  which  we  are  passing. 

I  only  want  to  give  you  one  set  of  figures  which  may  have  been 
)resented  before.  My  general  statement  preceding  this  is  that  if 
America  is  to  live,  the  number  of  home  owners  and  landholders 
nust  be  increased.  The  Banker-Farmer — a  publication  with  which 
If r.  Funk  is  familiar — in  1920  published  some  startling  figures, 
Atained  as  the  result  of  a  very  careful  survey  made  by  competent 
mthority.  In  1910  the  percentage  of  home  owners  in  the  whole 
United  States,  taking  all  classes  of  people  in  both  city  and  country, 
vu  40  per  cent  of  our  population,  and  60  per  cent  of  our  population 
»wned  neither  homes  nor  land.  Of  course,  in  the  large  centers  of 
population  the  conditions  were  very  much  worse  in  this  respect  than 
^  the  open  country  and  in  the  smaller  towns  and  cities.  A  state- 
oaent  made  in  that  connection  was  to  the  effect  that  in  New  York 
City  the  percentage  of  home  owners  is  but  20;  80  per  cent  of  the 
people  of  New  York  City  do  not  own  the  places  where  they  live. 

Representative  Mills.  Is  that  very  significant  when  you  consider 
Uie  conditions  in  a  city  like  New  York  and  think  that  it  is  over 
blf  the  population  of  the  State  ? 

Mr.  Ketcham.  Only  this,  Mr.  Mills,  that  it  shows  the  condition 
in  that  city.  I  am  not  picking  out  New  York,  except  as  a  striking 
illustration  of  the  general  situation.  I  want  to  mention  two  or 
^e  other  cities  to  show  what  the  tendency  is.  You  may  have  had 
called  to  your  attention  the  fact  that  in  the  most  favorable  city  in  the 
United  States — that  is,  Seattle,  Wash. — the  proportion  of  home  own- 
^^  to  the  total  population  of  the  city  is  50  per  cent.  Grand  Rapids, 
Mich.,  is  second  highest,  according  to  these  same  figures.  The  ten- 
ancy in  the  cities  is  to  own  homes  less  and  less.  I  have  not  the  fig- 
w^  for  1920,  but  my  guess  is  that  those  percentages  will  be  increased. 

I  want  now  to  call  your  attention,  by  way  of  contrast,  to  the  fact 
ftat  61  per  cent  of  the  people  in  the  country  own  and  live  upon  the 
lands  which  they  operate,  and  that  38  per  cent— that  is,  alarming 
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enough — are  tenant  farmers  and  do  not  own  the  places  where  they 
live.  I  believe  therefore  that  a  vital  need  is  a  multiplication  of  home 
owners,  in  the  cities,  in  the  small  country  towns,  and  a  multiplica- 
tion of  home  ownership  and  land  ownership  in  the  open  country. 
If  we  are  going  to  have  conditions  remain  permanent  and  abiding 
in  this  country,  I  am  sure  home  and  land  ownership  must  have  our 
attention. 

I  want  to  make  now  a  fourth  statement  concerning  the  economic 
importance  of  agriculture,  which  has  undoubtedly  been  presented 
before.  It  is  concerning  the  purchasing  power  of  the  men  and  women 
on  the  farms.  I  am  sorry  that  I  am  not  able  to  give  definite  info^ma^ 
tion  on  this  all-important  subject;  I  am  sorry  I  do  not  have  the 
actual  figures.  I  do  not  know  that  any  are  available,  hut  the  state- 
ments generally  made  are  that  35  per  cent  of  the  buying  power  o^ 
the  United  States  is  represented  by  the  people  on  the  farms.  And  the 
fact  that  we  have  deflation  and  depression  as  it  now  is,  is  largely,  orj 
in  a  very  considerable  degree,  attributable  to  the  fact  that  deflatior 
first  came  to  agriculture  and  to  the  farming  population,  and  thai 
as  a  result  the  farmers  are  out  of  the  buving  market.  I  am  con- 
vinced that  this  fact  should  have  thoughtful  consideration. 

A  final  point  in  securing  for  agriculture  a  proper  appreciation  and 
understanding  is  that  of  presenting  clearly  the  producing  power  oi 
the  farmer.  1  want  to  call  to  your  minds  what  the  chairman  of  thi 
Ways  and  Means  Committee  said  yesterday  on  the  floor  of  the  Hou» 
to  bring  this  significant  fact  to  your  attention  by  way  of  contrast 
Mr.  Foraney  saiu  that  our  national  debt  is  practically  $13,000,000,000 
$24,000,000,000  is  the  total.  Deduct  from  that  the  $10,0OO,OO0,00( 
due  us  from  foreign  nations,  and  the  $1,000,000,000  of  debt  before  tlw 
war,  and  our  war  debt  remains  at  practically  $13,000,000,000.  Th« 
farm  products  of  one  year,  the  new  material  that  is  created  in  on< 
year  by  the  farmers,  would  discharge  that  indebtedness  of  it  couU 
be  so  applied.  That  indicates  something  of  the  tremendous  prodiK 
ing  power  of  the  men  and  women  on  the  land.  Therefore,  to  sum  i\ 
all  up,  the  welfare,  prosperity,  and  progress  of  the  men  and  womei 
of  rural  America  is  the  most  vital  and  important  economic  fact  ii 
the  Nation's  life. 

The  Chairman.  But,  Mr.  Ketcham,  when  you  consider  the  pro 
portion  of  that  amount  which  is  available  for  the  payment  of  tlw 
public  debt  it  is  not  very  great. 

Mr.  Ketcham.  That  is  true,  Mr.  Chairman.  I  only  stated  that  bj 
way  of  comparison. 

The  second  point  in  my  discussion  is  this:  Having  first  Secured, 
what  I  hope  we  may  secure,  a  clearer  understanding  of  the  agricul- 
tural situation  and  a  keener  appreciation  of  what  it  means  to  the 
coimtry.  the  second  point  is  to  consider  the  things  that  need  to  be  done 
to  improve  conditions. 

Farm  production  must  be  put  upon  a  business  basis.  That  is  the 
very  first  thing.  In  this  connection  I  want  to  pay  tribute  to  business 
and  industry  in  this  country  and  to  say  that  agriculture  is  under 
great  obligation  to  them  for  pointing  the  way  to  this  much  to  be 
desired  result.  Take  this  table  for  instance  (indicating  committee 
room  table).  In  its  manufacture  if  we  go  to  the  place  where  it  is 
made  and  ask  the  manager  the  factors  of  cost  in  it  he  will  say  that 
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the  first  cost  in  the  manufacture  of  this  table  is  the  material  out  of 
which  it  is  made:  then  the  labor,  which  he  has  figured  to  a  fine 
point;  then  the  buildings,  interest,  taxes,  and  so  on,  making  up  that 
elusive  thing  that  is  just  getting  into  the  heads  of  the  farmers, 
"overhead;'^ and,  following  that,  the  fact  that  all  business  and  all 
industry  is  carried  on  for  profit,  and  that  is  added.  Those  are  the 
factors  in  it. 

The  Chairman.  I  suspect  there  is  a  very  great  overestimate  of  the 
l?ctual  knowledge  that  people  engaged  in  manufacturing  and  selling 
I  industries  have  about  costs. 

Mr.  Ejbtcham.  That  may  be  true,  but  is  it  not  also  true  that  every 
jVnsiness  man  recognizes  that  he  is  venturing  upon  uncharted  seas  if 
h  does  not  make  a  careful  estimate  of  his  costs  ? 

The  Chairman.  I  think  you  would  be  surprised  if  you  knew  how 
jnany  of  them  do  not  know  what  it  is. 
Mr.  Ketcham.  If  so,  I  might 'reverse  the  situation  and  say  that 
;riculture  is  leading  in  the  study  of  production  costs,  because  the 
rmers  are  certainly  becoming  wide  awake  on  this  subject.  They 
low  that  agriculture  must  be  a  proposition  of  more  than  just  so  much 
^  rsepower  on  the  job.  In  the  discussions  of  agriculture  I  have  heard 
a  recent  years  it  has  become  really  more  of  a  question  than  the  horse- 
power from  the  farmer's  shoulders  down.  In  the  new  day  I  assure 
^u  that  farmers  are  learning  and  have  learned  and  are  putting 
ato  practice  the  fact  that  the  part  of  a  man's  anatomy  from  his 
ieck  up  must  be  put  into  agriculture  if  he  is  to  succeed.  That  is  tKe 
iiisive  thing  known  as  "  overhead."  It  is  a  mighty  fine  idea,  and 
re  rre  greatly  indebted  to  business  men  for  the  discussions  and  the 
ride  publicity  they  have  given  to  it.  In  my  opinion  agriculture 
rill  never  come  into  its  own  until  it  is  organized  and  managed  upon 
I  more  efiicient  business  basis. 

I  want  to  present  to  the  commission  now  what  I  believe  to  be  one 
i  the  finest  pieces  of  constructive  work  along  this  line  that  has 
wn  undertaken  by  any  organization  recently.  I  hold  in  my  hand 
i  report  of  a  piece  of  work  entitled  "  Cooperation  in  Farm  Account- 
n?.  a  piece  of  work  done  last  year  in  Michigan  by  the  Michigan 
State  Grange  in  cooperation  with  the  Michigan  Agricultural  Col- 
ege,  its  experts  and  farm  accountants,  and  the  United  States  De- 
Ntrtnaent  of  Agriculture.  First,  I  want  to  outline  to  you  in  a  rough 
^ay  what  these  studies  are. 

1  think  the  figures  are  exceedingly  interesting  as  indicating  how 
Riccessful  study  and  work  in  the  cost  of  production  may  be  carried 
jpt  by  actual  farmers.  I  hold  here  studies  in  13  farm  enterprises 
%  Michigan ;  they  include  corn,  clover  hay,  wheat,  timothy  hay, 
ilfalfa,  dairying,  com  for  ensilage,  sugar  beets,  beans,  rye,  potatoes, 
jparley,  and  oats.  And  after  a  brief  discussion,  Mr.  Chairman,  1 
^ould  like  permission  to  include  these  studies  in  the  record,  if  it 
ftcms  advisable.  I  will  tell  you  what  they  are.  For  instance,  the 
.ieport  on  corn  covers  37  counties  of  Michigan,  and  77  farms  kept 
fost-accounting  records  on  this  crop.  These  studies  cover  788  acres 
in  37  counties  and  from  77  farms,  thus  giving  a  fairly  good  average 
idea  of  the  cost  of  production  of  corn  in  the  State  of  Michigan.  The 
studies  are  very  brief,  and  I  consider  them  very  valuable  material. 
The  Chairman.  The  studies  may  be  incorporated  in  the  record. 
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(The  studies  referred  to  are  printed  in  full,  as  follows :) 

Cooperation  in  Farm  Accounting. 

[Preliminary  report.  Micbisran  State  Granfire,  Michigan  Agricultural  College,  Experimat 
Station,  and  united  States  Department  of  Agriculture  cooperating.  By  H.  M.  Eliot  tad 
F.  T.  Riddell.     East  Lansing,  Mich.,  Dec.,  1920.] 

FOREWORD. 

One  year  ago  the  Micliigan  State  Grange  entered  into  cooperation  with  tbe 
Mlchi^n  Agricultural  College  and  the  United  States  Department  of  Agricwl- 
ture  In  the  matter  of  securing  data  on  the  costs  of  farming  and  income  of 
farms.  By  this  cooperation  it  was  proposed  to  discover  the  types  of  farminjj 
that  are  paying  best  in  Michigan,  and  to  furnish  data  which  farmers  may  ose 
in  changing  their  farm  business  to  a  basis  of  greater  profits.  Under  this  plan 
the  grange  distributed  1.075  account  books  to  their  members. 

These  account  boolcs  contain  two  parts.  One  part  is  for  records  only, 
and  it  was  intended  that  the  crop  records  would  be  Icept  by  farmers  and  fur- 
nished to  the  college  in  time  to  be  sunnnarized  and  presented  to  the  State 
grange  at  their  meeting  in  December.  1920.  The  second  part  of  the  boolc  wm 
for  a  full  year's  record  and  was  to  be  comi>lete<l  and  summarized  at  the  end 
of  the  full  12  months. 

The  following  data  is,  therefore,  a  preliminary  report  upon  the  important 
crops  of  the  State.  It  shows  the  yields  and  income  from  each  crop,  and  it  also 
shows  the  enterprise  or  special  costs  on  each  crop.  The  term  '*  enterprise  re- 
turns "  means  total  yields  in  money  less  special  costs. ,  Figures  on  enterprl* 
returns  when  used  with  proper  consideration  as  to  labor  distribution  will  give 
a  farmer  the  data  necessary  to  determine  the  best  paying  combination  of  enter- 
prises for  his  farm. 

'  In  using  these  enterprise  figures  and  the  labor  distribution  charts,  It  must  i* 
rememl)ered  that  they  are  intende<i  to  assist  farmers  in  managing  their  busi- 
ness and  not  to  furnish  a  basis  for  price  fixing.  For  if  prices  are  to  l>e  fixed 
they  should  be  fixed  at  a  point  that  will  include  not  only  enterprise  costs  but 
overhead  costs  as  well,  plus  a  reasonable  profit  on  the  farm  business  as  a 
whole. 

Overhead  costs  will  be  computed  at  the  end  of  the  accounting  year.  They 
will  include  horse  costs,  equipment  costs,  labor  hired  by  the  year  or  by  the 
season,  and  miscellaneous  farm  costs. 

In  addition  to  the  crop  data,  figures  are  also  given  on  dairy  cattle. 


Farm  enter pti^e  records,  1920, 
AVERAGE  ENTERPRISE  RETURNS  PER  ACRE. 


Enterprise. 


Average 

Avovge 

Avenie 

enter. 

enter- 

entif- 

prise 

prise 

prise 

costs 

yields 

returns 

per  acre. 

per  acre. 

peracTfc 

$11.38 

$42.79 

HUti 

14.47 

32.99 

as 

13.80 

27.34 

IS.« 

lft.31 

26.73 

lafi 

12.10 

24.75 

lie 

6.61 

22.54 

15.9R 

ia56 

25.52 

litf 

9.36 

75.90 

«.3* 

15.96 

32.00 

1413 

5a73 

91.61 

Id* 

50.58 

IILOO 

eaoi 

153.91 

196.27 

a% 

Corn  for  grain 

Wheat 

Oats 

Barley 

Rve 

Timothy  hay 

Clover  hay , 

Alfalfa  hay 

Beans 

Potatoes , 

Sugar  beets 

One  dairy  cow 
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Farm  enterprise  records,  1920 — Continued. 

AVERAGE  YIELDS  PER  ACRE. 


Enterprise. 

Counties 

Farms 

Total 

number 

acres. 

Average 

yield  per 

acre. 

Com  tor  grain 

37 
47 
42 
19 
31 
48 
48 

2 
28 
46 

3 

77 

158 

135 

34 

61 

241 

219 

10 

37 

87 

25 

788 
1,M0 
1,700 

298 
814 
1,665 
2.480 
136 
206 
250 
209 

36.6  bushels. 

wii«t..!^....:.:::..::.::: :: : :     : 

13.7  bushels. 

Oi^ 

42  7  bushels. 

Btfiey *  ;; 

27 'bushels. 

Eye. 

13. 8  bushels. 

TmoUivhaT 

1  ton. 

ctoreri^..:::::::::;::: :::::::::::'  •::::•:  ::"•; 

L2ton. 

HbUihaj 

3.3  tons. 

Bmos 

13  bushels. 

Potatoes 

105. 3  bushels 

Sugar  beets 

ia8tons. 

Snt-erprise  records  on  com  for  grain,  J 920, 
[Counties   reporting,   37;    farms   reporting,   77;    total    number   of  acres,    788.] 

Average  cost  per  acre: 

Seed,  4.8  quarts , $0.45 

Fertilizer,  30  pounds .  57 

Twine,  1.5  pounds.: .21 

Direct  cost  of  shredding _• 1.21 

Fuel  for  shredding .14 

Extra  labor  for  shredding .47 

Board  for  shredding  crew .  12 

Cost  of  husking  by  hand 1. 41 

Extra  labor  hired  during  season 1.25 

Rental  value  of  land 5.55 

Total 11. 38 

Aierage  yield  per  acre : 

Com,  36.62  bushels,  at  $0.86 31.46 

Stover,  1.49  tons,  at  $7.60 11.33 

Total    42. 79 

Average  cost  per  acre 11.38 

Average  returns  per  acre  (the  amount  received  for  the  farmer's 
time  and  overhead) 31.41 

Enterprise  records  on  clover  hay,  1920. 
[Counties  reporting,  48;  farms  reporting,  219;  total  iramber  of  acres,  2,489.] 

Average  cost  per  acre : 

Seed,  8.58  pounds -.-  $3.95 

Special  labor,  0.187  days -'- .77 

Rental  value 5. 78 

Miscellaneous .06 

Total 10. 56 

Average  yield  per  acre,  clover  hay,  1.16  tons,  at  $22 25. 52 

Average  cost  per  acre 10.56 

Average  returns  per  acre  (the  amount  received  for  the  farmer's 
time  and  overhead) —  14.96 
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Enterprise  records  on  tcheai,  1920, 

[Counties  leporUng,  47;  farms  reporting,  158;  total  number  of  acres.   1,940.] 

Average  cost  per  acre: 

Seed,  l.eo  bushels $2.37 

Fertilizer,  108  pounds 1.70 

Seed,  treatment .03 

Twine .  2T 

Direct  cost  of  thrashing .97 

Fuel .28 

Extra  labor  for  thrashing .74 

Board  for  thrashing  crew .35 

Extra  labor  hired  during  season .46 

Rent  of  land 7.30 

Total 14.47 

Average  yield  per  acre: 

Wheat,  13.69  bushels,  at  $2.26 30.94 

Straw 2.0& 

Total 32.91 

Average  cost  per  acre 14.47 

Average  returns  per  acre  (the  amount  received  for  the  farmer's 
time  and  overhead) . 18.32 

Enterprise  records  on  timothy  hap,  1920. 

[Counties  reporting,  48;  farms  reporting,  241;  total  number  of  acres,   1,665.] 

Average  cost  per  acre: 

Seed,  1.43  pounds $0.20 

Special  labor,  0.17  day .H 

Rental   value ^ 5.  w 

Miscellaneous * .05 

Total 6.61 

Average  yield  per  acre,  timothy  hay,  0.98  ton,  at  $23 22.54 

Average  cost  per  acre ^ 6.61 

Average  returns  per  acre  (the  amount  received  for  the  farmer's 
time  and  overhead) 15.95 

Enterprise  records  on  alfalfa  hay,  1920, 
[Counties  reporting,  2;  farms  reporting,  10;  total  number  of  acres^  136.] 

Average  cost  per  acre : 

Seed,  2.55  pounds 10.87 

Ck>nimercial  fertilizer .30 

Special  hired  labor 32 

Rental  value  of  land 7.  SI 

Miscellaneous  costs •*> 

Total 9-36 

Average  yield  per  acre,  alfalfa  hay,  3.3  tons,  at  $23 75.90 

Average  cost  per  acre 9-36 

Average  returns  per  acre  (the  amount  received  for  the  farmer's 
time  and  overhead) 66.^ 
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Enterprise  records  on  dairy  cattle. 
[Namber   of  farmB,   75 ;   number  of  dairy   cows,    1»240.] 

Averagfe  cost  per  cow  per  year : 

Home-grown  grains,  600  pounds,  at  $35 $12.07 

Commercial  feeds,  1,178  pounds,  at  $60 36. 34 

Hay,  2,588  pounds,  at  $20 25.88 

Other  dry  roughage,  825  pounds,  at  $10 4. 12 

Com  sUage.  7,103  pounds,  at  $7 25. 18 

Other  succulent  feeds,  460  pounds,  at  $5 1.  50 

Pasture,  160  days,  at  $0.06 9.60 

Bedding.  919  pounds,  at  $6 2.76 

Interest,  taxes,  insurance,  and  depreciation  on  cattle,  $114.50,  at 

14.6  per  cent 16.72 

Interest,  taxes,  insurance,  and  depreciation  on  buildings,  $135,  at 

10  per  cent 13.50 

.Taxes,  interest,  and  depreciation  on  equipment 2.56 

Veterinary  services  and  drugs 1.02 

Miscellaneous  costs 3.66 

Total 153. 91 

iJerage  yield  per  cow : 

Milk.  7,211  pounds,  at  $2.50  per  100  pounds  (at  farm) 180.27 

Manure,  8  tons,  at  $2 16.00 

Total 196. 27 

ATerage  cost  per  cow  per  year 153. 91 

Average  returns  per  cow  (the  amount  received  for  the  farmer's 
time  and  overhead) 42.36 


prage 


Enterprise  record  on  com  for  silage,  1920, 
[Counties  reporting,  62 ;  farms  reporting,  206 ;  total  number  of  acres,  1,876.] 


cost  per  acre : 

r    Seed $0. 74 

Fertilizer 1.85 

Twine .  50 

Cm  of  silo  filling . 3.83 

Cost  of  fuel  for  fiUing  silo .  62 

Cost  of  board  for  crew  filling  silos 1.08 

Extra  labor  hired  during  season 1.44 

Rental  value  of  land 7.58 

Total 17.64 

Average  yield  per  acre: 

Silage,  6.32  tons,  at  $6.57 41. 52 

Com  left  in  field,  0.9  burtiel.  at  $0.80 .  72 



Total 42.24 

*^«iige  cost  per  acre 17. 64 

Average  returns  per  acre  (the  amount  received  for  the  farmer's 
time  and  overhead) 24.00 

Enterprise  records  on  sugar  beets,  1920, 
[Counties  reporting,  3;  farms  reporting,.  25;  total  namber  of  acres.  209.] 

^▼««ge  cost  per  acre : 

Contract  labor ^ $26.  71 

Seed 3.73 

Commercial   fertUizer 1. 86 

Rental  value  of  land ^ 18. 28 

Total- 50.58 
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Average  yield  per  acre : 

Beets,  10.802  tons,  at  $10 108.02 

Beet  tops 3.07 

Total ^ 11L09  I 

Average  yield  per  acre 50.58 

Average  returns  per  acre  (the  amount  received  for  tlie  farmer's 
time  and  overhead) 00.51 

Enterprise  records  on  bcanSj  1920. 

[Counties  reporting,  28 ;  farms  reporting,  87 ;  total  number  of  acres,  296.] 

Average  cost  per  acre : 

Seed,  0.74  bushel,  at  $4.38 |3.24 

Commercial    fertlll^ser .41 

Direct  cost  of  threshing 2.21 

Extra  labor  for  threshing ,98 

Board   for   threshing  crew .51 

Fuel   for   threshing .38 

Special  labor  hired  during  season 186 

Extra  horse  labor  hired .Oft 

Rental  value  of  land 6.28 

Total 15.95 

Average  >ields  per  acre,  beans,  12.99  buslieLs,  at  $2.47  (net) 32.00 

Average  cost  per  acre 15.90 

Average  returns  per  acre  (the  amount  received  for  the  farmer's 

time  and  overhead) 16.1$ 

Average  pick  per  busliel»  2.2  pound.s,  at  $0.003 .21 

Enterprise  records  on  rye,  1920. 

[Counties  reporting,  81 ;  farms  reporting,  61 ;  total  number  of  acres,  814.] 

Average  cost  per  acre : 

Seed,  1.2  bushels $1.88 

Fertilizer,   16   pounds .31 

Seed  treatment ; 

Twine    .22 

Direct  cost  of  threshing 1.11 

Fuel    .36 

Extra  labor  for  threshing .71 

Board  for  threshing  crew .35 

Extra  labor  hired  during  season .44 

Rent  of  land 6.84 

Total 12.10 

Average  yields  per  acre ; 

Rye,  13.83  bushels,  at  $1.02 22.40 

Straw    2.35 

Total 24.75 

Average  cost  per  acre ^ 12.10 

Average  returns  p^  acre  (the  amount  received  for  the  farmer's 
time  and  overhead) 12.65 
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EnterprUe  record  $  on  potatoes,  1920. 

[Counties  reporting,  46;  farms  reporting,  87;  total  number  of  acres,  260.] 

Arerage  cost  per  acre : 

S€ed,  922  bushels,  at  $3.29 $80.33 

Fertilizer,  132  pounds 2. 91 

Seed   treatment .43 

Poison   1. 43 

Special    labor 10. 24 

Rental  value  of  land 5.39 

Total 50.73 

Average  yield  per  acre : 

Potatoes,  105.3  bushels,  at  $0.87 91.61 

Average  cost  per  acre 50.73 

Average  returns  per  acre  (the  amount  received  for  the  farmer's 
time  and  overhead) 40.88 

Enterprise  records  on  barley ,  1920. 
[Counties  reporting,  10;  farms  reporting,  84 ;  total  nnmber  of  acres,  203.] 

Average  cost  per  acre : 

Seed,  1.77  bushels $2.93 

Fertilizer,   80  pounds , 1.43 

Seed   treatment . .04 

Twine    : .  36 

Direct  cost  of  threshing 1.68 

Fuel   .  34 

Extra  labor  for  threshing .93 

Board  for  threshing  crew .42 

Extra  labor  hired  during  season . .48' 

Rent  of  land 7.70 

Total - 16. 31 

Average  yields  per  acre  : 

Barley,  27  bushels,  at  $0.92 24. 84 

Straw    1. 89 

Total . 26.78 

Average  cost  per  acre . . 16.31 

Average  returns  per  acre  (the  amount  received  for  the  farmer's 
time  and  overhead) 10.42 

Enterprise  records  on  oats,  1920. 
[Counties  reporting,  42;  farms  reporting,  135;  total  number  of  acres,  1,700.] 

Average  cost  per  acre: 

Seed,  1.98  bushels . $1.27 

Fertilizer,  42  pounds .84 

Seed  treatment .03 

Twine .40 

Direct  cost  of  thrashing ^ 2,09 

Fuel .29 

Extra  labor  for  thrashing , .  79 

Board  for  thrashing  ci^w .37 

Extra  labor  hired  during  season .46 

Rent  of  land n 7, 35 

Total 13, 89 
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Average  yield  per  acre: 

Oats,  42.72  bushels,  at  $0.55 23.50 

Straw 3.84 

Total 27. 34 

Average  cost  per  acre 13.89 

Average  return  per  acre   (the  amount  received  for  the  farmer^s 
time  and  overhead) 13.45 

The  Chairman.  I  would  like  to  say  in  connection  with  the  studies 
that  my  feeling  is  that  most  of  the  cost  of  production  studies  that 
have  been  carried  on  on  the  farm  have  been  undertaken  from  an 
entirely  wrong  angle.  They  have  been  undertaken  on  the  basis  of, 
or  attempt  to  ascertain,  the  cost  of  production  of  a  bushel  of  wheat, 
or  a  bushel  of  corn ;  that  is  not  the  method  of  ascertaining  the  cost 
of  production  that  has  been  undertaken  in  industry  generally.  And 
I  have  a  notion  that  the  cost  of  production  studies  on  farms,  if  they 
are  to  be  of  any  value,  must  be  taken  on  the  basis  of  the  cost  per 
unit,  determining  what  is  the  most  approved  method  of  farming: 
and  that  can  not  be  done  by  taking  the  cost  of  a  bushel  of  wheat,  or  a 
bushel  of  corn  on  different  farms,  operating  under  different  policies 
and  under  different  ideas  of  management.  The  object  of  finding  out 
the  cost  is  not  primarily  to  find  out  what  it  cost  to  make  a  given 
product,  but  it  is  to  find  out  where  the  leaks  or  errors  in  mana^ment 
occur  with  reference  to  the  entire  plant,  and  unless  the  studies  are 
made  on  the  basis  of  ascertaining  that  fact,  one  will  not  get  very 
far  with  this  kind  of  matter. 

Mr.  Ketcham.  I  think  your  statement  is  very  fine,  Mr.  Chairman, 
and  I  agree  with  you.  May  I  submit  to  you  that  these  studies  do  not 
take  it  upon  the  basis  of  bushels,  but  upon  the  acre  unit,  and,  there- 
fore, I  think  are  profitable,  under  those  conditions.  I  think  that  is 
what  you  are  driving  at;  if  we  are  going  to  do  anything  tha^t  is 
valuable  generally  in  crop  studies,  it  must  not  be  done  with  refer- 
ence to  price  fixing — although  I  do  maintain  that  that  is  valuable— 
but  also  that  it  shall  provide  a  basis  of  sound  practice  in  planning 
proper  rotations  and  in  selecting  most  advantageous  crops  for  various 
locidities. 

The  Chairman.  We  are  very  glad  to  have  it  in  the  record. 

Mr.  Ketcham.  In  that  connection,  may  I  say  that  I  have  taken  a 
typical  80-acre  farm — that  being  about  our  average  farm  in  Michi- 

fan — and,  based  upon  those  studies,  I  have  taken,  for  instance,  a 
arm  with  certain  of  those  units  and  have  divided  it  into  10-acre 
tracts,  as  follows :  Ten  acres  wood  lot ;  10  acres  for  buildings,  lanes, 
orchards,  garden,  and  miscellaneous;  10  acres  for  wheat;  10  acres 
for  pasture;  10  acres  for  clover;  10  acres  for  corn;  10  acres  for  oats; 
10  acres  for  beans,  making  eight  10-acre  tracts,  and  I  have  figured 
10  cows  to  be  kept  upon  the  farm.  While  that  would  be  a  pr^ty 
heavy  year's  work,  I  have  worked  out  the  income  from  such  a  farm 
upon  the  returns  as  given  in  these  cost-of-production  studies.  You 
will  be  interested  merely  in  the  total  as  we  are  passing.  The  total 
of  it  is  $1,474.30,  without  any  deductions  for  oveniead.  That 
$1,474.30  represents,  then,  the  overhead  and  also  what  the  farmer 
would  be  paid  for  his  ability  as  a  supervisor  and  his  work  as  weU. 

The  Chairman.  Has  the  interest  on  the  investment  been  taken  out? 

Mr.  Ketcham.  The  interest  on  the  investment  has  been  deducted 
upon  the  acreage  that  is  not  in  crop,  but  rental  has  been  charged  on 
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tbc  acreage  that  is  cropped,  and  I  thought  it  not  fair  to  charge  any 
interest  where  you  charge  rental.  I  will  say  that  in  Michigan  we 
feel  that  we  have  worked  out  some  pretty  careful  overhead  charges ; 
and  you  might  be  interested  to  knotv  that  the  overhead  on  this  par- 
ticular farm  would  be  $779,  leaving  $695.30  for  the  farmer  to  pay  for 
labor  he  himself  performed,  and  also  for  his  managerial  ability. 
May  I  say  again  that  on  this  enterprise  he  receives  a  return  of  $695.30 
for  the  investment  of  his  life  and  for  his  managerial  ability ;  and  in 
my  opinion  there  must  come  a  revision  in  this  matter  if  men  are 
going  to  be  asked  to  invest  their  lives  on  the  farms. 

The  Chairman.  Has  any  account  been  taken  there  of  the  living 
which  the  farmer  got  from  the  farm  for  himself? 

Mr.  Ketcham.  No;  nor  is  there  any  account  taken  of  the  work  his 
wife  does  or  that  his  children  do.  1  thought  one  would  offset  the 
other. 

Senator  Lenroot.  Would  that  be  the  case  ? 

Mr.  Ketcham.  I  think  that  would  be  about  the  case.  I  think  these 
%ures  are  significant.    Would  you  not  so  regard  them  ? 

Senator  Lenroot.  What  goes  into  the  overhead  ? 

Mr.  Ketcham.  Interest  on  the  untilled  land  and  the  buildings, 
figured  at  $270. 

Senator  Lenroot.  Did  you  take  the  inventory  at  the  beginning  of 
the  vear  of  the  value  of  the  land? 

Mr.  Ketcham.  Yes,  sir. 

Senator  Lenroot.  And  do  you  make  any  deduction  if  there  has 
been  a  decrease  in  value? 

Mi.  Ketcham.  I  figured  the  value  of  the  land  at  $125  an  acre. 

Senator  Lenroot.  Flat? 

Mr.  Ketcham.  Yes,  sir. 

Senator  Lenroot.  That  is  a  flat  price  per  acre? 

Mr.  Ketcham.  Yes,  sir. 

Senator  Lenroot.  What  is  the  fact  as  to  the  increases  in  value  ol 
land  in  a  period  of  years? 

Mr.  Ketcham.  Over  a  period  of  10  years,  not  taking  into  accoimt 
the  war  conditions,  I  dare  say  an  increase  of  25  per  cent  would  fairly 
represent  our  conditions. 

Senator  Lenroot.  Would  that  not  be  considered  when  you  are 
chai^ng  interest  on  the  land? 

Mr.  I&rrcHAM.  Yes,  sir. 

Senator  Lenroot.  But  you  have  not  done  so  ? 

Mr.  Ketcham.  I  have  taken  $125  per  acre  as  representing  the 
value  of  the  land  at  the  time  this  study  was  made. 

Senator  Lenroot.  But  if  you  are  charging  interest  and  your  land 
has  increased  during  the  year,  that  offsets  the  increase,  does  it  not? 

Mr.  Ketcham.  Yes ;  but  we  have  not  had  the  great  increases  there 
have  been  in  some  places. 

Senator  Lenroot.  No;  but  generally,  does  not  the  increase  in  the 
value  of  the  land  equal  the  interest  on  the  land? 

Mr.  Ketcham.  I  think  over  a  period  of  a  few  years  that  may  be 
^rue. 

Senator  Lenroot.  What  w^s  the  value  of  the  land  last  year? 
Mr.  Ketcham.  I  should  say  $140  per  acre. 

-Senator  Lenroot.  What  was  it  20  years  ago?  . 
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Mr.  Ketcham.  I  should  say  $60.  In  addition  to  that— you  asked 
for  these  items,  Senator  Lenroot? 

Senator  Lenroot.  Yes. 

Mr.  Ketcham.  Dej^reciation  on  teams  and  tools,  total  value  ot 
$1,200,  and  depreciation  figured  at  10  per  cent,  $120;  interest  on 
teams  and  tools^  and  the  like  of  that,  figured  at  5  per  cent  on  $1^. 
is  $60.  Depreciation  on  buildings  and  fences  figured  at  5  per  cent, 
$126.  Taxes  figured  at  the  rate  of  li  per  cent — that  is  surely  con- 
servative—$168.  The  interest  on  a  working  capital  of  $600,  calcu- 
lated at  6  per  cent,  would  be  $36,  or  a  total  of  $779  for  overhead. 
That  does  not  allow  any  extra  compensation  for  the  man's  man- 
agerial ability. 

Now,  the  tnird  item  in  my  program  for  the  improvement  of  agri- 
culture would  be  improved  distribution.  And^  oeing  conscious  of 
the  fact  that  much  has  been  presented  to  you  in  this  connection,  I 
am  not  going  to  dwell  upon  it,  except  to  make  this  general  remark* 
that  I  telieve  it  is  the  biggest  economic  problem  before  the  Ameri- 
can people  to-day;  the  biggest  economic  problem,  taking  into  con- 
sideration both  producers  and  consumers.  It  has  bSen  widely 
stated — and  I  have  never  seen  it  very  sharply  disputed— that  to-day 
our  ratio  of  cost  of  distribution  is  from  35  to  40  cents  of  the  con- 
sumer's dollar  to  the  producer;  and  various  agencies,  intermediary 
between  the  producer  and  the  consumer,  take  up  the  other  65  cents. 
In  contrast  to  that  I  submit  a  statement  which  is,  of  course,  just  as 
extreme  the  other  way,  in  Denmark,  where  90  cents  of  the  consumer  s 
dollar  goes  to  the  producer. 

We  could  not  hope  to  reach  that  for  some  time  in  this  country,  but 
I  do  submit  that  in  this  question  of  proper  distribution  lies  thi 
opportunity  for  the  greatest  bit  of  constructive  work  that  is  now  be*, 
fore  the  American  people.  If  you  state  that  in  terms  of  the  dol- 
lars involved,  the  problem  becomes  one  of  unusual  significance. 
Even  last  year's  statement  shows  farm  crops  sold  at  $9,000,000,000. 
Represent  this  sum  by  35  per  cent  and  see  where  your  100  per  cent 
that  the  consumers  pay  really  reaches. 

Now,  what  is  the  difficulty  ?     I  think  it  is  in  the  eonmion  d^ni" 
tion  of  business.    We  have  allowed  the  wrong  definition  of  businesi 
to  develop  in  this  country.    I  believe  in  the  near  future  we  shall 
have  to  write  a  new  definition  of  business.     Business  is  not  charging 
all  the  traffic  will  bear  and  putting  artificial  obstructions  into  tlie" 
channels  of  trade.     I  believe  the  definition  of  business  is  to  give  a ' 
man  good  pay  for  services  rendered,  and  a  fair  return  on  the  capital 
he  invests  and  the  ability  he  puts  into  it.    The  most  dangerous 
thing  I  see  in  this  business  of  distribution  is  the  right  that  certain 
groups  of  individuals  have  taken  to  themselves,  apparently,  to  stand 
in  the  way  of  proper  distribution,  and  with  vast  aggregations  of 
capital  at  their  command  to  use  storage,  transportation  conveniences, 
and  sometimes  legislative  advantage,  all  for  the  purpose  of  assuming 
control  of  distribution,  and  putting  prices  down  to  the  one  who  does 
the  producing  and  up  to  the  one  who  does  the  consuming.    Gentle- 
men of  the  commission,  this  is  America's  greatest  problem.    I  be- 
lieve it  must  be  remedied  if  we  endure. 

Now,  I  live  out  where  the  folks  are.  I  do  not  know  so  much 
about  matters  here;  I  am  green  and  new  here;  you  would  know  that 
without  my  stating  it  at  all,  but  I  do  claim  to  be  in  close  contact 
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vith  the  folks  at  the  other  end  of  the  line.  I  know  what  they  are 
thinking  about  and  what  they  feel  on  these  matters.  I  tell  you,  if 
this  commission  can  point  the  way  to  i-elief  in  this  matter  of  distri- 
bution and  show  the  country  how  more  economical  distribution  of 
products  fi-om  the  producer  to  the  consumer  can  be  accomplished, 
your  names  will  go  down  in  history  as  real  statesmen. 

Senator  Lenimx)t.  This  commission  is  doing  its  very  best  to  get  the 
facts  as  to  what  proportion  of  the  price  is  paid  to  those  who  render  no 
service  in  connection  with  a  product.  General  statements  do  not 
help  the  commission  in  arriving  at  an  answer  to  that  question. 

Mr.  Ketcham.  I  appreciate  that  point,  but  inasmuch  as  in  the  b«- 
pnning  of  my  I'emarfcs  on  this  subject  I  made  the  statement  that  I 
took  it  for  granted  that  many  men  who  had  very  definite  experience 
in  certain  specific  lines  had  offered  their  testimony  to  this  commis- 
sion bearing  upon  the  facts  that  you  desire  to  reach  in  your  par- 
ticular studv  that  I  did  not  want  to  trespass 

Senator  Lenrdot  (interposing).  Excepting  that  you  are  assum- 
ing that  the  larger  percentage,  perhaps,  of  the  difference  between 
vhat  the  producer  gets  and  what  the  consumer  pays  is  in  the  toll 
between  and  goes  to  these  people  who  render  no  service. 

Mr.  Ketcham.  I  am  glad  you  called  that  to  my  attention.  Senator, 
and  I  want  specifically  to  say  that  that  is  not  my  attitude.  I  have 
never  made  it  a  practice  to  go  out  and  without  discrimination  attempt 
to  slaughter  with  verbiage  men  who  are  engaged  in  the  business  of 
distribution. 

If  the  commission  is  at  all  interested  in  my  attitude  in  that  matter. 
here  it  is :  I  believe  that  the  man  who  is  engaged  in  the  business  or 
distribution,  whether  he  be  a  man  who  makes  that  his  business  or 
whether  he  is  a  part  of  pro-am  of  cooperative  marketing  or  what- 
ever his  legitimate  position,  my  theory  is  that  he  should  be  well 
paid;  he  should  have  a  return  for  his  money.  But  I  declare  to  you 
that  I  do  not  believe  that  our  present  system  of  distribution  has  been 
built  up  with  the  idea  of  elimmating  waste.  But  I  am  not  here  for 
the  purpose  of  piling  up  charges  against  the  men  engaged  in  dis- 
tribution. 

The  Chairman.  Would  it  not  seem  fair  to  assume  that  if  somebody 
<^^ould  find  a  way  by  which  waste  and  inefficiency  and  all  the  other 
elements  of  unnecessary  cost  between  the  producer  and  the  consumer 
could  be  eliminated  that  that  fellow  would  find  a  very  considerable 
profit,  and  sufficient  profit  to  justify  him  in  adopting  that  method 
and  giving  the  consumer  and  producer  both  some  benefit  of  it  ? 

Mr.  Kbtcham.  The  answer  to  that  lies,  Mr.  Chairman,  in  my  opin- 
ion, in  the  fact  that  to-day  the  methods  by  which  this  waste  may  be 
eliminated  and  the  attempts  to  make  it  possible  for  organizations  to 
function  in  a  national  way  are  being  fought,  and  fought  very  bit- 
terly, by  the  people  who  are  the  beneficiaries  of  the  present  plan  of 
distribution.  I  believe  most  heartily  that  in  it  are  at  least  the  begin- 
nings of  the  solution  of  this  problem.  I  believe  in  the  theory  of  the 
men  upon  the  land  being  allowed  the  widest  possible  latitude  to  work 
out  without  hindrance  their  plans  of  cooperative  marketing,  being 
confident  not  onlv  of  the  fairness  of  their  request  but  also  being  con- 
vinced, after  stu^y,  that  there  will  be  a  very  considerable  measure  of 
relief  afforded  to  the  producing  end  by  such  plans ;  I  am  also  think- 
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ing  that  when  the  consumers  on  the  other  end  of  the  line  know  of 
the  success  that  has  been  made  under  the  cooperative  methods  up  ta 
the  point  of  transfer  to  those  who  serve  them  they  will  likewise  be- 
gin to  think  along  those  lines,  and  will  do  what  they  can  to  assist 

I  am  reminded  of  a  general  statement  that  was  made  by  a  presi- 
dent of  one  of  the  western  railroads  some  years  ago — about  10  years 
ago— this  may  not  be  modern  enough  to  be  of  much  value.  I  have 
forgotten  now  just  who  he  was  or  what  line  he  was  with.  But  he 
made  this  statement  less  than  10  years  ago.  It  was  Mr.  Yoakiun^ 
I  believe,  of  the  Rock  Island  system. 

The  Chairman.  The  Frisco  system. 

Mr.  Ketcham.  Of  the  Frisco  system.  He  made  this  statement  in 
Kansas  less  than  10  years  ago,  that  in  studying  50  products  of  agri- 
culture, the  division  was  about  this  way :  Thirty-seven  cents  into  the 
pocket  of  the  producer,  47  cents  to  the  agencies  of  distribution — the 
various  agencies  of  distribution;  12  per  cent  wasted  in  the  process 
of  distribution — not  by  the  producer  or  consumer,  but  in  the  process 
of  distribution — ^and  the  other  4  per  cent  for  transportation.  That 
was  before  our  modern  freight  rates. 

The  Chairman.  There  is  a  very  general  impression  that  that  gen- 
eral division  has  considerably  changed  in  the  last  few  years. 

Mr.  Ketcham.  It  has. 

The  Chairman.  But,  so  far  as  any  figures  we  have  been  able  to 
gather  indicate,  the  percentages  have  not  changed  very  much.  Tliat 
is  to  say,  if  you  divide  the  percentages  on  the  same  basis  to-day,  1921, 
as  you  did  in  1913,  you  will  probably  find  that,  with  the  exception  of 
transportation,  the  percentages  that  go  to  the  various  factors  or  links 
in  the  chain  of  distribution  have  not  been  changed  very  much,  but 
that  each  cost,  and  consequently  each  percentage  of  profit  which  is 
charged  upon  every  element  of  cost,  whether  it  is  transportation  or 
cartage  or  investment  or  overhead,  or  whatever  it  may  oe,  has  rela- 
tively increased  so  that  your  picture  is  substantially  the  same  to-day 
as  it  was  in  1913.  You  can  not  pick  out  any  particular  place  and  say, 
"  Here  is  where  all  of  the  trouble  lies;  if  you  just  correct  this  every- 
thing will  be  lovely." 

Mr.  Ketcham.  But  going  back  to  the  40  per  cent  for  distribution, 
I  am  utterly  unable  to  conceive  of  a  system  of  distribution  where 
those  engaged  in  the  business — taking  out  waste  and  taking  out 
transportation  charges — where  they  are  entitled  to  33^  per  cent 
more  than  the  people  who  have  their  lives  and  their  money  tied  up 
in  the  business  of  producing,  and  that  is  what  those  figures  indi- 
cate. And  I  am  perfectly  well  aware,  Mr.  Chairman,  that  all  this 
47  cents  to  agencies  of  distribution  can  not  be  eliminated,  and  any- 
body who  makes  that  statement  is  indulging  in  flights  of  imagination. 

Eepresentative  Funk.  Is  this  your  position,  Mr.  Ketcham,  that 
that  relationship  is  not  true  in  any  other  business  and  in  any  other 
industry  except  agriculture? 

Mr.  Ketcham.  Yes,  sir. 

Eepresentative  Funk.  That  the  cost  of  getting  products  from 
the  producer  to  the  consumer  is  so  high,  relatively  omj,  in  agriculture 
and  not  in  any  other  industry  or  manufacturing  business? 

Mr.  Ketcham.  That  is  the  fact.  And  then  the  farmer  faces  an- 
other discouraging  fact,  in  that  he  simply  produces,  without  knowl- 
edge of  the  return  that  he  may  expect  for  his  product.    And  while 


Digiti 


ized  by  Google 


AGBIOULTURAL.  INQUIRY.  88S 

naturally  the  great  laws  of  supply  and  demand  establish  the  prices^ 
when  they  are  to  regulate  the  price  a  year  hence  it  makes  it  a 
ofreat  element  of  uncertainty  when  a  man  puts  his  crop  in  the 
ground.  However,  I  believe  some  measure  of  this  uncertainty  will 
be  removed  when  cooperative  marketing  plans  become  well  devel- 
oped and  the  farmer  has  some  voice  in  making  his  price,  based  upon 
reasonable  production  cost  and  profit. 

Representative  Funk.  For  example,  Mr.  Ketcham,  last  year  the 
oats  on  my  farm  averaged  77  bushels  per  acre,  and  this  year  the  yield 
was  only  26  bushels  per  acre,  which  made  a  great  dinerence  in  the 
gross  return. 

Mr.  Retcham.  Of  course,  this  wide  divergence  in  yield  could  not 
have  been  anticipated. 

Representative  Funk.  No. 

Mr.  Ketcham.  That  is  one  of  the  chances  you  take.  I  believe  that 
will  be  cured  in  a  measure  by  cooperative  marketing.  And  to  the. 
extent  that  men  of  capital  and  favorable  financial  situation,  and 
control  of  transportation,  and  possibly  rather  unusual  influence  in 
le^slative  matters,  are  able  to  prevent  agriculture  from  trying  out 
this  plan,  just  to  tnat  extent,  I  believe,  we  are  piling  up  this  bill  of 
expense  tnat  has  to  come  out  of  the  pockets  of  the  ultimate  consumers 
and  as  well  as  those  of  the  producers  to  some  extent. 

Senator  Lenroot.  Mr.  Ketcham,  is  not  the  cost  of  marketing  and 
distribution  to  have  the  goods  reach  the  consumer  a  work  to  the 
benefit  and  advantage  of  the  producer? 

Mr.  Ketcham.  You  are  right,  but  where  does  the  responsibility 
lie;  does  it  lie  in  the  hands  of  the  producer,  and  is  the  ultimate  con- 
sumer to  stand  by  and  see  that  conditions  are  bad  and  rotten  and 
not  do  something?  He  should  do  something,  and  not  sinaply  stand 
by  and  say,  "  Why  don't  you  producers  do  something?  "  Instead  of 
simply  bringing  this  proolem  in  and  putting  it  up  U>  us,  my  theory 
is  that  the  American  farmer,  by  cooperative  marketing,  should  he 
pven  the  largest  measure  of  latitude  in  getting  his  product  over, 
say,  half  way.  I  believe  that  through  cooperative  organizations,  the 
r^ponsibility  would  likewise  be  up  to  the  consumers  and  that  by 
such  means  this  tremendous  problem  that  is  making  for  restlessness 
in  this  country  would  be  solved.  It  must  be  solved.  I  do  not  think 
the  responsibility  is  up  to  the  farmer  to  solve  it  for  the  ultimate 
consumer,  if  that  is  what  you  are  trying  to  get  at. 

Senator  Lenroot.  Then  you  would  say,  under  present  economic 
conditions,  the  only  solution  would  be  to  increase  to  the  consumer 
the  price  of  farm  products,  to  compel  him  to  do  his  part ;  that  would 
follow  under  present  methods  of  distribution,  would  it  not? 

Mr.  Ketcham.  That  is  a  pretty  severe  punishment  to  mete  out  to 
consumers. 

Senator  Lenroot.  Is  that  not  true;  in  other  words,  you  take  the 
same  percentage  of  toll  for  distribution,  both  for  services  rendered 
and  that  may  not  be  rendered ;  the  more  the  farmer  gets,  the  more  the 
consumer  pays? 

Mr.  Ketcham.  I  hate  to  lay  that  onto  the  producer. 

Senator  Lenroot.  Is  it  not  true,  if  the  farmer  is  to  get  a  price 
that  he  does  not  get — ^that  he  is  not  getting  to-day — and  continuing 
the  present  methods  of  distribution,  the  prices  must  be  increased? 
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Mr.  Ketcham.  Yes ;  and  I  Ihink  the  country  will  soon  awaken  to 
the  real  conditions.  As  I  said  a  moment  a^,  you  can  not  eliminate 
all  of  this.  You  can  not  start  out  on  any  wild  program.  My  theory 
is  that  the  saving  in  distribution  should  be  divided  between  the  pro- 
ducer and  the  consumer. 

Senator  Lenhoot.  I  wanted  to  follow  that  just  a  step  further: 
The  higher  the  prices  to  the  consumer,  the  less  the  consumption? 

Mr.  Ketoham.  Yes,  sir. 

Senator  Lenroot.  Then  you  would  not  say  that  the  producer  has 
no  responsibility  from  his  own  selfish  interest? 

Mr.  Ketcham.  No  ;  but  my  thought  was  that  he  should  not  carry 
the  whole  responsibility. 

The  Chairman.  If  the  producer  had  complete  control  and  could 
fix  the  price,  the  price  which  he  would  naturally  fix  would  be  the 
higher  price  at  which  he  could  sell? 

Mr.  Ketcham.  Yes.  But  I  must  hasten  on;  I  have  two  other 
points  that  I  want  to  touch  on  briefly. 

Senator  Lenroot.  One  further  question:  Assuming  that  agricul- 
ture could  be  the  subject  of  monopoly — not  saying  that  it  could  be— 
do  you  think  that  monopoly  should  be  permitted  oy  law? 

Mr.  Ketcham.  No,  sir. 

Senator  Lenroot.  That  is  all. 

Mr.  Ketcham.  That  is  the  point.  I  have  always  maintained  that 
in  all  these  matters  that  fine  old  phrase  of  the  Declaration  of  Inde- 
pendence should  come  into  our  thinking  and  should  actuate  our  mo- 
tives. In  all  these  matters  there  must  be  "  a  decent  regard  for  the 
opinions  of  mankind  " ;  and  you  will  never  get  very  far  with  any 
economic  program  that  does  violence  to  that  sentiment.  Fairness 
and  justice  to  all  concerned  has  been  my  theory. 

Senator  Lenroot.  Do  you  think  that  we  should  make  monopoly 
subject  to  criminal  prosecution  and  punishment  to  some  people  and 
not  to  others?  . 

Mr.  Ketcham.  No,  sir.  I  suppose  you  are  now  referring  to  some 
proposed  legislation  that  is  under  consideration. 

Senator  Lenroot.  Yes. 

Mr.  Ketcham.  Do  you  want  my  opinion  directly  expressed  as  to 
the  merits  of  that? 

Senator  Lenroot.  I  would  be  glad  to  have  it.  It  is  troubling  some 
of  us  a  great  deal. 

Mr.  Ketcham.  I  have  felt  that  the  farm  people  of  the  United 
States  should  ask  for  themselves  exactly  the  same  privileges  and 
benefits  that  are  to-day  given  to  other  groups  of  folks  who  organize 
for  their  own  benefit,  protection,  and  welfare.  I  go  that  far,  and  no 
further. 

Senator  Lenroot.  That  is  sound,  certainly. 

Mr.  Ketcham.  I  go  that  far  and  no  further. 

Representative  Funk.  You  do  not  pretend  to  think  that  by  any 
legislation  that  can  be  enacted  by  Congress  the  farmers  could  create 
a  monopoly  for  the  control  of  farm  produce? 

Mr.  Ketcham.  I  do  not. 

Just  two  words  on  the  subject  of  credits,  which  is  the  fourth  item 
in  my  program  for  the  improvement  of  agricultural  conditions.  Mr 
belief  is  that  the  Federal  Beserve  Board  in  some  way  should  be  intro- 
duced to  agriculture — should  be  made  conscious  of  the  fact  that  there 
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is  a  business  of  agriculture  in  this  country.  Now,  I  do  not  want  to 
launch  out  on  that,  because  I  have  some  pretty  strong  feeling  alon^ 
that  line.  I  am  not  charging  now  anything  against  the  Federal 
Reserve  Board.  However,  I  have  a  deep-seated  belief,  gentlemen, 
that  in  some  way  it  has  not  been  able  to  apprehend  clearly  its  proper 
relationship  to  the  business  of  agriculture.  Had  they  done  so,  I  do 
aot  believe  that  the  deflation  process  would  have  been  started  last 
pear  when  it  was  started. 

The  Chairman.  I  think  you  will  have  to  go  back  of  the  Federal 
Reserve  Board  to  the  people  who  are  responsible  for  the  Federal 
reser\-e  act  if  you  go  into  that  subject. 

Mr.  Ketcham.  My  only  thought  in  that  connection  is  this,  that  I 
dncerely  hope  that  when  some  future  appointments  are  considered 
;hat  upon  that  Federal  Reserve  Board  will  be  placed  some  man  who 
ias  at  least  the  backgroimd  of  experience  and  the  natural  sjrmpathy 
md  full  appreciation  and  understanding  of  the  needs  of  agriculture. 
[  hope  a  man  like  that  will  go  on  the  Federal  Reserve  Board.  That 
s  all  I  ask. 

The  Chairman.  That  proceeds  upon  the  presumption  that  in  pass- 
ing the  Federal  reserve  act  the  Congress  itself  fully  recognized  the 
requirements  of  agriculture,  and  so  drew  the  Federal  reserve  act  and 
50  set  up  the  Federal  reserve  system  that  it  was  possible  to  meet  these 
leeds  through  the  system. 

Mr.  Ketcham.  But  they  left  the  administration  to  the  board,  did 
%not? 

The  Chairman.  The  administration  could  not  go  further  than  the 
let  itself  went. 

Mr.  Ketcham.  Yes;  but  could  they  go  as  far  as  the  act  itself 
permitted? 

The  Chairman.  Yes. 

Mr.  Ketcham.  The  question  is,  Did  they? 

The  Chairman.  That  is  a  question  which  we  are  undertaking  to 
lecide.  I  undertake  to  say,  if  you  ask  that  question  of  me  person- 
lUjj  on  the  basis  of  such  figures  as  I  have,  they  did. 

Mr.  Ketcham.  Well,  if  the  chairman  is  convinced  of  that,  his  wide 
bowledge  and  information,  of  course,  goes  a  good  ways  with  me. 

The  Chairman.  Now,  I  am  referring,  of  course,  merely  to  what 
was  (lone  in  the  matter  of  agricultural  loans ;  I  am  not  referring  to 
the  correctness  of  the  general  policy,  interest  rates,  or  deflation,  or 
whatever  vou  call  it.  So  far  as  credit  is  concerned,  I  do  not  think 
it  is  possible  to  show  there  was  any  discrimination  as  against  agri- 
culture, as  against  any  other  industry. 

Mr.  Ketcham.  Has  the  chairman  an  opinion,  and  does  he  care  to 
express  it,  or  is  he  advised,  when  there  was  a  deflation  policy  decided 
upon  in  which  the  Federal  Reserve  Board  had  some  discretion, 
whether  the  time  was  at  all  considered;  was  not  an  arbitrary  time 
set?  If  the  chairman  has  an  opinion  upon  that  matter,  I  would  be 
Terv  pleased  to  hear  it. 

the  Chairman.  I  do  not  think  it  would  be  desirable  to  express  an 
opinion  upon  that  matter  in  advance,  but  I  would  naturally  guess 
that  the  action  of  the  board  was  probably  based  upon  the  condition 
of  the  reserve,  on  the  general  credit  situation,  upon  the  resources 
^hich  the  banks  of  the  Federal  reserve  system  had  at  the  time, 
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rather  than  upon  a  consideration  of  the  effect  of  the  policy  upon 
the  economic  conditions  of  the  country. 

Mr.  Ketcham.  Well,  granted  now  tnat  these  larger  considerations 
should  have  prevailed,  I  would  rest  my  case,  provided  there  was  some 
voice  on  the  Federal  Reserve  Board  which  could  present  the  farm 
situation,  one  who  had  a  vision  and  a  clear  enough  view  of  the  situa- 
tion to  have  apprehended  what  would  have  been  the  disastrous  re- 
sults that  did  follow  the  starting  of  the  process  of  deflation  after 
high-priced  seed,  high-production  costs  of  every  kind  had  gone  into 
the  business  of  agriculture  last  year.  When  it  came  the  time  for 
marketing  these  crops  the  full  process  of  deflation  was  on  its  way. 
and  you  well  know  what  happened  to  agriculture ;  the  inability  of  the 
farmer  to  market  his  crops  at  anything  like  cost  of  production.  All 
these  things  certainly  contributed  to  the  business  depression. 

Representative  Mills.  If  you  will  read  the  testimony  of  Got. 
Strong  and  Gov.  Harding  before  this  commission,  I  think  you  will 
find  that  their  position  is  this — and,  personally,  I  think  that  it  is  ab- 
solutely correct :  In  the  course  of  one  of  these  wild  periods  of  specu- 
lation and  rising  prices  there  comes  a  point  where  the  bubble  is  go- 
ing to  be  pricked,  and  what  you  call  aeflation  of  prices  will  inevi- 
tably occur.  Now,  you  have  been  discussing,  just  as  a  good  many 
other  people  have  discussed  this  matter  befcre  the  commission,  on 
the  assumption  that  the  Federal  Reserve  Board,  by  a  position  taken 
in  May  or  June  decided  to  start  the  process  of  deflation. 

Personally,  I  do  not  think  that  any  group  of  men,  large  or  small, 
could  have  started  that  process.  But  they  deny  absolutely  that  they 
started  the  process.  What  they  say  is  that  to  any  intelligent  busi- 
ness man  or  banker  it  became  obvious  along  in  the  spring  of  1920— 
and  to  some  of  them  many  months  before  that — that  this  process  wai 
about  to  begin  inside  of  a  comparatively  short  time,  and  that  it  wj 
their  duty  as  public  officials  to  hoist  the  danger  signal  and  send  word 
to  the  various  banks  and  bankers  and  business  men  throughout  the 
country  that  in  their  judgment  this  process  was  to  take  place,  and 
within  a  short  time  would  take  place,  and  they  should  be  guided 
accordingly.  All  they  claim  they  did  was  to  take  precautionary 
measures,  m  view  of  the  inevitable — not  that  they  contributed  to  the 
deflation,  not  that  they  caused  it ;  it  was  inevitable — and  all  they  diq 
was  to  take  measures  to  meet  this  great  drop  in  prices  that  they  fore^ 
saw  was  to  occur.  Now,  there  is  a  big  ditference  between  causing  i< 
and  seeing  it  coming  and  taking  measures  and  steps  to  meet  it. 

Mr.  Ketcham.  Taking  it  for  granted  that  your  statement  is  cor- 
rect, I  do  not  attribute  unworthy  motives  to  these  men.  But  it  seem^ 
to  me  it  was  a  most  unfortunate  time  to  promulgate  this  statement 
as  they  did,  assuming  that  it  was  promulgated.  The  matter  of  i 
few  months  meant  the  difference  between  success  and  failure  to  the 
great  farming  interests,  and  the  onlv  thing  I  am  complaining  o^ 
IS  not  that  we  did  go  into  deflation — 1  am  not  arguing  that  at  all-J 
but,  as  I  said,  if  there  had  been  some  one  sitting  at  the  table  of  thai 
board  who  had  a  keen  view  and  clear  vision  of  the  whole  situation 
he  could  have  seen  this  deflation  coming  earlier  in  the  year,  befort 
-^rop-planting  time,  and  could  have  shown  his  associates  the  effect 
•jf  deflation  at  that  time  on  agriculture. 

The  Chairman.  Nobody  could  tell  when  this  thing  would  start 
and  reach  its  maximum  effect.    Many  people  thought  this  deflation 
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would  come  immediately  after  the  war,  and  for  a  time  it  looked  as 
if  they  were  right,  but  it  did  not.  Nobody  could  tell  whether  that 
maximum  effect  would  be  reached  in  May,  1920,  or  in  December, 
1921,  or  December,  1920,  or  May,  1921.  I  think  that  everybody  was 
rather  alarmed  and  surprised  at  the  rapidity  with  which  the  price 
drop  came,  once  it  began,  because  it  was  a  long  time  starting. 

Eepresentative  Mills.  If  vou  study  the  matter  a  little  further  tou 
will  find  that  it  came  not  only  in  the  United  States,  but  you  will  find 
it  started  many  months  before  it  hit  us.  You  will  find  a  similar 
deflation  took  place  in  Japan  in  March  and  April  of  that  year.  That 
was  taking  place  in  every  country  in  the  world,  and  that  can  not  be 
attributed  to  the  Federal  Reserve  Board. 

Mr.  Ketcham.  I  think  you  are  really  turning  your  argument  in 
my  favor,  if  you  will  permit  me,  Mr.  Mills.  The  Federal  Reserve 
Board,  granting  that  they  simply  passed  on  the  word,  everybody 
must  be  deeply  conscious  of  the  significance  of  such  word  passed  in 
times  of  uncertainty,  financially  speaking. 

Representative  JVlirxs.  But  they  were  not  uncertain.  You  think 
back  a  year  ago,  and  there  was  nothing  uncertain  in  May.  Every- 
body was  buying  and  thinking  that  the  rise  in  prices  and  the  boom 
was  going  to  last  for  all  time.  It  was  only  the  people  who  were 
studyii^  the  situation  that  really  saw  it  coming. 

Mr.  Ketcham.  May  I  ask  you  this  question — while  I  am  testifying, 

if  I  may  ask  you  this  question :  Do  you  believe  that  the  Federal  Re- 

-  serve  Board,  if  it  had  not  passed  out  this  word  or  taken  some  sort 

of  action  somewhere,  that  the  deflation  would  have  been  so  disastrous 

to  agriculture  and  agricultural  interests? 

Representative  Mills.  All  the  Federal  Reserve  Board  did  was  to 
approve  the  raising  of  the  discount  rates  in  March,  1920.  And  they 
issued  a  statement  in  May,  1920.  But,  mind  you,  they  approved  the 
raising  of  the  discount  rates  in  March,  1920.  Personally,  I  do  not 
think  that  advanced  the  period  of  deflation  one  hour.  But  I  want  to 
say  this :  If  they  had  not  raised  the  discount  rate,  if  some  restrictive 
measures  had  not  been  taken,  I  believe  the  crash  would  have  been 
ten  or  twenty  times  worse. 
Representative  Ten  Etck.  At  that  time  or  later? 
Representative  Mili^.  At  that  time  or  later? 
Mr.  Ketcham.  Just  one  other  point.  I  know  this  has  been  cov- 
ered, and  I  will  not  give  any  time  to  it,  but  I  do  want  to  give  my 
hearty  approval  to  what  I  know  the  commission  is  giving  considera- 
tion, namely,  some  form  of  short-time  credit  that  will  be  particularly 
suited  to  the  methods  of  agriculture,  and  from  Mr.  Mill's  remarks 
on  the  floor  of  the  House  yesterday  I  take  it  that  plans  are  very  well 
advanced.  I  shall  not  dwell  upon  it.  As  I  said  in  the  beginning, 
there  should  be  a  clearer  understanding  of  the  agricultural  situation 
and  a  keener  appreciation  of  what  it  needs,  and  if  that  is  given  in 
the  form  of  credit  specially  suited  to  agriculture  and  if  in  the  busi- 
ness of  banking  there  will  be  something  to  meet  the  turnover  needs 
of  the  farmer,  which  are  yearly  instead  of  every  90  days,  such  action 
will  be  an  evidence  of  a  fuller  understanding  of  the  needs  of  agri- 
culture. 

Representative  MiuLa  That  is  the  fault  of  the  system,  you  under- 
stand, and  not  the  fault  of  the  men. 
Mr.  Ketcham.  Yes,  sir. 
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Representative  Mills.  They  could  not  have  used  the  funds  of  the 
Federal  reserve  banks  for  the  purpose  of  financing  the  farmera  for 
12  months. 

Mr.  Ketcham.  No,  sir;  I  understand  that;  and  that  is  the  reason 
why  I  give  my  hearty  approval  to  these  measures  that  you  are 
considering. 

The  last  point  I  want  to  make  is  that  in  all  our  program  for  agri- 
culture— and  I  am  going  to  repeat  what  I  said  before— so  far  as  I 
know  the  heart  and  mind  of  the  American  farmer  all  he  is  asking 
for  is  fairness  and  justice.  I  believe  I  speak  the  heart  and  mind  of  the 
American  farmer  when  I  say  that  he  is  convinced  that  anything  that 
savors  of  class  legislation,  so  called,  is  something  which  he  fundamen- 
tally and  forever  and  everlastingly  opjposes.  I  do  not  think  you  need 
go  very  far  for  a  conspicuous  illustration  of  how  it  is  disastrous.  It  is 
possible  to  drive  through  legislation  to  favor  certain  classes  and  cer- 
tain people,  but  if  that  legislation  is  not  grounded  in  fairness  and 
justice  to  all  the  people  it  is  very  liable  to  turn  around,  as  some 
legislation  of  recent  years  is  now  turning  around,  to  the  disadvantage 
of  the  very  class  and  the  very  people  who  secured  its  enactment. 
Some  day  I  hope  on  the  floor  of  the  House  to  pay  my  respects  to 
those  who  are  everlastingly  talking  about  class  legislation  when  any- 
thing is  proposed  that  is  beneficial  to  agriculture.  I  do  not  want  to 
call  any  names  ot  to  comment  further  than  to  say  that  I  sincerely 
trust  that  this  statement  may  be  taken  as  the  expression  of  the  views 
of  a  very  considerable  portion  of  the  men  of  the  country  engaged 
in  the  business  of  agriculture;  that  when  the  legislation  is  enacted 
for  the  benefit  of  agriculture  it  ought  to  be  for  the  benefit  of  agri- 
culture only  so  far  as  it  will  be  of  benefit  to  all  the  people. 

Now,  may  I  close  by  just  simply  calling  to  your  attention  what  I 
regard  as  the  most  significant  thing  in  connection  with  this  whole 
agricultural  inquiry  and  investigation  ?  I  like  to  hold  it  out  before 
this  commission  as  representing  the  best  thought  that  is  being  given 
to  this  matter  in  these  days.  I  invite  your  attention  to  the  spirit  of 
the  American  farmer  when  it  comes  down  to  the  things  that  are 
fundamental.  I  am  not  going  into  his  war  record;  I  am  not  going 
into  his  subscription  for  boncS ;  I  am  not  going  into  his  contribution 
for  philanthrophic  purposes ;  I  am  not  going  into  the  number  of  boys 
he  gave  to  the  service.  I  think  the  figures  are,  roughly  speakings 
about  35  per  cent  of  the  men  who  were  called  to  the  colors  came  from 
the  farms.  But  I  do  want  to  say  to  the  everlasting  credit  of  the 
American  farmer  that  when  he  was  2,000,000  men  short,  these  young 
men  having  answered  the  call  to  the  colors,  when  thev  were  thus 
handicapped,  in  answer  to  the  call  of  the  President  of  the  United 
States  for  their  very  best  to  be  given,  that  in  the  year  1918  they 
planted  and  raised  130  per  cent  of  the  normal  crop  and  acreage  to 
feed  the  civil  population  at  home  and  to  keep  our  army  on  the  west- 
em  front.  And  that  should  be  set  down  to  the  credit  of  the  farmer, 
and  as  an  indication  of  his  spirit  And  in  1919,  the  farmer  again 
raised  enormous  crops  in  answer  to  appeals  of  the  needs  of  the  people. 
Again,  in  1920,  he  took  a  drop  of  approximately  40  per  cent,  after 
having  produced  8  per  cent  more  than  in  1919;  in  1920  the  acreage 
was  8  per  cent  more  than  the  year  before,  but  when  it  came  to  the 
time  of  market  he  received  40  per  cent  less. 
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In  the  face  of  these  experiences  wliat  might  reasonably  be  expected 
of  him  in  1^1  ?  He  would  lie  down  on  his  job.  I  think  the  figures 
for  1921  indicate  that  the  farmer  is  strictly  on  the  job  and  is  produc- 
ing a  practically  normal  acreage  in  raising  food  tor  the  world,  and 
in  every  way  trying  to  do  his  part.  It  therefore  seems  to  me  that  the 
fine  spirit  that  he  l^ars  toward  all  other  classes  of  people  everywhere 
should  weigh  in  his  favor  when  we  are  shaping  a  program  of  legis- 
lation. 

Mr.  Chairman  and  gentlemen  of  the  commission,  I  thank  you  very 
much  for  giving  me  mis  hearing,  which  has  been  much  longer  ex- 
tended than  I  expected. 

The  Chairman.  We  are  very  much  obliged  to  you,  Mr.  Ketcham, 
for  your  statement.  If  there  is  nothing  further,  the  committee  wiU 
stand  on  recess  until  2  o'clock  this  afternoon. 

(Therefore,  at  12  o'clock  noon,  the  commission  stood  on  recess 
until  2  o'clock  p.  m.  of  the  same  day.) 

after  recess. 

The  commission  met  at  2  o'clock  pursuant  to  the  taking  of  recess. 
The  Chairman.  The  commission  will  resume  its  hearings,  and  will 
be  glad  to  hear  from  Mr.  Powell. 

STATEMENT  OF  HE.  W.  W.  POWELL,  SECSETAET  OF  THE  AHEBI- 
CAH  ASSOCIATIOir  OF  JOINT-STOCK  LAND  BANES,  1422  F  STBEET 
HW.,  WASHINOTON,  D.  C. 

Mr.  PowEix.  Our  thought  in  asking  to  be  heard,  as  I  explained 
this  morning,  is  that  many  Members  of  the  Congress,  almost  every 
Kepresentative  and  every  Senator  from  an  agricultural  State,  is 
isfced  by  somebody  to  introduce  a  bill  to  make  some  sort  of  amend- 
ment to  the  farm  loan  act.  It  would  be  very  strange  indeed  if  all 
such  amendments  were  conceived  with  proper  consideration  for  the 
fundamental  principles  which  are  involved.  There  were  some  40  or 
45  bills  introduced  in  the  last  session  to  amend  the  farm  loan  act. 
Of  course,  not  all  of  them  passed,  but  enough  of  them  were  given 
serious  consideration  to  give  anybody  the  shivers  who  has  his  money 
invested  in  this  system.  By  this  I.  mean  that  if  some  of  the  amend- 
ments which  were  offered  had  been  enacted  the  basic  principles  of  the 
law  might  easily  have  been  vitiated. 

There  is  one  amendment  which  we  as  joint-stock  land  banks  want 
to  offer.  That  amendment  is  one  to  define  or  specify  for  just  what 
purpose  a  joint-stock  land  bank  may  make  loans.  The  language  of 
the  law  limits  the  Federal  land  banks  to  agricultural  purposes. 
Evidently  it  was  the  thought  of  those  who  conceived  the  law  that  the 
svstem  snould  be  operated  solely  for  agricultural  purposes.  Yet  in 
the  stniggle  that  preceded  the  authorization  of  joint-stock  land  banks 
these  particular  institutions  were  given  exemption  from  certain 
limitations  which  did  control  in  the  case  of  the  Federal  land  banks. 
The  joint-stock  banks  were  exempted  from  the  application  of  two  or 
three  sections,  the  most  important  of  which  was  that  which  had  to  do 
with  the  purpose  for  which  a  loan  may  be  made. 

When  it  came  to  the  actual  operation  of  the  joint-stock  banks  the 
Farm  Loan  Board  issued  a  ruling  to  the  effect  that  it  would  not  ap- 
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prove  any  issue  of  bonds  on  any  loan  that  was  not  made  for  agricul- 
tural purposes.    That  ruling  was  perfectly  right  and  proper. 

The  Chairman.  Let  me  ask  you  right  there:  As  I  recall  it  the 
farm  loan  act  is  quite  consistent  as  to  the  purposes  for  which  loans 
may  be  made ;  and,  in  addition,  specifies  the  percentage  of  the  ap- 
praised value  which  can  be  loaned  i 

Mr.  Powell.  Yes. 

The  Chairman.  Does  the  limitation  as  to  percenta^  of  appraised 
value  which  can  be  loaned  apply  in  the  case  of  the  joint-stock  land 
banks? 

Mr.  Powell.  That  limitation  applies  to  the  joint-stock  land  banks; 
yes.  The  joint-stock  land  banks  have  lived  up  to  that  religiouslv, 
accepting  the  order  or  ruling  of  the  Farm  Loan  Board  as  having  all 
the  force  of  law.  But  criticism  has  been  made  upon  the  floor  of  Con- 
gress, has  been  made  in  farm  papers,  and  has  been  generally  circu- 
lated by  the  enemies  of  the  farm  land  bank  system,  to  the  detrim^t 
of  the  entire  system,  that  there  is  no  limit  as  to  the  purposes  for 
which  these  joint-stock  land  banks  may  make  loans.  Therefore  we 
want  to  ask  that  the  law  be  amended  so  as  to  make  the  same  limita- 
tions which  apply  to  the  Federal  land  banks  apply  also  to  the  joint- 
stock  land  banks  in  the  matter  of  the  purpose  for  which  loans  may 
be  made.  There  never  ought  to  have  been  any  diflference  in  the  first 
place.  It  is  not  sufficient  that  it  should  rest  with  the  Farm  Loan 
board.  The  personnel  of  the  board  might  change  and  a  new  ruling 
might  be  made.  But  if  it  is  put  into  the  law  then  there  can  be  no 
question  about  it. 

I  think  that  is  the  only  amendment  we  have  in  mind  that  affects  us 
financially  or  as  financial  institutions.  There  is  another  amendment, 
however,  which,  as  friends  of  agriculture,  we  feel  ought  to  be  made. 
That  is  one  increasing  the  amount  which  may  be  loaned  under  this 
act  by  the  Federal  land  banks  to  a  single  farmer.  The  limit  is  now 
$10,000.  There  has  been  a  very  considerable  demand  that  the  maxi- 
mum loan  should  be  increased  to  $25,000.  I  think  there  is  some  doubt 
in  the  minds  of  some  people  who  actuaUy  favor  an  increase  of  that 
limit  as  to  whether  this  is  the  proper  time  to  so  amend  the  law.  I 
would  not  quarrel  with  any  of  them  about  that,  but  eventually  the 
increase  should  be  made,  and  it  should  be  made  as  soon  as  it  is  pos- 
sible and  practicable. 

The  Chairman.  Let  me  ask  you  a  question  along  that  line  so  as  to 
get  before  you  mv  own  notion  in  regard  to  it :  It  seems  to  me  if 
it  is  assumed  that  bonds  can  be  sold  to  meet  all  the  requirements  that 
would  possibly  come  for  farm  loans  through  the  system,  that  it 
might  be  desirable  to  increase  the  limit  which  might  be  loaned  under 
those  circumstances.  But,  assuming  that  you  can  not  get  all  the 
money  that  would  be  required  in  order  to  make  all  the  loans  that 
f)eople  wanted;  in  other  words,  assuming  that  you  are  going  to  be 
limited  in  your  funds — and,  I  take  it,  the  theory  of  the  farm  loan  act 
was  to  take  care  in  large  measure  of  the  little  fellow,  the  fellow  who 
wanted  to  buy  a  farm  and  go  on  it  and  pay  for  it  out  of  the  earning 
of  the  farm — I  say,  assuming  that  you  may  be  or  will  be  limited  m 
the  amount  which  you  can  get  to  loan,  under  such  circumstances  you 
would  be  doing  more  good  with  the  money  you  have  to  loan  if  yon 
spread  it  out  a  little  thinner  than  if  you  were  to  increase  the 
amounts  loaned  and  consequently  have  to  make  fewer  loans. 
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Mr.  Powell.  I  think  that  statement  opens  up  the  question 
splendidly  for  discussion.  And  I  want  to  say  that  I  think  that  is 
the  viewpoint  of  the  Farm  Loan  Board  at  this  moment  regarding 
the  advisability  of  an  immediate  increase  of  the  limit.  I  would 
not  think  of  trying  to  speak  for  the  board,  but  I  believe  that  they 
favor  an  increase  later  on.  I  think  that  they  are  fully  conscious  of 
the  fact  that  for  a  matter  of  20  years  American  agriculture  has  been 
undergoing  a  great  basic  change,  and  that  to-day  that  great  economic 
change  may  be  said  to  be  complete. 

The  proolem  of  land  ownership,  so  far  as  this  generation  is  con- 
cerned, is  a  very  different  problem  from  that  which  confronted  the 
gneration  which  has  just  passed  and  the  generations  of  American 
nners  which  preceded  it.  Then  there  was  still  some  free  land  to 
be  had.  Before  that  free  land  had  been  the  incentive.  A  man  went 
out  and  conquered  the  wilderness,  tamed  160  acres  of  land,  and  it 
was  his.  That  was  part  of  his  compensation.  But  that  opportunity 
has  gone,  and  we  have  left  now,  to  be  taken  over  by  the  generation 
which  has  come  on,  the  land  which  has  already  been  brought  under 
cultivation,  which  has  already  been  improved,  and  which  has  al- 
ready a  gi^atlj  enhanced  value  by  reason  of  increase  in  population. 
This  now  is  high-priced  land. 

It  does  not  seem  extravagant  to  say  that  the  average  price  of 
land  in  the  better  districts  of  the  Middle  West  is  about  $200  an 
acre— -Iowa,  southern  Minnesota,  the  southern  part  of  Soutth  Dakota, 
Illinois,  and  Indiana.  I  think  $200  an  acre  would  be  considered  the 
average  price  for  land  in  those  sections.  I  may  be  wrong  in  that 
statement,  but  Dr.  L.  C.  Gray,  economist  in  charge  of  land  economics 
in  the  United  States  Department  of  Agriculture,  in  the  Agricultural 
Yearbook  for  1920,  just  now  off  the  press,  says: 

In  the  choicer  sections  of  the  com  helt  and  in  the  dairy  regions  of  southern 
Wisconsin  and  Minnesota  a  farm  of  normal  size  represents  a  total  investment 
of  from  $50,000  to  $100,000.  The  investment  in  the  better  farms  of  the  winter 
wheat  and  spring  wheat  belts  ranges  from  $30,000  to  $50,00.  An  apple  orchard 
of  normal  size  in  western  New  York  involves  a  capital  of  $25,000  to  $30,000. 
In  the  cotton  belt  farms  of  average  size  operated  by  owners  represent  an  in- 
vestment of  $5,000  to  $15,000. 

That  is  only  offered  to  ^ou  by  me  as  the  testimony  of  a  man  who 
has  ^yen  some  study  to  tms  subject,  in  order  to  substantiate  my  con- 
tention that  the  average  price  of  land  in  the  better  districts  is  around 
$200  an  acre.  But  how  are  you  going  to  get  a  man  to  buy  a  farm  of 
160  or  220  acres,  which  is  the  economic  unit  out  in  Iowa;  how  are 
you  going  to  get  a  man  to  buy  that  kind  of  farm  if  he  can  not  finance 
it?  He  has  got  to  be  somewhat  of  a  capitalist  if  he  finances  it  him- 
self. The  hired  hand  is  not  a  capitalist.  The  tenant  is  a  very  small 
capitalist,  if  he  has  laid  up  anything  at  all.  He  is  not  in  position  to 
go  and  buy  land  at  $200  an  acre.  Yet  somebody  has  got  to  take  over 
that  land.  That  land  has  got  to  produce  the  commercial  surplus. 
That  matter  has  got  to  be  taken  care  of.  It  must  be  made  possible 
for  the  next  generation  to  take  over  that  land. 

As  Dr.  Gray  points  out,  many  farms  in  the  corn  belt  and  the  dairy 
sections  have  values  greatly  in  excess  of  $200  an  acre.  Three  hundred 
dollars  per  acre  is  not  an  unreasonable  price  in  some  of  the  more 
highly  enveloped  and  advantageously  located  seriions.  And  $500  an 
acre  is  not  unheard  of. 
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So,  to-day  this  country  has  before  it  a  very  considerable  and  very 
real  problem  in  financing  the  men  of  this  and  the  next  generation  who 
are  to  take  over  and  cultivate  this  high-priced  land  rrom  which  the 
passing  generation  is  retiring  and  leaving  to  its  sons  and  neighbors 
and  hired  men.  • 

How  ghall  the  new  owner  be  financed?  Manifestly,  he  must  have 
credit — not  a  niggardly  9^d  grudgingly  administered  credit,  but  am- 
ple and  adequate  credit. 

We  have  made  a  beginning.  We  have  sought  to  establish  a  new 
system,  fostered  by  the  Federal  farm  loan  act.  While  we  have  writ- 
ten the  law  providing  for  the  development  of  that  system  nothing 
is  more  certain  than  tnat  it  will  require  from  5  to  10  years  in  which 
to  thoroughly  establish  in  the  practice  of  the  Nation  the  new  prin- 
ciples set  forth  in  this  law.  This  much  is  true  and  beyond  question: 
We  can  not  return  to  the  days  of  free  land.  Neither  can  we  return 
to  the  days  of  cheap  land.    C;ur  problem,  then,  is  defined. 

Mr.  Chairman,  you  mentioned  the  fact  that  you  thought  it  was  the 
idea  in  passing  the  farm  loan  act  to  take  care  of  the  little  fellow.  I 
think  that  was  very  likely  the  largest  factor  in  the  consideration  of 
the  measure,  but  it  could  not  have  been  the  only  factor  because  your 
law  does  provide  for  larger  loans.  The  record  of  the  hearings  held 
in  1914  by  the  Subcommittee  on  Banking  and  Currency  of  the  Senate 
shows  that  Senator  Norris  introduced  the  first  rural  credits  bill,  and 
that  the  Norris  bill  had  a  limit  of  $2,000  as  to  the  size  of  the  loaa 
that  might  be  made.  'The  subcommittee  did  not  favorably  consider 
that  bill  because  those  speaking  in  behalf  of  agriculture  were  so  pro- 
nounced in  opposition  to  it  because  of  the  low  limit  on  loans.  Then 
the  first  draft  of  the  farm  loan  act  was  made.  That  first  draft  oi 
the  present  law  provided  for  a  maximum  loan  of  $5,000.  Complaint 
was  made  also  against  that,  and  for  the  same  reason.  In  the  second 
draft  the  limit  was  increased  to  $10,000,  and  still  complaint  was  made 
that  the  maximum  was  too  low  yet.  The  final  draft  contained  a  pro- 
vision for  the  ioint-stock  land  banks  which  mi^ht  loan  15  per  cefflt 
of  their  capital,  or  up  to  $37,500,  to  a  single  individual.  So  that 
Congress  did  step  the  maximum  up  from  $2,000  to  $37,500.  The  law 
as  it  was  passed  must  stand  as  some  evidence  of  the  intent  of  Con- 
gress, and  the  present  provision  as  to  maximum  loans  was  not  arrived 
at  suddenly,  it  was  adopted  after  months  of  consideration ;  the  limit 
Was  pushed  up  step  by  step  in  response  to  the  demand  of  men  actu- 
ally engaged  m  farming  and  who  expected  to  make  use  of  the  farm 
loan  system.  I  mention  this  fact  because  there  are  100  pages  of 
that  testimony  in  the  hearings  held  before  the  old  subcommittee, 
which  shows  this  to  have  been  the  fact. 

I  assume  that  this  commission  is  entirely  familiar  with  the  farm 
loan  act,  but  I  want  to  emphasize  three  or  four  things  in  connection 
with  it  that  we  think  should  be  guarded  and  preserved. 

Many  students  of  this  problem  consider  that,  in  passing  the  Federal 
farm  loan  act,  the  Sixty-third  Congress  builded  better  than  it  knew.  | 
The  statement  is  warranted  that  most  students  of  and  many  practical 
men  dealing  in  land  credits  consider  the  Federal  farm  loan  act  t 
most  excellent  piece  of  legislation.  The  plan  it  provides  is  not  an 
experiment.  This  law  contains  no  new  nostrums.  It  is  based  upon 
more  than  100  years  of  human  experience.  True,  that  experience 
was  acquired  in  European  countries.    But  the  principles  evolved  and 
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established  in  the  experience  of  European  agriculture  have  been 
adapted  admirably  and  in  a  most  practical  way  to  the  conditions  of 
American  farming. 

Four  years  of  operation  under  this  law  have  indicated  rather 
clearly  the  need  for  certain  amendments — not  amendments  designed 
to  eliminate  or  modify  any  of  the  fundamental  principles,  but 
amendments  designed  to  preserve  these  principles  and  to  make  the 
benefits  of  this  law  available  to  all  phases  of  agriculture  and  to  all 
classes  of  farmers. 

Before  considering  these  amendments,  a  brief  reference  to  the 
major  principles  involved  in  this  new  program  for  financing  land 
ownership  may  be  pardoned  at  this  time  because  of  the  fact  that  there 
are  so  few  men  now  in  Congress  who  were  in  Washington  at  the  time 
the  fann  loan  act  was  passed,  and  because  of  the  further  fact  that 
yerjr  few  who  were  here  at  that  time  were  deeply  interested  in  or 
intimately  informed  as  to  the  principles  and  provisions  of  that  law. 

The  great  outstanding  features  of  the  farm  loan  act  are  four  in 
number,  to  wit : 

1.  Long-term  amortized  loans. 

2.  Liquid  security  obtained  by  substituting  bonds  for  mortgages. 

3.  Government  supervision — investors  protected  by  inspection  of 
appraisals — borrower  protected  by  regulation  of  rates  and  prohibi- 
tion^of  abuses. 

4.  Tax  exemption  to  meet  the  conditions  in  a  special  market  cre- 
ated by  cities  and  States  issuing  large  volumes  of  tax-exempt  bonds. 

Each  of  these  four  features  is  a  new  departure  in  the  field  of  farm 
loans,  so  far  as  this  country  is  concerned.  Each  is  more  or  less  de- 
pendent upon  the  other,  and  the  failure  of  any  one  of  these  might  be 
sofficient  to  wreck  the  entire  system.  Inasmuch  as  there  still  is  a 
highly  organized  opposition  to  the  farm  loan  system  as  a  whole,  and 
t  very  active  opposition  to  certain  features  of  the  system,  we  mav  be 
pardoned  if  we  take  enough  of  the  commission's  time  to  definitely 
establish  the  importance  of  the  fundamental  principles  of  the  farm 
loan  act. 

Perhaps  the  commission  may  know  that  one  of  the  most  impor- 
tant and  beneficial  features  of  the  farm  loan  act  is  the  amortization 
of  loans.  While  a  low  rate  of  interest  and  the  prohibition  against 
commissions  are  the  more  immediate  advantages  derived  from  the 
farm  loan  act  and  therefore  the  more  noticeable  to  all  but  students, 
these  are  only  incidental  benefits.  One  of  the  fundamental  and  per- 
manent benefits  of  the  farm  loan  system  is  to  be  found  in  the  plan 
provided  for  amortized  loans.  Under  this  plan  the  borrower  is 
given  from  33  to  35  years  in  which  to  repay  his  principal,  the  an- 
nual payments  on  the  principal  being  only  1  per  cent  in  excess  of  the 
interest  rate. 

It  is  scarcely  possible  to  overestimate  the  importance  of  this  plan 
in  its  tendency  to  stabilize  agidculture  and  to  relieve  the  farmer  of 
that  which  up  to  this  time  has  been  his  most  harassing  burden — ^the 
mortgage  on  his  land.  By  this  plan  the  major  portion  of  the 
farmer's  accumulations  of  one  season  may  be  used  by  him  either  for 
expansion  in  the  succeeding  seasons  or  as  capital  to  carry  him 
through  a  lean  season  if  one  or  more  crops  should  fail.  This  plan 
makes  for  financial  stren^h  and  stability.  The  farmer's  energy  can 
be  concentrated  upon  his  seasonable  operations  instead  of  being 
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directed  to  that  nerve-racking,  soul-consuming  business  of  lifting  or 
renewing  a  mortgage  for  half  the  value  of  his  farm  in  three  or  five 
years.  The  amortization  plan  has  not  yet  been  in  operation  a  suffi- 
cient length  of  time  for  even  the  farmer  to  appreciate  fully  the  great 
advantages  he  can  derive  from  this  feature  of  the  farm  loan  act 
Yet  while  the  farmer  may  have  given  attention  to  the  more  immedi-^ 
ate  benefits  of  the  lo^  interest  rate  and  the  abolishment  of  commia*' 
sions,  the  farmer's  banker  and  the  students  of  agricultural  economic^ 
realize  that  long-term  amortized  loan  is  one  of  the  greatest  advanf 
tages  that  yet  has  come  to  American  agriculture.  In  our  opinion 
Congress  should  not  consider  any  amendments  to  the  law  whic^ 
would  deny  the  farmer  the  opportunity  to  amortize  his  land  loans.    ^ 

The  Chairman.  What  proportion  of  the  interest  rate  is  applied  t^ 
the  reduction  of  the  loan?  i 

Mr.  Powell.  The  loans  that  are  being  made  right  at  this  time  ac< 
being  made  at  6  per  cent,  and  the  annual  payment  of  the  farmer  tf 
7  per  cent — 6  per  cent  being  interest  and  1  per  cent  being  applia^ 
to  the  principal.  ^ 

The  Chairman.  Does  that  amortize  the  loan  in  35  years? 

Mr.  Powell.  It  does  amortize  it  in  a  little  less  than  33  years  ^ 
payments  are  made  semiannually  and  in  34rJ  vears  if  made  annualU 

If  there  is  any  advantage  which  is  more  fundamental  and  whi^ 
will  exercise  a  larger  influence  upon  agriculture  as  an  industry  thifl 
the  amortized  loan,  it  is  that  portion  of  the  law  which  mak^s  ^ 
possible  to  convert  the  farm  mortgage  into  a  liquid  security — ti^ 
larm-loan  bond. 

After  all  the  big  problem  before  us  is:  How  shall  we  secure  foj 
agriculture  an  adequate  volume  of  money — the  full  volume  requirec 
to  amplv  finance  this  great  underlying  industry — this  industry  upq| 
which  the  prosperity  of  all  other  industries  and  all  other  busin^s| 
are  so  greatly  dependent?  a 

The  Chairman.  Is  there  much  of  a  market  for  those  bonds!  J 
am  not  now  talking  about  the  original  market,  but  are  they  s(^ 
freely  after  they  are  once  issued  transferred  from  one  owner  b 
another? 

Mr.  Powell.  They  are  transferred  without  difficulty.  I  do  nol 
think  there  has  been  a  great  deal  of  shifting  of  ownership  because  i 
great  many  of  them  have  found  their  last  resting  place.  But  thd 
rmjuently  appear  as  collateral  in  banks  and  trust  companies  whea 
borrowing  is  done.  They  are  sometimes  exchanged.  There  are  veq 
few  of  them  quoted  in  the  market  page,  and  we  know  of  very  fel 
of  them  appearing  in  the  market,  but  our  own  5  per  cent  bonds  all 
quoted  frequently  at  92  and  93,  and  sometimes  lower  than  that.  Wf 
have  always  tried  to  buy  them.  We  have  not  bought  very  many  of 
them  because  we  could  not  find  them  for  sale;  they  were  not  there; 
only  sometimes  somebody  has  a  handful  of  them,  $10,000  or  $15,000 
or  $20,000,  which  they  put  on  the  market  to  see  what  can  be  stirred  up^ 

The  permanent  investment  in  agriculture  is  greater  than  that  of 
any  other  industry  and  greater  than  that  of  any  other  business.  In 
1920  the  Census  Bureau  preliminary  estimates-— not  yet  complete— 

gave  the  amount  invested  in  agriculture,  including  lands,  building 
ve  stock,  and  machinery,  as  $77,925,989,073 ;  the  amount  invested  in 
manufacturing — plants,  grounds,  buildings,  and  machinery — as  $46r 
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00,000,000;  the  amount  invested  in  the  railways  was  given  as 
31,000,000,000. 

Of  the  $77,000,000,000  invested  in  agriculture,  something  in  excess 
i  four  billions  was  represented  by  mortgage  indebtedness  on  land. 

It  never  has  been  an  easy  matter  to  secure  tor  agriculture  the  funds 
or  the  capital  investment  in  land.  But  to-day  it  is  doubly  difficult, 
lie  war  and  reconstruction  that  has  followed  have  brought  the  Na- 
ion  face  to  face  with  a  new  condition — a  condition,  not  a  theory, 
liere  is  an  unprecedented  demand  for  capital.  Every  line  of  or- 
janized  business,  commerce,  and  industry  is  offering  desirable,  liquid, 
nd  readily  salable  securities  in  standard  denominations.  On  liauid 
ecurities  alone  can  they  secure  the  funds  they  require.  To-aay, 
acre  than  ever,  nonliquid  securities  are  a  drug  upon  the  market, 
rhe  farm  mortgage  is  not  a  convenient  instrument  of  credit  because 
f  its  size  and  because  of  the  further  fact  that  the  underlying  se- 
ttrity  can  not  be  readily  examined  without  a  visit  to  and  a  personal 
nspection  of  the  physical  property.  In  other  words,  the  mortgage  is 
I  nonnegotiable  security.  Here,  then,  is  the  condition  which  con- 
ronts  the  Nation:  We  must  provide  ample  funds  for  the  capital 
bvestment  in  agriculture,  and  we  must  provide — as  already  has  been 
provided  in  the  farm  loan  act — and  use  a  different  form  of  security 
ban  the  old-style  farm  mortgage.  The  farm  loan  act  makes  it  pos- 
ible  to  convert  the  farm  mortgage  into  a  liquid  negotiable  security 
ly  substituting  for  this  hitherto  unwieldy  and  undesirable  credit 
ittstrument  the  readily  salable  farm  loan  bond,  with  its  underlying 
iBcurity,  the  land,  appraised  and  inspected  by  an  agent  of  the  Fed- 
jral  Government. 

When  it  comes  down  to  the  ability  of  the  market  to  absorb  farm 
Rcurities,  what  is  the  difference  whether  the  securities  are  farm  loan 
bonds  or  just  plain  farm  mortgages?  Clearly  the  amount  of  monev 
Ihat  agriculture  will  demand  immediately  for  land  investments  will 
^t  be  much  greater  under  the  new  system  than  it  was  under  the  old. 
the  indebtedness  on  farm  lands  must  be  carried  just  as  the  capital 
investments  in  railroads  and  industrial  plants  must  be  carried — ^must 
be  carried  by  the  great  investing  public. 

Does  anyone  believe  that  the  volume  of  farm  loan  bonds  to  be  put 
wit  by  all  the  banks  of  the  farm  loan  system,  both  joint-stock  and 
rederal  banks,  will  immediately  greatly  exceed  the  volume  of  farm 
mortgages  that  would  be  put  on  the  market  if  there  were  no  land 
banks?  Certainly  there  wiU  be  some  increase  immediately,  and 
eventually  there  will  be  a  considerable  increase.  At  least  it  is  so 
Iwped,  for  is  this  not  one  of  the  greatest  purposes  of  the  farm  loan 
wt?  But  this  increase  is  to  come  gradually  and  only  as  the  farmer 
fearns  how  to  go  into  debt  and  use  borrowed  money  profitably  in 
expanding  his  production  operations.  The  farmer  is  not  a  plunger ; 
he  is  not  m  a  hurry ;  he  is  patient ;  he  waits  upon  the  seasons  for  his 
increase.    By  nature  and  training  he  is  a  conservative. 

However,  it  is  not  so  much  an  increase  in  the  land  indebtedness 
that  is  expected  as  it  is  a  change  in  the  form  of  the  security  and  as 
^18  a  change  in  the  term  of  years  for  which  the  indebtedness  is  to 
be  carried  and  also  as  it  is  a  change  in  the  rate  of  interest.  There 
<>^ght  not  to  be  anything  in  this  sftuation  to  alarm  anyone.  Either 
the  farm-mortgage  indebtedness  of  the  country  must  be  carried  by 
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the  men  who  have  money  to  lend  or  the  mortgages  must  be  foreclosed 
and  the  lenders  take  title  to  the  land. 

The  tendency  toward  substituting  bonds  for  mortgages  is  already 
very  strong.  The  practice  is  growing  and  the  volume  of  these  b(m& 
is  increasing.  Even  farm-mortgage  concerns  which  are  not  under 
Government  supervision  and  which  conduct  an  unregulated  business 
already  are  making  large  offerings  of  bonds  based  on  farm  mort- 
gages. 

If  the  necessities  of  the  case  demand  a  substitution  of  farm  bonds 
for  farm  mortgages  as  instruments  of  credit  why  should  any  one  be 
alarmed  ? 

Truly  one  of  the  very  great,  if  not  the  greatest  of  all  benefit* 
flowing  from  the  farm-loan  act,  is  the  opportunity  it  provides  for 
agriculture  to  have  access  to  the  investable  fimds  of  the  Nation  and 
having  a  gilt-edge  readily  salable  Government  inspected  instrumenl 
of  credit,  on  which  it  can  obtain  such  funds  as  the  security  it  has  to 
offer  rightfully  entitles  it.  Surely  this  must  be  recognized  as  t 
great  advance.  And  surely  there  should  be  no  backward  step  in  this 
phase  of  the  matter.  Congress  surely  will  not  give  serious  considen^ 
tion  to  any  amendments  proposed  to  the  farm  loan  act  which  wA 
tend  to  deprive  the  farmer  of  this  new  credit  instrument,  the  farm* 
loan  bond. 

Another  phase  of  this  matter  I  wanted  to  get  before  you  was  Gov* 
ernment  supervision.  It  is  quite  the  fashion  at  this  particular  timt 
to  object  to  Government  regulation  and  Government  supervision  of 
business.  I  think  it  is  very  easy  to  get  too  much  of  it.  Yet  there  art 
certain  kinds  of  business  that  it  is  simply  impossible  to  operate  witk 
out  a  certain  degree  of  it.  Banking  happens  to  be  one  of  them,  and 
the  land  bank  was  a  part  of  the  banking  business  of  the  country  that 
up  to  the  time  of  the  passage  of  the  farm  loan  act  had  had  no  regular 
tion  of  any  kind.  The  method  or  system  of  making  loans  on  famil 
has  accumulated  a  long  list  of  abuses.  These  abuses  are  known  tt 
every  one,  the  most  notorious  of  them  of  course  being  extortionate 
commissions  and  high  rates  of  interest  in  undeveloped  sections,  so 
that  the  men  who  least  could  afford  to  pay  the  high  rates  were  the 
very  persons  from  whom  lenders  exacted  the  highest  rates.  Bor- 
rowers in  Montana  and  in  Texas,  where  picking  really  is  pretty  slim 
in  agriculture,  or  has  been  particularly  so  during  the  last  two  or 
three  years,  are  the  persons  who  have  had  to  pay  10  per  cent  and  14 
per  cent  and  15  per  cent.  They  could  least  afford  to  do  it.  The 
abuses  I  speak  of  have  developed  along  the  line  that  abuses  usually  j 
develop ;  that  is,  lenders  have  taken  advantage  of  the  necessity  of 
borrowers,  and  the  man  who  has  had  the  greatest  necessity  is  the 
man  who  has  suffered  the  most.  For  that  reason  Government  super- 
vision was  first  thought  to  be  a  good  thing  in  this  field. 

The  Chairman.  Have  you  any  idea  how  prevalent  the  practice  of 
charging  commissions  is? 

Mr.  fowEi.1^.  I  have  a  pretty  firm  conviction — although  I  have 
not  made  such  a  study  of  it  as  would  enable  me  to  make  a  definite 
statement  in  the  way  of  figures  that  I  would  want  to  go  in  the 
record,  but  I  can  say  it  obtains  in  almost  ever>^  State  in  which  we 
have  banks  doing  business  under  this  act.  We  find  commission 
charges  are  very  high  in  the  West.  They  are  not  so  high  in  the 
Middle  West,  neither  are  the  interest   rates.     I  have  l^n  told, 
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dthough  we  have  no  bank  operating  there,  that  there  are  very  few 
rommifisions  charged  in  New  England  or  in  New  York.  Commis- 
iom  are  low  there  and  frequently  loans  are  made  in  those  sections 
rithmit  charging  any  commissions. 

The  Chairman.  I  have  some  data  here,  collected  by  the  Farm 
jO«n  Board,  which  indicates  that  the  highest  rates  are  charged  in 
he  Southern  States,  more  particularly  there ;  commissions  in  Georgia 
imning  all  the  way  from  2  per  cent  to  10  per  cent;  in  Lfouisiana, 
Tom  5  per  cent  to  8  per  cent ;  and  in  Kentucky  from  3  per  cent  to 
0  per  cent.  Those  are  the  highest  rates  I  see  here.  The  western 
ection  of  the  country  comes  next,  and  the  Middle  West  third,  and 
he  East  last. 

Mr.  Powell.  That  was  the  relation  I  had  in  mind.  Our  figures 
Kffer  slightly  from  those,  but  not  materially,  collected  from  some- 
rhat  diflferent  sources,  they  not  being  tabulated  and  not  having  been 
6  yet  carefully  studied. 

I  was  going  to  make  this  point,  that  Government  supervision, 
fhile  of  great  benefit  in  eradicating  these  abuses  and  welcomed  on 
hat  account,  as  it  should  be  welcomed  by  the  farmer  on  that  account, 
wcomes  absolutely  necessary  as  a  protection  to  the  investing  public 
IS  weD  as  to  the  iJorrower  when  you  attempt  to  operate  a  system  like 
he  farm-loan  system,  with  long-term  loans  and  with  your  money 
Bsembled  by  the  issuance  of  hSnds.  Without  Government  super- 
vision your  bonds  would  be  open  to  question,  and  without  bonds  you 
»uld  have  no  long-term  loans.  So  if  you  are  going  to  preserve 
imortized  loans,  and  if  you  are  going  to  preserve  the  integrity  of 
Xmds,  you  must  have  Government  supervision. 

Without  Government  supervision  it  would  be  verj;  diflScult  to 
aaintain  either  the  amortization  plan  or  the  liquid  security.  A  long- 
ienn  loan — a  loan  from  20  to  35  years  would  be  practically  impossible 
»  an  old-style  farm  mortgage.  The  farm-loan  bond  is  the  instru- 
ment which  makes  the  long-term  amortized  loan  possible. 

And  because  of  the  fact  that  farm  mortgages  are  issued  from  al- 
nost  every  township,  in  every  county^  and  every  State  throughout 
the  entire  country,  acceptable  information — that  is,  reasonable  assur- 
ince— as  to  the  reliability  of  the  appraisal  and  the  relation  of  the 
hnd  value  to  the  face  of  the  mortgage  can  not  be  readily  assembled 
for  the  investor. 

Because  of  these  diflSculties  in  determining  values  no  bonds  could 
be  sold  readily  without  Government  supervision.  Supervision  by 
fee  Government  gives  stability  to  the  value  of  the  bond.  This  super- 
vision is  a  protection  to  the  investor. 

In  a  word  the  amortization  plan  can  not  be  successfully  handled 
without  bonds  and  bonds  can  not  be  readily  sold  without  Goyem- 
fflent  supervision.  Therefore  we  hold  that  Government  supervision 
should  l^  continued  and  that  the  efficiency  and  rigidity  of  the  super- 
vision should  be  increased  rather  than  lessened. 

There  is  one  other  phase  which  I  want  to  discuss,  and  that  is  tax 
exemption.  If  it  were  not  for  the  fact  that  there  is  already  a  special 
market  which  absorbs  anywhere  from  $10,000,000,000  to  $20,000,- 
000,000  of  the  money  of  the  country  it  would  not  be  necessary  for  the 
farm-loan  system  to  issue  tax-exempt  securities.  But  with  the 
wistence  of  this  special  market,  which  does  absorb  of  tax-exempt 
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securities  from  $10,000,000,000  to  $20,000,000,000,  then  it  becomes 
necessary  for  us  to  exercise  the  same  privilege  or  we  will  not  be  tWe 
to  get  money  for  agriculture  at  a  low  rate  of  interest. 

If  I  may  be  pardoned,  I  will  discuss  this  subject  from  the  standi 
point  purely  of  the  joint-stock  land  banks.  I  was  asked,  when  be^ 
fore  a  committee  of  the  Senate  on  Banking  and  Currency,  if  there 
was  any  reason  why  we  could  not  function  and  sell  our  bonds  withoiil 
their  being  tax  exempt.  The  answer  was  and  is,  there  is  a  big  rean 
son,  and  that  is,  the  law  itself,  which  provides  that  we  are  to  leiwj 
this  money  at  6  per  cent.  That  is  the  maximum  we  may  chargej 
When  we  have  to  lend  money  to  the  farmer  at  a  maximum  of  6  pe^ 
cent  we  can  not  go  out  and  raise  money  on  a  taxable  bond  because  n^ 
taxable  bond  can  be  sold  in  the  market^  nor  has  been  sold  in  receni 
years,  nor  ever  will  be  sold,  for  a  long  time  at  least,  bearing  the  rat^ 
of  6  per  cent  or  less.  That  is  the  real  reason  why  we  have  eithei 
to  have  a  tax-exempt  bond  or  go  out  of  business.  The  law  drivtii 
the  peg  there ;  we  can  not  charge  the  farmer  above  6  per  cent,  ant 
certainly  we  can  not  lend  money  for  less  than  we  can  hire  it  for. 

Representative  Ten  Eyck.  What  you  mean  by  that  statement  is 
the  competition  between  your  bonds  and  other  tax-exempt  bond 
would  demand  of  you  a  higher  rate  of  interest  unless  you  issued  tax 
exempt  bonds? 

Mr.  Powell.  That  is  it  exactly.  Unless  tax  exempt  we  would  havi 
to  pay  a  higher  rate,  and  if  we  pay  a  higher  rate  the  farmer  will  hav^ 
to  pay  us  a  higher  rate.  When  you  have  said  to  the  farmer  he  ma 
have  his  money  at  no  higher  maximum  than  6  per  cent,  then  yo? 
make  it  impossible  for  us  to  do  business  on  any  other  than  a  ta: 
exempt  basis. 

It  seemed  to  the  authors  of  the  farm  loan  act  that  if  agricul 
was  to  have  money  in  suflScient  quantity  at  low  rates  of  interest 
on  convenient  terms,  then  the  bonds  issued  against  farm  mortg 
should  be  exempt  from  all  taxation  for  the  very  purpose  of  securi 
this  low  rate  of  interest. 

It  was  a  condition  and  not  a  theory  which  confronted  the  men  wh^ 
framed  the  farm  loan  act  and  provided  for  the  exemption  from  taxa 
tion  of  the  mortgages  and  bonds  given  under  the  farm  loan  system 
The  same  condition  still  obtains.  With  the  great  volume  ai  tax 
free  securities  already  afloat,  a  special  market  has  been  created 
Apparently  there  is  authentic  statement  available  as  to  th 
amount  of  outstanding  tax-free  securities.  The  Secretary  of  m 
Treasury,  wishing  to  be  free  from  the  charge  of  making  a  sensationa] 
statement,  places  the  figure  at  $10,000,000,000.  Other  authorities 
students  of  finance,  place  the  figure  somewhat  higher — some  at  twelvd 
some  at  fifteen,  some  at  twenty  billions.  The  American  Acadein] 
of  Political  Science  makes  an  estimate  of  $18,800,000,000  tax-fro] 
securities  now  outstanding. 

It  is,  o£  course,  impossible  to  assemble  money  at  a  low  rate  oj 
interest  without  issuing  a  security  that  can  meet  the  competition  oi 
this  ten  to  twenty  billions  of  tax-free  securities.  That  was  th^ 
condition  that  confronted  the  framers  of  the  act.  That  is  the  condi- 
tion that  still  confronts  the  farm  loan  system. 

Accordingly,  the  securities  issued  under  the  farm  loan  act  were 
made  exempt.  In  four  years'  time  a  total  of  $436,000,000  of  tax- 
exempt  farm  loan  bonds  have  been  issued  and  sold.    One  hundred 
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and  eighty-three  millions  of  these  are  held  by  the  United  States 
Treasury,  leaving  $252,000,000  which  have  been  absorbed  by  the 
investing  public. 

Having  adopted  a  plan  of  rural  credits  based  upon  the  tax  exemp- 
tion, it  is  an  obligation  of  Congress  to  inquire  whether  the  farmer 
gets  the  fullest  benefit  of  that  exemption. 

From  the  time  the  farm  loan  bond  is  issued  and  sold  to  the  in- 
vestor to  the  time  when, the  money  it  has  brought  in  the  market  is 
distributed  to  the  borrower  there  are  only  four  persons  who  might  - 
benefit  by  the  tax  exemption — the  bond  seller,  the  bond  investor,  the 
land  banks,  the  borrower. 

What  do  the  bond  houses  get  out  of  it?  They  make  no  lar^r 
margin  of  profit  on  tax  exempt  bonds  than  on  those  that  are  taxable. 
The  bond  nouses  are  merely  merchants.  They  buy  at  one  price. 
They  sell  at  another. 

The  Chairman.  Does  that  necessarily  follow  ?  Is  it  fair  to  assume 
that  the  buyer  will  pay  a  higher  rate  for  a  bond  that  is  nontaxable 
than  he  will  for  a  boncl  which  is  taxable,  and  if  he  does  that  a  larger 
margin  of  profit  would  be  made  on  the  sale  of  the  last-named  bond? 

J&.  Powell.  The  only  thing  I  could  answer  to  that  question  is 
tiiat  the  practices  and  the  records  will  show  that  bond  houses  make 
about  the  same  margin  of  profit  on  all  of  them.  I  think  the  records 
will  show  that  during  the  past  five  or  six  years  that  the  largest  marain 
of  profit  has  been  made  off  of  taxable  bonds  by  the  bond  houses.  But 
there  is  one  way  of  getting  at  that  so  as  to  eliminate  it  from  the  realm 
of  argument — ^get  the  record  of  sales.  It  would  be  rather  unprofitable 
for  me  to  set  up  my  opinion  in  the  matter,  for  it  would  not  be  worth 
much.  But  I  thiuK  that  is  what  you  will  find  the  record  to  be.  At 
!  least  that  is  what  the  bond  houses  tell  me. 

The  Chaibman.  Of  course,  theory  always  has  to  succumb  to  the 
'  force  of  fact,  but  if  you  are  putting  tne  proposition  on  an  argumenta- 
i  tive  basis  it  does  not  seem  to  me  that  that  would  necessarily  follow. 

Mr.  Powell.  I  know,  but  what  is  your  conception — and  this  is 
worth  talking  about  at  this  time — what  is  your  conception  of  the 
advantage  in  ouying  tax-exempt  securities? 

The  Chairman.  There  is  no  advantage  unless  the  income  of  the 
man  who  buys  a  tax-exempt  security  is  sufficiently  large  that  the 
tax-exempt  feature  becomes  a  consideration  for  him.  And,  of  course, 
there  enters  into  that  question  what  is  probably  the  controlling  con- 
sideration, the  amount  of  tax-exempt  securities  offered  in  relation  to 
the  demand  for  such  tax-exempt  securities.  Of  course,  if  the  demand 
is  large,  or  larger  than  the  supply^  the  tendency  would  be  for  the 
mamn  that  miffht  be  made  to  increase  or  decrease  accordingly. 

Mr.  Powell,  x  ^.  I  think  we  can  get  at  just  what  you  are  speak- 
ing of  here  by  taking  up  the  next  fefiow  whoprofits  or  who  might 
profit  by  handling  tax-exempt  securities.  When  you  asked  your 
question  we  had  reached  in  our  description  of  these  transactions  the 
bond  seller;  that  is,  the  bond  house.  The  next  person  who  touches 
that  bond  is  the  investor. 

What  does  the  investor  get  out  of  it?  The  small  investor  gets 
only  a  small  advantage  at  any  time.  He  takes  a  lower  rate  than  he 
otherwise  could  get.  In  normal  times  there  would  be  no  financial 
advantage  for  the  investor  other  than  the  character  and  safety  of  the 
investment,  because  the  current  commercial  rate  of  interest  is  only 
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the  rate  on  Government  loans  or  the  rate  on  the  tax-exempt  security 
plus  the  amount  of  the  tax.  The  commercial  rate  automatically  ad- 
justs itself  to  the  supply  and  demand,  starting  with  the  Govemment 
tax-exempt  rate  as  tne  base.  In  these  times  tSere  is  somewhat  of  an 
advantage  to  the  large  investor.  But  these  bonds  are  widely  dis- 
tributed. In  the  last  sale  of  joint-stock  land  bank  bonds  500  bond 
houses  participated  in  the  sale,  with  an  assignment  of  $30,000  to  a 
bond  house.  This  $30,000,  of  course,  had  to  be  sold  to  each  bond 
house  to  its  customers,  thus  insuring  a  very  wide  distribution,  and 
'  thus  showing  conclusively  that  no  considerable  amount  of  these  bonds 
is  held  by  large  investors. 

What  do  the  land  bankers  get  out  of  it?  The  distribution  of 
money  assembled  by  the  sale  of  farm  loan  bonds  is  made  to  the  bor- 
rower through  two  types  of  banks — the  Federal  land  bank  and  the 
{'oint  stock  land  bank.  Who  are  the  stockholders  of  the  Federal  land 
>anks  ?  They  are  the  borrowers.  They  own  the  banks.  In  their 
capacity  as  stockholders  in  Federal  land  banks  they  have  no  natural 
rights  that  are  denied  to  stockholders  in  the  joint  stock  land  banks. 
Wno  are  the  stockholders  in  the  joint  stock  land  banks?  Some  of 
them  are  borrowers.  They  are  not  required  to  be  borrowers,  but 
borrowers  may  be  stockholders,  and  in  manv  instances  are. 

Now,  what  do  the  stockholders  in  these  banks  get  out  of  the  tax 
exemption  ?  The  monev  is  assembled  on  a  tax-exempt  bond,  but  the 
loan  IS  made  at  a  fixed  rate.  These  joint  stock  land  banks  do  not 
operate  for  a  profit  in  the  ordinarily  accepted  sense  of  the  word. 
Their  profit  is  not  elastic.  It  is  fixed.  It  is  limited.  They  may  lend 
to  the  farmer  at  a  rate  not  to  exceed  1  per  cent  in  excess  of  the  rate 
which  the  bonds  bear.  Consequently  they  have  no  selfish  concern 
about  the  rate  of  interest,  excepting  only  that  the  rate  on  the  bonds 
shall  be  such  as  will  meet  the  market  conditions  and  sell  the  bond. 
In  other  words,  they  do  business  for  a  fee — a  fixed  charge  for  the 
service  they  perform — the  service  of  carrying  the  money  from  the 
investor  to  the  borrower.    THey  have  no  otner  source  of  income. 

The  benefits  of  the  tax  exemption  can  not  stick  to  the  fingers  of  the 
bankers.    The  law  provides  that  the  benefit  of  the  exemption  must  be 

f)assed  on  to  the  farmer.    That  provision,  as  we  have  seen,  is  in  the 
ow  rate  of  interest  at  which  these  banks  are  required  to  lend,  and 
also  in  the  limit  on  the  fee  the  banks  are  permitted  to  charge. 

Having  seen  that  the  bank  is  but  an  agency  through  which  the 
money  is  distributed  to  the  borrower,  and  having  seen  mat  the  bank- 
ers must  perform  this  service  of  carrying  the  money  from  the  in- 
vestor to  the  borrower  for  a  fixed  fee,  we  must  be  convinced  that 
the  borrower  gets  the  benefits  of  the  tax  exemption. 

It  is  quite  one  thing  to  operate  a  bank  for  profit  if  there  is  do 
limit  on  the  profit  ;^ou  can  make,  and  it  is  quite  another  thing  to  say 
that  you  are  operating  a  bank  for  profit  if  you  only  have  one  source 
of  income  and  that  is  defined  and  rigidly  fixed  by  law. 

Representative  Mnxs.  I  do  not  know  that  I  quite  get  that  state- 
ment. Suppose  a  man  is  a  stockholder  in  one  of  these  banks  and  not 
a  borrower,  would  he  get  any  profit  on  his  stock? 

Mr.  Powell.  Oh,  yes. 

Representative  Mills.  What  would  he  get? 

Mr.  Powell.  He  would  get  whatever  the  other  fellow  got,  what- 
ever the  bank  earned. 
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Bepresentative  Mills.  Is  there  any  limit  to  that? 

Mr.  Powell.  There  is  no  limit  excej)t  as  to  what  the  bank  can 
Barn.  But  the  bank  has  no  source  of  income  except  that  one,  the 
spread  of  1  per  cent,  and  the  stockholder  gets  his  proportion  of  wliat- 
jver  the  bank  earns. 

The  Chaikman.  How  many  times  is  the  capital  of  the  bank 
loaned? 

Mr.  Powell.  The  joint-stock  land  bank  may  loan  fifteen  times  its 
aipital  and  the  Federal  land  bank  may  loan  twenty  times  its  capital. 

Representative  Mills.  There  is  no  reason  why  they  should  not 
nake  a  fair  profit,  then  ? 

Mr.  Powell.  They  have  been  in  operation  now,  some  for  two 
^ears,  some  for  three  years,  and  there  is  no  bank  that  has  made  to 
ixceed  11  per  cent.  Those  that  are  paid  up  and  clear  out  of  the 
floods,  having  made  all  the  loans  they  can  make,  having  turned  their 
apital  15  times 

The  Chairman. (interposing).  The  maximum  that  a  bank  with  a 
capitalization  of  $1,000,000  could  earn  would  be  $150,000  a  year,  less 
R^hatever  the  expenses  might  be  ? 

Mr.  Powell.  Yes,  sir. 

Bepresentative  Mills.  But  the  more  cheaply  they  can  get  money 
the  more  profit  they  make? 

Mr.  Powell.  If  we  borrow  at  4^  per  cent,  we  must  loan  at  not  to 
ixceed  5^  per  cent,  because  we  are  limited  to  1  per  cent  spread, 
rhere  is  another  limit.  We  can  not  under  any  circumstances  lend 
money  to  a  farmer  at  more  than  6  per  cent.  That  is  an  arbitrary 
limit 

Representative  Mills.  And  the  borrower  profits  by  it? 

Mr.  Powell.  Yes,  sir.  The  tax  exemption  gives  that  advantage  to 
4e  borrower.  The  benefits  of  the  exemption  can  not  stick  to  the 
fingers  of  the  bond  seller  or  the  land  banker  or  anvbody  else. 

Representative  Mills.  The  net  result  is  that  the  borrower  gains, 
the  purchaser  of  the  bond  gains,  and  the  United  States  Treasury 
suffers,  and  to  that  extent  it  comes  out  of  the  common  purse? 

Mr.  Powell.  That  is  a  very  logical  statement  of  it. 

Representative  Mills.  You  are  then  favoring  two  classes  of  people 
at  the  expense  of  all  the  people? 

Mr.  Powell.  I  do  not  know  how  much  it  can  be  said  that  you  are 
favoring  the  large  investor,  because  there  is  no  way  at  this  time  to 
prove  that  the  large  investor  is  getting  it.  It  is  pretty  widely  spread 
we  know  from  our  own  sales,  and  from  the  last  sales  made  by  the 
Federal  land  bank. 

Representative  Mills.  But  they  are  profiting  pretty  largely  by  all 
tax-exempt  securities? 

Mr.  Powell.  There  is  no  doubt  about  that. 

Representative  Mills.  And  this  is  a  part  of  the  mass  of  tax- 
wempt  securities? 

Mr.  Powell.  There  is  no  attempt  to  escape  that  at  all,  except  I 
do  not  think  it  would  be  profitable  to  remove  that^  particularly  in 
'iew  of  the  fact  that  agriculture,  like  building  sanitary  cities,  is  a 
Daatter  which  is  to  be  encouraged,  not  for  the  benefit  of  the  indi- 
vidual, but  for  the  benefit  of  the  Nation. 
Representative  Mills.  Of  course,  that  would  apply  with  equal 

^orce  to  any  one  of  our  important  industries,  would  it  not? 
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Mr.  Powell.  No  ;  I  think  not,  because  your  industries  are  unques- 
tionably profitable  and  attractive.  Ag^riculture  is  only  profitable  at 
times  and  is  seldom  attractive,  as  evidenced  by  the  fact  that  the 
population  is  moving  to  the  cities,  and  that  the  poptdation  of  the 
entire  country  has  increased  16  per  cent  in  the  last  10  years  while 
agricultural  production  has  increased  less  than  one-half  of  1  per 
cent. 

Bepresentative  Mills.  So  }[ou  are  willing  to  frankly  meet  the  issue 
and  say  that  agriculture  is  in  need  of  a  Grovemment  subsidy  and 
that  a  Government  subsidy  is  justified  ? 

Mr.  Powell.  I  think  1  can  very  safelv  state  that  just  as  people 
en^ged  in  the  manufacturing  business  ask  for  a  tariff,  so  do  we  want 
this  assistance.  It  is  the  same  thing.  You  ask  the  Government  to 
pive  a  market  for  your  goods,  to  create  a  market  for  you,  and  to  do 
it  the  farmers  of  Iowa  have  been  for  26  or  60  or  76  years  voting  for 
a  protective  tariff,  because  it  makes  a  market  for  your  goods,  and 
they  say  that  the  protective  tariff  on  articles  manufactured  in  New 
England  and  in  otner  portions  of  the  country  produce  a  market  for 
the  com  and  oats  and  wheat  and  other  things  grown  in  Iowa.  You 
have  a  solid  Republican  delegation  in  the  Congress  from  Iowa  right 
now  elected  on  that  argument.  So  I  think  we  can  safely  rest  our  case 
on  that  proposition — mat  agriculture 'is  entitled  to  it  the  same  as  you 
fellows  are  entitled  to  it. 

Bepresentative  Miixs.  Entitled  to  a  subsidy? 

Mr.  Powell.  Yes ;  it  is  the  same  thing.  It  is  a  little  different,  but 
it  is  the  same  idea. 

The  Chairman.  Suppose  it  were  ^ssible  for  Congress  to  remove 
the  tax  requirements  irom  all  securities? 

Mr.  Powell.  We  would  not  need  it  at  all.  If  it  were  not  for  the 
special  market  created  by  other  tax-free  securities  it  would  not  be 
necessary  for  us  to  have  tax  exemption.  The  thing  that  controls  the 
interest  rate  is  the  big  special  market  which  absorbs  from  fifteen  to 
twenty  billions  of  the  country's  money.  That  is  the  thing  that  con- 
trols the  interest  rate,  and  everything  outside  of  that  special  mark^ 
has  to  pay  a  higher  rate.  To  get  the  low  rate  we  have  to  get  out  a 
security  that  can  enter  that  special  market.  If  you  abolish  entirely 
the  special  market,  we  do  not  need  tax  exemption  at  all. 

Representative  Ten  Eyck.  In  other  words,  the  value  of  the  secur- 
ity would  stand  upon  its  own  base? 

Mr.  Powell.  Absolutely.  But  you  have  got  a  condition  and  no* 
a  theory.  You  have  a  practical  fact  that  the  interest  rates  are  estab- 
lished absolutely  by  the  volume  of  tax-free  securities. 

Representative  Ten  Eyck.  Is  it  your  idea  that  we  would  all  be 
better  off  if  we  had  no  tax-exempt  securities? 

Mr.  Powell.  They  do  not  have  any  tax-exempt  securities  in  Eu- 
rope. Hardly  any  nation  over  there  has  them.  Of  course  tax 
exemption  is  a  nice  thing  to  think  about  in  this  way :  In  this  country 
we  wanted  to  put  in  sewers  and  wanted  to  provide  a  pure  water  sup- 
ply. Why?  Because  through  the  thousands  and  thousands  of  years 
of  plague  and  disease  that  have  almost  wiped  the  face  of  the  earth 
clean  of  humanity  we  learned  that  you  have  got  to  care  for  the 
sewage;  that  you  have  got  to  protect  your  water  supply.  When  we 
came  to  do^  that  we  found  it  took  a  lot  of  money.  It  could  not  be 
done  individually;  it  had  to  be  done  collectively.    So  some  people 
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aid:  "We  must  have  a  bond  issue."  Others  said:  "The  public  can 
tot  be  induced  to  issue  such  a  large  amount  of  bonds.  The  public 
dll  not  go  in  debt  so  deeply."  Then  it  was  suggested  that  the  oonds 
rould  have  to  be  exempt  from  taxation,  so  we  could  coax  the  people 
ito  spending  the  money  and  into  going  into  debt.  For  what  ?  For 
be  protection  of  the  health  of  all  the  people. 

Now,  then,  when  you  had  gone  into  that  business  it  was  very  easy 
}  go  one  step  further  and  say,  **  We  will  extend  the  principle  so  as 
)  include  lignts ;  we  will  make  it  apply  also  to  paving."  It  was  very 
ttural  that  after  you  created  a  special  market  of  that  kind  every- 
ody  wanted  to  come  into  it.  Now,  there  is  the  same  excuse  for  ^v- 
Qg  agriculture  access  to  that  special  market  as  there  was  for  putting 
be  sewers  and  water  supply  into  it.  It  has  that  feature  in  it.  Foqq 
I  just  as  necessary  as  water.  A  food  supplv  is  a  matter  of  pubuc 
oncem,  just  as  is  a  supply  of  pure  water.  The  issuance  of  tax-free 
onds  to  insure  ample  food  has  the  same  warrant  as  the  issue  of 
aX'free  bonds  to  insure  pure  water  supply. 

Representative  Mills.  TTntil  it  reaches  the  point  where  the  whole 
king  ought  to  be  abolished  and  must  be  abolished. 

Mr.  Powell.  Yes.  But  at  the  same  time  this  is  a  fine  thing  to 
hink  about :  If  you  are  going  to  abolish  it  you  ought  to  start  with 
he  97J  per  cent,  and  not  with  the  2^  per  cent.  The  proposal  has 
ieen  made,  and  has  been  defeated  in  the  Senate  committee — it  has 
iever  gained  any  headway  to  amount  to  anjiihing  in  the  House — 
hat  they  take  the  tax  exemption  off  the  joint-stock  land-bank  bonds. 
To  do  that  would  be  to  take  the  tax  exemption  off  less  than  i  of  one 
^r  cent  on  your  entire  volume  of  tax-free  securities.  What  would 
that  do  for  revenue?    It  would  not  do  anything  at  all  for  revenue. 

The  Chairman.  It  would  do  something  for  the  joint  land  banks 


Mr.  Powell.  Oh,  it  would  put  us  out  of  business ;  that  is,  if  we 
itill  had  to  lend  at  6  per  cent.  If  vou  take  the  interest  rate  off,  then 
ire  become  an  old-style  mortgage  bank  and  we  go  out  and  harpoon 
ri^t  and  left  wherever,  whenever,  and  whoever  we  can.  At  this 
point  it  may  not  be  out  of  place  to  remind  the  commission  that  there 
Be^er  was  heard  any  protest,  there  never  was  seen  any  propaganda 
against  tax-free  securities  until  the  farmers  began  to  make  use  of 
them. 

Representative  Ten  Eyck.  It  is  your  idea  that  these  bonds  should 
^ain  tax  exempt  until  a  general  policy  is  established  doing  away 
with  the  exemption  of  other  bonds? 

Mr.  PowEix.  That  is  exactly  the  idea. 

There  is  a  veritable  mountain  of  facts  coiicerning  the  interest  rates 
which  the  farmer  has  paid  for  his  money.  Interest  rates  on  farm 
^rtgages  throughout  the  years  prior  to  1916  varied  all  the  way 
from  4J  to  5  per  cent  as  the  minimum  to  10, 12.  and  15  per  cent  as  the 
maximum,  the  low  rates  prevailing  in  the  old.  settled  communities, 
the  high  rates  applying  in  the  new  communities.  When  the  farm 
loan  act  began  to  operate  interest  rates  were  stabilized  throughout 
the  United  States.  Men  who  had  paid  10  and  12  per  cent  in  Mon- 
ona and  Texas  secured  loans  under  the  farm  loan  act  at  5 J  and  6 
per  cent. 

Pour  hundred  and  thirty-five  millions  of  dollars  have  been  sup- 
plied to  fanners  in  four  years  by  the  banks  of  the  farm-loan  sys- 
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tern.  It  has  been  estimated  that  the  farmers  of  America  have  saved 
from  thirty-five  to  forty  miUions  of  dollars  in  interest  and  commis- 
sions and  that  every  farmer,  no  matter  of  whom  he  has  borrowed, 
has  received  a  part  of  the  benefit  of  this  tax  exemption,  because  all 
money  lenders  have  had  to  meet  the  competition  of  the  land  banks. 

Clearly,  if  there  are  benefits  for  agriculture  under  this  plant  of 
rural  credits  based  upon  the  tax  exemption,  the  concern  of  Con- 
gress should  be  to  preserve  these  benefits.  If  it  were  shown  that 
the  land  banks  were  getting  the  benefits  which  should  go  to  the 
farmer,  the  remedy  would  not  be  to  destroy  the  banks.  That  would 
deprive  the  farmer  of  the  benefits,  for  all  understand  that  there  must 
be  some  distributing  agency. 

,If  it  is  proposed  to  reverse  the  Government's  policy  regarding 
rural  credits  and  to  deprive  agriculture  of  the  right  to  assemble 
funds  on  tax-exempt  securities,  what  is  to  be  gained? 

Is  it  revenue? 

There  are  only  about  $4,000,000,000  of  farm  mortgages  in  the 
United  States,  which,  according  to  the  best  authorities,  are  held  as 
follows  : 

Insurance  companies $1, 100, 000, 00i» 

Savings  banks,  State  banks,  trust  companies,  and  commercial 

banks 1,000.000.00) 

Eleemosynary  institutions 400,000.000 

Local  loans 1,250,000.000 

All  other 250,000,00») 

Total 4,000,000.000 

Without  exact  knowledge  as  to  where  the  bonds  of  the  farm  loan 
svstem  are  held  and  without  exact  information  as  to  the  income  of 
the  men  holding  them  it  is  impossible  to  estimate  with  any  accuracy 
what  revenue  these  bonds  would  produce  if  taxed. 

Evidence  is  not  wanting,  however,  that  these  bonds  are  widely 
distributed.  In  the  last  offering  of  Federal  land  bank  bonds  approxi- 
mately 500  bond  houses  participated  in  the  sale.  This  surely  indicates 
a  wide  distribution.  In  the  last  sale  of  joint  stock  land  bank  bonds 
more  than  500  bond  houses  participated  with  assignments  of  about 
$30,000  worth  of  bonds  to  each  bond  house.  This  also  indicates  a 
wide  distribution.  The  names  of  the  purchasers  of  these  bonds  are 
held  by  the  bond  houses  and  are  not  accessible  to  either  the  land  banks 
or  the  public. 

If  any  considerable  number  of  these  bonds  is  held  by  men  of  small 
incomes,  as  it  seems  fair  to  assume  is  the  case,  the  revenue  to  be  de- 
rived from  taxing  these  bonds  would  be  less  than  if  they  were  held 
by  men  of  extremely  large  incomes. 

There  has  been  a  proposal  made  to  tax  the  bonds  of  joint  stock 
land  banks.  The  argument  presented  in  support  of  this  proposal  is 
that  they  are  privately  owned  institutions  reaping  a  benefit  from 
issuing  tax-free  securities  and  depriving  the  Government  of  revenue 
at  a  time  when  revenue  is  extremely  difficult  to  obtain.  We  need  not 
further  consider  the  statement  that  these  banks  benefit  from  the  tax 
exemption,  for  we  have  seen  that  the  benefits  are  passed  on  to  the 
borrower.  However,  it  may  be  worth  while  to  inquire  about  the  mat- 
ter of  revenue. 

Prof.  Putnam,  of  Washington  University,  located  in  St.  Louis, 
has  been  quoted  as  saying  that  the  Federal  tax  on  each  billion 
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dollars'  worth  of  tax-exempt  securities  would  be  $8,820,000.  If  this 
is  correct,  the  amount  of  revenue  to  be  derived  from  taxing  joint- 
stock  land-bank  bonds  now  outstanding,  $78,000,000,  would  be 
negligible.  And  if  the  time  should  come  when  the  joint-stock  land 
banks  had  outstanding  in  future  issues  $250,000,000  of  bonds,  the 
revenue  to  be  derived  irom  their  taxation  at  the  present  rate  would 
be  but  $2,000,000. 

If  the  surtax  should  be  reduced,  as  is  recommended  by  the  Sec- 
retary of  the  Treasury,  from  65  to  40  per  cent,  the  revenue  to  be  de- 
rived from  joint-stock  land-bank  bonds  would  be  reduced  to  an 
amount  slightly  in  excess  of  $1,000,000,   . 

When  we  recall  that  from  ten  to  twenty  billions  of  tax-exempt 
securities  are  now  outstanding  the  inquiry  suggests  itself :  Why  strain 
at  a  gnat  and  swallow  a  camel  ?  Why  remove  the  tax  exemption  in 
the  very  quarter  where  it  is  doing  the  most  good  ?  Why  remove  it  in 
these  abnormal  times  before  there  has  been  opportunity  to  give  the 
plan  a  fair  test?  Why  of  all  times  do  it  now  when  agricidture  is 
crippled  and  least  able  to  stand  this  blow  ? 

To  tax  joint-stock  land  banks  would  mean  only  that  Congress 
would  be  compelled  to  increase  the  limit  of  the  maximum  loan  of 
Federal  land  banks,  for  if  joint-stock  land  banks  are  killed  and  the 
maximimi  loan  of  Federal  land  banks  were  not  increased,  the  most 
energetic  and  efficient  farmers  in  America  would  be  injured,  pro- 
duction would  be  crippled — the  very  men  who  produce  the  com- 
mercial surplus  would  be  denied  access  to  the  credit  afforded  by  the 
i&rm  loan  system. 

On  the  other  hand,  if  the  maximum  loan  of  the  Federal  land  banks 
is  increased  to  $25,000,  what  effect  can  it  possiblv  have  upon  the 
revenues  of  the  Government  to  kill  the  joint-stock  land  banks? 

The*  Chaikman.  Are  you  §oing  to  give  us  any  figures  showing  the 
uaount  of  loans  made  by  joint-j^ock  land  banks  and  the  amount  of 
loans  made  by  the  farm  loan  associations  ? 

Mr.  PowBLL.  I  have  those  figures  right  here. 

Since  July,  1916,' when  the  farm  loan  act  was  passed,  loans  have 
been  made  by  the  banks  authorized  and  created  by  this  law  to  a  total 
of  140,962  farmers,  with  the  total  amount  of  th^  loans  amounting 
to  $455^,061. 

Kepresentative  Mnxs.  Are  those  all  joint-stock  banks? 

Mr.  Powell.  Those  are  both  joint  stock  and  Federal  land  banks. 

The  total  numbw  of  loans  made  by  the  Federal  land  banks— so- 
called  cooperative  banks — up  to  May  31,  1921,  was  132,531,  and  the 
total  amount  of  Federal  land  bank  loans  was  $373,258,390.  ITp  to  the 
same  date  the  joint-stodc  land  banks  had  made  loans  to  8,431  farmers, 
the  total  amount  of  the  loans  being  $82,043,671. 

The  Chairman.  Well,  the  situation  has  reversed  itself  from  what 
it  was  originally,  has  it  not! 

Mr.  Powell.  No. 

The  Chairman.  I  was  under  the  impression  that  originally  the 
amount  of  loans  made  by  the  joint-stock  land  banks  was  apparently 
larger  than  the  loans  made  through  the  Federal  land  banks. 

Mr.  Powell.  No;  the  individual  loan  is  relatively  larger.  Our 
loans  average  around  $9,000 ;  theirs  average  around  $2,700  to  $3,000. 

Representative  Ten  Etck.  Are  you  limited  as  regards  the  amouBt 
;o\i  can  loan  on  any  particular  piece  of  prop^ty  t 
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Mr.  Powell.  We  are  limited  by  a  ruling  of  the  Farm  Loan  Board 
which  ruling  may  be  changed  at  aiiy  time  to  meet  a  new  condition. 
We  are  limited  now  to  $100  an  acre.  That  is  the  mopt  we  can  loan, 
no  matter  if  the  land  is  worth  $1,000  an  acre. 

Kepresentative  Ten  Eyck.  But  you  can  make  an  individual  loan 
in  excess  of  $10,000? 

Mr.  Powell.  Oh,  yes ;  up  to  15  per  cent  of  our  capital.  We  can 
not  make  a  loan  beyond  $37,500,  unless  we  increase  the  capital  stock 
of  our  bank  or  the  bank  has  already  a  larger  capitalization.  Then 
there  is  an  arbitrary  limit  so  that  no  bank  under  any  condition  can 
lend  more  than  $50,000  to  one  individual.  But  most  of  the  banks  are 
organized  with  $250,000  capital^  and  may  not  lend  more  than  15  per 
cent  of  their  capital  to  a  single  individual. 

Representative  T^n  Eyck.  That  is  the  reason  why  your  loans  are 
larger  than  the  average  of  the  Federal  land  bank  loans? 

Mr.  Powell.  Yes — well,  because  we  are  permitted  to  do  it;  and 
our  loans  are  larger,  too,  because  the  Federal  land  bank  is  not  per- 
mitted to  make  large  loans,  and  the  fellows  who  need  the  larger 
loans,  not  being  able  to  get  the  accommodation  they  require  at  the 
Federal  land  bank,  ccTme  over  to  our  bank  and  get  them.  We  might 
have  made  more  of  the  smaller  ones  except  for  the  fact  that  there 
were  more  of  the  larger  ones  than  we  could  handle. 

Representative  Ten  Etck.  Is  there  any  difference  in  the  profits  on 
your  small  loans  and  on  your  large  loans? 

Mr.  Powell.  Oh,  there  is  a  difference  there,  certainly.  It  takes 
the  same  amount  of  overhead  to  carry  a  small  loan  as  it  does  to  carry 
a  large  one.  There  is  the  same  amount  of  bookkeeping,  the  same 
amount  of  inspection,  and  all  that  sort  of  thing. 

Representative  Ten  Ttck.  So  it  is  not  a  detriment  to  you  to  have 
your  average  larger? 

Mr.  Powell.  Oh,  indeed  not.  If  the  Federal  land  banks  were 
operated  as  profit-earning  concerns  and  were  permitted  to  escape  the 
small  loans  altogether  I  think  they  would  do  it  as  a  matter  of  econ- 
omy. I  think  any  experienced  mortgage  man  will  tell  you  that  if 
he  nas  an  application  for  a  small  loan — ^$1,000  or  $2,000— he  does  not 
make  any  haste  to  go  out  and  examine  the  land ;  he  waits  until  he  has 
half  a  dozen  applications  from  the  same  community,  so  he  can  make 
the  same  overhead  expense  cover  the  inspection  of  two  or  three 
applications. 

Representative  Ten  Etck.  Who  pays  for  searching  the  title  and 
for  other  information  along  that  line? 

Mr.  Powell.  All  the  expense  in  connection  with  the  preparation  of 
the  record  for  the  loan — that  is,  the  title  and  all  that  sort  of  thing- 
is  paid  by  the  borrower,  in  both  banks,  both  the  Federal  land  banks 
and  the  joint-stock  land  banks.  But  there  is  no  commission  that  may 
be  charged  by  either  of  the  banks  and  nothing  that  can  be,  in  effect,  a 
commission.    There  is  no  way  in  which  that  can  be  circumvented. 

Representative  Ten  Etck.  Have  you  a  definite  charge  for  this 
search?  Have  you  men  who  do  this  for  a  certain  amount,  or  do 
they  have  their  own  lawyers,  and  are  you  subject  to  a  charge  as  re- 
gards the  use  of  their  attorneys  to  make  that  search? 

Mr.  Powell.  Here  is  the  way  that  thing  is  usually  done :  The  ap- 
praiser, who  is  under  the  dir^  control  of  the  Federal  land  bank, 
makes  all  the  appraisals  for  both  the  joint-stock  land  banks  and  the 
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Federal  land  banks.  His  expenses  for  going  oat  in  the  country  to 
see  a  piece  of  land,  his  time  and  expense  for  going  to  the  courthouse 
and  examining  the  title,  and  that  sort  of  thing,  examining  the  record 
of  sales  in  the  county,  and  everything^ that  goes  into  an  appraisal,  is 
charged  up  to  the  borrower  himself.  In  the  case  of  a  farm  loan  asso- 
ciation, they  conduct  their  own  investigation,  I  think,  because  they 
know  the  land,  the  loan  is  made  in  territory  that  they  know,  and 
their  findings  are  given  to  the  Federal  appraiser,  who  checks  them 
ap  or  makes  an  independent  investi^tion. 

In  the  case  of  the  joint-stock  landl)anks  we  not  only  have  the  Fed- 
eral appraiser  but  we  uge  another  appraiser  of  our  own  to  check  him. 
The  reason  we  do  that  is  not  necessarily  because  we  are  afraid  of  the 
Federal  appraiser  but  we  have  our  own  monev  at  risk,  with  double 
Iiab!^fly  on  all  the  stock,  and  we  would  not  like  to  get  bit  on  a  bad 
loan.    So  we  are  very  careful  about  it. 

Representative  Ten  Etck.  I  understand  all  that,  but  my  question 
was  as  regards  the  man  who  passes  upon  the  title  to  the  property. 
Does  your  appraiser  do  that  also,  or  is  that  passed  upon  by  another 
attorney  t  Of  course,  it  is  necessary  that  you  know  the  title  lies  in 
the  man  who  is  borrowing  the  money. 

Mr.  Powell.  That  happens  to  be  a  part  of  the  proceeding  with 
which  I  am  not  personally  familiar,  but  I  believe  that  matter  is  all 
<M)nducted  by  the  appraisers  and  the  examining  attorneys  of  the 
Federal  land  bank.    I  may  be  mistaken,  however,  as  to  that. 

fiepresentative  Ten  Exck.  But  there  is,  of  course,  a  chance  that 
the  farmer  or  the  borrower  could  be  gou^d  somewhat? 

Mr.  Powell.  Oh,  yes ;  if  he  employed  independently  his  own  attor- 
neys. 

Kepresentative  Ten  Etck.  Because  the  attorney  is  not  like  the 
one-price  shoe  man;  he  charges  what  he  thinks  his  services  are 
worth? 

Mr.  PowBM-.  Yes ;  but  I  think  that  thing  is  done  entirely  by  the 
Federal  appraiser  and  title  examiners,  and  I  think  that  charge  is 
made  through  the  Federal  land  bank,  and  is  made  through  the  Fed- 
eral Farm  Loan  Board,  and  is  standardized,  so  to  speak.  In  other 
words,  the  attorney  who  does  this  work  is  appointed  by,  and  his 
charges  regulated  by,  the  general  attorneys  for  the  land  bank  district. 

If  you  have  a  copy  of  the  law  here,  I  think  you  will  find  all  that 
is  specified  in  the  law. 

Representative  Ten  Etck.  I  never  understood  that,  and  that  is 
what  I  want  to  get  at 

Mr.  Powell.  You  have  a  copy  of  the  law  here,  have  you  ? 

The  Chairman.  Yes.  The  abstract  of  title  is  required  to  be  fur- 
nished by  the  applicant,  and  is  examined  by  the  legal  department  of 
the  land  bank. 

Here  is  something  about  fees.    I  will  see  what  it  says. 

Kepresentative  Ten  Etck.  In  the  case  of  savings  banks,  they 
have  their  own  attorneys  to  examine  titles,  but  the  borrower  pays  it. 

The  Chaibbian.  It  is  stated  here  that  the  expenses  of  the  land 
banks  consists  of  the  expense  of  making  appraisals  of  land  and  ex- 
amining the  title.  To  cover  this  cost,  land  banks  are  authorized 
tinder  the  act  to  charge  reasonable  fees,  not  exceeding  the  actual  cost. 
These  fees  are,  however,  considerably  less  than  the  cost  of  the  serv- 
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ice,  and  the  different  fees  are  applied  to  the  earnings  of  the  land 
bank. 

Mr.  Powell.  There  you  have  it 

Representative  T^n  Eyck.  That  does  not  cover  the  amount  of  the 
attorneys'  fees,  as  I  understand  it 

The  Chairman.  He  would  have  to  pay  whatever  the  lawyer's  fee 
is;  that  would  be  so  in  any  event. 

Mr.  Powell.  But  the  general  practice  is  that  it  is  all  governed 
by  the  legal  department  of  the  Federal  land  bank.  They  examine 
the  title,  and  that  work  is  delegated  to  the  appraiser,  who  is  often 
a  lawyer  as  well  as  a  man  with  a  knowledge  of  land.  Often  he  is 
lawyer  enough  to  go  through  that  thing  and  operate  under  the  rules 
that  they  lay  down  for  him  and  make  a  good  examination  of  title. 
If  he  is  not,  then  an  examining  attorney  is  appointed  by  tlii^Rgal 
department  of  the  Federal  land  bank. 

Kepresentative  Ten  Etck.  The  whole  thing  is  surrounded  by 
caution  and  good  judgment,  to  save  expense  to  the  borrower 

Mr.  Powell.  Yes. 

Representative  Ten  Eyck.  With  this  one  exception,  that  there  is 
no  specified  maximum  amount  as  regards  the  cost  of  searching  the 
title  and  issuing  of  the  abstract? 

Mr.  Powell.  No. 

Representative  Ten  Etck.  So  there  is  a  chance  that  there  might  be 
a  considerable  leakage? 

Mr.  Powell.  I  grant  you  that  But  do  you  not  think  the  probability 
of  it  is  very  slight  when  you  consider  that  it  is  done  by  tne  Fed»al 
land  bank,  which  is  under  the  direction  of  the  Farm  Loan  Board,  a 
bureau  of  the  Treasury  Department  of  the  United  States  Govern- 
ment? 

Representative  Ten  Etck.  The  law  says  that  the  borrower  shall 
furnish  the  abstract.  You  approve  the  abstract,  however,  and  sec 
that  it  is  all  right.  I  am  not  prepared  to  make  any  recommendations 
on  it,  however,  but  it  was  one  thing  that  I  did  not  altogether 
understand. 

Mr.  Powell.  The  difficulty  between  you  and  me  was  that  I  was  at 
first  talking  about  the  appraisal  and  you  were  talking  about  the  fur- 
nishing of  the  abstract.  As  I  understand  it,  you  can  not  get  an 
abstract  without  paying  for  it,  anyhow. 

The  Chairman.  When  a  man  buys  a  piece  of  land  he  generally 
buys  the  abstract  with  it  up  to  the  time  he  gets  it,  and  the  only  ex- 
pense is  that  of  the  transfers  he  has  made  in  the  form  of  mortga^ 
or  tax  deeds  that  have  been  put  on  the  land,  and  the  necessary  certifi- 
cates of  title.  That  is  not  very  much,  and  there  is  not  very  much 
opportunity  for  any  gouging.  Of  course,  as  I  said^  if  a  man  has  a 
defective  title  and  has  to  employ  a  lawyer  to  clear  it  up  there  is  no 
way  of  regulating  the  lawyer's  fee  for  doing  it  that  I  know  of. 

Kepresentative  Ten  Eyck.  They  do  on  pensions.  No  matter  how 
much  a  lawyer  works  in  a  pension  case  he  is  limited  to  a  fee  of  some- 
thing like  $10.    I  am  not  advocating  that. 

Mr.  Powell.  The  total  number  of  farm  loan  bonds  authorized  on 
May  31,  1921,  was  $448,997,235.  Of  this  amount  $872,853,736  were 
Federal  land  bank  bonds,  while  $76,143,500  were  joint  stock  land 
bank  bonds.  Not  all  of  these  bonds  have  been  sold.  The  amount  iDf 
outstanding  bonds  is  in  each  case  slightly  less  than  the  amount  au- 
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thorized..  The  amount  of  outstanding  Federal  land  bank  bonds  is 
$372,141,838.75,  according  to  the  regmar  monthly  statement  issued 
by  the  Farm  Loan  Board  as  of  date,  May  31,  1921.  The  amount  of 
outstanding  joint  sto<^  land  bonds,  as  shown  by  the  same  statement, 
is  $61,516,899. 

The  amount  of  Federal  land  bank  bonds  held  by  the  United  States 
Treasury  was  on  May  31, 1921,  $183,035,000;  and  the  amount  of  Fed- 
eral land  bank  bonds  which  had  been  sold  to  the  public  up  to  that 
date  was  $189,106,838.75. 

The  United  States  Treasury  holds  none  of  the  bonds  of  the  joint 
stock  land  banks.  The  entire  61,000,000  outstanding  was  sold  to  the 
investing  public. 

According  to  the  1920  census,  the  total  farm  mortgage  debt  of  the 
United  States  was  $4,012,716,213.  The  total  loans  made  through 
the  farm  loan  system,  made  by  both  Federal  and  joint  stock  banks, 
amounted  to  $456,302,061,  or  11.34  per  cent,  of  the  total  farm  mort- 
gage debt  of  the  United  States. 

While  the  volume  of  business  done  by  the  banks  of  the  Federal 
farm  loan  system,  as  we  have  seen,  amounts  only  to  11.34  per  cent, 
nevertheless  these  loans  made  at  a  low  rate  of  interest  and  without 
oonunissions  have  had  a  very  noticeable  influence  upon  the  interest 
rates  of  all  farm  loans. 

In  1916,  as  we  have  seen,  interest  rates  varied  all  the  way  from  4J 
to  5  per  cent  as  the  minimum  to  10,  12,  and  15  per  cent  as  the  maxi- 
mum, the  low  rates  prevailing  in  the  old,*  settled  communities,  the 
high  rates  applying  in  the  new,  sparsely  settled  communities.  The 
influence  of  the  loans  made  by  the  banks  of  the  farm  loan  system 
was  to  stabilize  interest  rates  on  farm  loans  throughout  the  entire 
country.  In  Montana  and  Texas  where  rates  had  been  10  and  12  per 
cent,  farmers  were  able  to  get  money  at  5^  and  6  per  cent  through  the 
farm  loan  system,  and  the  rates  charged  by  commercial  concerns 
dropped  considerably.  Every  farmer,  no  matter  of  whom  he  bor- 
rowed, was  benefited  by  the  farm  loan  system,  because  all  money 
lenders  had  to  meet,  in  a  measure,  the  competition  of  the  land  banks. 

We  got  the  "  reverse  English  "  on  this  proposition  when  the  banks 
of  the  tarm  loan  system  were  compelled  to  suspend  operations  owing 
to  a  suit  in  the  courts  to  test  the  constitutionality  of  the  act.  As  soon 
as  the  land  banks  ceased  to  lend  at  the  low  rates,  the  old-style  mort^ 
gage  brokers  returned  at  once  to  the  high  rates  which  had  obtained  be- 
lore  the  passage  of  the  farm  loan  act  and  returned  also  to  the  system 
of  charging  exorbitant  commissions.  And  these  conditions  obtain  at 
the  present  time,  though  somewhat  worse,  both  as  to  interest  and  as  to 
commissions,  than  they  were  prior  to  1916. 

While  no  statistics  have  been  compiled,  and  therefore  no  definite 
figures  are  available,  it  must  be  evident  to  all  that  by  making  large 
and  full  use  of  the  Federal  farm  loan  system  the  farmer  can  secure 
also  a  considerable  degree  of  permanent  and  fundamental  relief  in 
the  matter  of  short-time  credits. 

Those  who  borrow  of  the  land  banks  are  given  33  to  36  years  in 
which  to  repay  the  principal.  The  loans  are  made  on  the  amortiza- 
tion plan,  and  the  annual  or  semiannual  payments  are  small,  amount- 
ing to  oiJy  1  per  cent  of  the  face  of  the  loan.  The  rate  of  interest 
is  low.  Tlie  rate  can  not  exceed  6  per  cent,  but  if  interest  rates  in 
general  should  be  reduced,  the  borrower  has  the  privilege  and  the 
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right  to  pa}'  off  his  loan  negotiated  at  the  higher  rate  of  interest,  and 
to  refund  it  at  whatever  low  rate  of  interest  may  prevail  at  any  time 
after  the  fifth  year. 

By  these  generous  provisions  many  of  the  irksome  conditions 
which  hitherto  have  accompanied  the  making  of  loans  on  land  mort- 
gages have  been  removed.  The  farmer  who  makes  a  long-term 
amortized  loan  is  in  a  much  more  comfortable  position  than  if  he  had 
made  a  loan  running  three  to  five  years.  He  Knows  that  he  can  meet 
at  each  interest-paying  period  the  small  additional  payment  reauired 
as  an  installment  to  be  paid  on  the  principal.  And  he  knows  that  if 
he  meets  these  small  annual  or  semiannual  payments  he  is  in  no  dan- 
ger of  a  foreclosure. 

The  money  for  the  long-term  loans  is  supplied  from  the  whole- 
sale monej  markets  in  the  great  commercial  centers.  In  other  words, 
it  is  outside  money  which  has  come  in  to  carry  the  farm-mortgage 
loans.  The  local  banks  are  relieved  from  the  burden  of  carrying  the 
long-time  indebtedness,  and  conse<}uently  a  larger  proportion  ox  the 
local  funds  are  available  from  which  to  make  snort-term  loans  than 
would  have  been  available  had  not  these  long-time  loans  been  cared 
for  by  outside  capital. 

In  a  word,  much  local  money  which  under  ordinary  circumstances 
would  -be  invested  in  farm  mortgages  becomes  at  once  available  for 
short-term  loans. 

One  of  the  difficulties  in  financing  agriculture  has  been  the  in- 
ability of  the  local  banks  to  supply  adequate  funds.  Heretofore 
they  nave  been  called  upon  to  find  money  to  lend  on  farm  mort- 
gages Quite  as  well  as  to  find  the  money  with  which  to  buy  live  stock 
or  macninery,  or  with  which  to  erect  buildings.  The  ability  to  sup- 
ply ample  funds  for  short-time  loans  for  use  in  productive  operations 
has  been  limited  automatically  by  the  amount  of  local  money  avail- 
able for  all  purposes. 

Take  the  State  of  Iowa :  In  the  three  years  the  farm  loan  syst^ 
functioned  before  it  was  held  up  by  a  suit  in  the  Supreme  Court 
the  farmers  of  Iowa  borrowed  $47,000,000  of  the  banks  operating 
under  the  farm  loan  act.  This  means  that  Iowa  farmers  secured 
$47,000,000  under  the  conditions  which  gave  the  borrowers  33  to  35 
years  in  which  to  pay  off  their  debt.  To  be  sure,  a  part  of  this  sum 
was  devoted  to  the  refinancing  of  old  indebtedness  lormerly  carried 
on  mortgages  given  to  life  insurance  companies  or  to  great  estates  or 
savings  banks  engaged  in  the  practice  of  lending  money  on  land 
mortgages. 

However,  a  considerable  portion  was  devoted  to  the  refinancing  ol 
loans  that  were  made  bv  farmer  to  farmer,  by  father  to  son,  or  by 
seller  to  buyer.  These  old  loans  made  between  local  parties  often  in- 
volved only  a  small  amount  of  actual  cash,  the  seller  accepting  a 
part  payment — often  a  small  pavment — and  taldng  a  note  and  a  mort- 
gage for  the  remainder.  Under  the  new  plan  the  seller  gets  his 
money  because  the  same  is  advanced  by  a  joint  stock  land  bank  or  a 
Federal  land  bank,  and  this  money  so  advanced  he  can  put  into  his 
local  bank  or  lend  out  on  notes  secured  by  chattel  mortgages,  or 
jx>ssibly  on  notes  given  by  men  whose  credit  is  such  as  not  to  reauire 
a  chattel  mortgage.  In  other  words,  if  the  farmer  will  borrow  or  the 
farm  loan  sy^em  instead  of  borrowing  of  his  neighbor,  he  will  be 
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In  position  to  get  short-term  credit  at  his  local  bank  because  the 
banK  will  have  the  money  to  lend  him  when  he  needs  it.  The  re- 
financing of  the  farm-mortgage  loans  on  the  long-term  plan  does 
materiaUy  increase  the  amount  of  local  capital  available  for  the 
•ordinary  local  purposes  of  local  banking. 

With  more  local  money  available,  the  banker  is  more  nearly  able 
to  supply  the  needs  of  all  the  borrowers  of  good  credit  who  apply 
to  him. 

Much  of  the  criticism  which  has  been  directed  at  the  joint  land 
banks  is  based  upon  the  supposition  that  these  particular  institutions 
operating  under  the  farm  loan  act  may  lend  money  for  any  purpose. 
This  is  not  true  in  fact.  It  is  not  true  in  practice.  It  simply  can't 
be  done.  However,  the  criticism  has  a  perfectly  just  foundation. 
There  is  nothing  in  the  law,  excepting  the  title  to  the  act,  to  pre- 
vent joint  stock  land  banks  from  lending  money  for  any  purpose. 
In  fact,  the  law  specifically  exempts  them  from  the  restrictions  on 
mortgage  loans  which  apply  to  loans  made  by  Federal  land  banks 
as  provided  in  the  first,  fourth,  sixth,  seventh,  and  tenth  subsections 
of  section  12  of  the  act.  The  fourth  subsection  referred  to  specifies 
the  purposes  for  which  loans  may  be  made  and  says  that  loans  shall 
not  be  made  for  any  other  purposes.  The  purposes  so  enuflierated 
are: 

(o)  To  provide  for  the  purchase  of  land  f6r  agricultural  uses. 

(6)  To  provide  for  the  purchase  of  equipment,  fertiUzers,  and  live  stoclc 
neceesary  for  the  proper  and  reasonable  operation  of  the  mortgaged  farm ;  the 
term  "  equipment "  to  be  defined  by  the  Federal  Farm  Loan  Board. 

(c)  To  provide  buildings  and  for  the  improvement  of  farm  lands;  the 
term  "  improvement "  to  be  defined  by  the  Federal  Farm  Loan  Board. 

(d)  To  liquidate  indebtedness  of  the  owner  of  the  land  morta gaged  incurred 
for  agricultural  purposes,  or  incurred  prior  to  the  organization  of  the  first 
farm  loan  association  established  in  and  for  the  county  in  which  the  land 
is  situated. 

However,  despite  the  fact  that  the  law  does  not  restrict  the  joint- 
5tock  land  banks  as  to  the  purposes  for  which  they  may  make  loans, 
the  Farm  Loan  Board  very  early  in  the  history  of  the  system  made 
a  very  just  and  proper  ruling  that  loans  must  be  made  only  for 
-agricultural  purposes,  and  the  board  in  notifying  the  banks  of  this 
ruling  announced  that  it  would  not  authorize  the  issuance  of  bonds 
for  loans  made  for  any  other  than  agricultural  purposes. 

The  board  has  rigidly  enforced  this  rule,  and  the  joint-stock  land 
Thanks  have  lived  up  to  the  rule  rigidly.  So  we  see  that  joint-stock 
land  banks  can  not  lend  money  for  any  other  than  agricultural 
purposes. 

However,  the  law,  in  our  opinion,  should  be  so  amended  as  to 
remove  all  doubt  as  to  the  purpose  of  the  loans  made  by  these  insti- 
tutions, and  thus  clear  the  atmosphere  of  all  criticism  on  this  point. 
The  joint-stock  land  banks  ask  that  such  an  amendment  be  made  to 
the  l^w. 

Representative  Ten  Etck.  There  is  one  other  question,  Mr.  Chair- 
man, that  I  would  like  to  ask.  It  has  been  suggested  here  previously 
that  there  is  a  necessity  of  extending  the  natural  duration  of  the 
discount  on  short-time  loan  to  the  farmer  from  90  days  to  9  months 
'or  a  year ;  and  from  the  weight  of  the  evidence  here  it  looks  as  if 
that  is  a  reasonable  thing  to  do,  because  it  covers  the  duration  of 
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his  turnover.  We  have  had  it  suf^gested  here  that  this  sort  of  loan 
could  be  made  by  your  banks  and  by  the  Federal  land  bank.  AVhat 
do  you  think  of  that? 

Mr.  Powell.  Well,  that  could  not  be  done  without  a  change  in  our 
charters,  and  it  could  not  be  done  without  separate  or  additional 
capital.  AH  the  capital  that  is  now  subscribed  to  any  of  these  banks^ 
or  to  most  of  them  at  lea^,  is  pledged  as  security  for  the  bonds  that 
are  outstanding.  It  would  require  a  new  organization  on  our  part 
to  do  it. 

Representative  Ten  Eyck.  Would  it  require  at  certain  peak  times 
large  volumes  of  money  to  meet  the  demand,  for  you  to  loan  money, 
and  at  other  times  when  crop  movements  were  not  under  way  that 
this  money  of  yours  would  lie  idle  because  you  could  not  lend  it  in 
the  usual  way? 

Mr.  PoWell.  We  would  not  be  authorized  to  loan  it  in  any  other 
way.    Being  limited  as  it  is,  it  would  be  idle  a  part  of  the  year. 

Representative  Ten  Eyck.  Would  it  be  a  good  thing  to  change 
your  charter,  or  do- you  feel  that  you  have  a  function  to  perform 
similar  to  that  of  the  savings  bank  and  that  this  is  not  a  part  of  that 
function,  speaking  in  a  general  way  ? 

Mr.  Powell.  I  am  quite  sure  that  most  of  the  banks  I  represent 
would  rather  not  have  their  charters  changed  or  their  powers  en- 
larged. They  will  be  pretty  -busy  people  if  they  carry  on  this  busi- 
ness successfully,  and  the  two  activities  do  not  seem  to  dovetail.  It 
requires  separate  capital  and  separate  organization,  and  if  you  enter 
the  loan  field  it  is  going  to  require  some  elasticity  in  the  things  that 
you  may  lend  for.  ,  To  lend  only  for  crop  movements  and  that  sort 
of  thing,  you  have  your  money  idle  a  great  part  of  the  time. 

Representative  Ten  Eyck.  And  in  addition  to  that  it  would  mean 
that  sooner  or  later  the  farmer  would  demand  that  you  become  a 
depository,  so  that  he  could  borrow  back  his  own  money  at  least? 

Mr.  Powell.  You  see,  there  we  would  be  entering  the  field  of  com- 
mercial banking.  I  think  the  better  place  to  do  that  sort  of  business 
would  be  through  the  commercial  banks. 

Representative  Ten  Eyck.  The  national  and  State  banks? 

Mr.  Powell.  The  national  and  State  banks.  They  are  the  legiti- 
mate instruments  through  which  to  perform  that  kind  of  service. 

Representative  Ten  Eyck.  We  have  got  to  give  this  additional 
time  to  the  farmer,  and  I  agree  with  you  thoroughly.  The  reason 
why  I  brought  that  up  is  that  it  was  suggested  the  other  way,  that 
the  Federal  land  bank  take  on  these  loans  of  intermediate  credit. 
We  have  got  to  give  this  additional  time  to  the  farmer,  and  I  believe 
it  is  up  to  the  national  banks  and  the  State  banks  and  the  Govern- 
ment and  the  States,  to  make  laws  to  see  that  that  is  carried  through. 

Mr.  Powell.  I  think  that  is  true.  But  the  instruments  through 
which  to  do  it  are  the  instruments  that  receive  deposits 

Representative  Ten  Eyck.  That  are  now  in  existence? 

Mr.  Powell.  That  are  now  in  existence ;  yes.    I  think  that  is  true. 

Mr.  Powell.  If  the  commission  will  permit,  I  would  like  to  place 
in  the  record  a  table  showing  the  amounts  and  purposes  to  which 
loans  made  by  the  joint-stock  land  banks  were  placed,  covering  the 
period  of  operation  to  January  1,  1920,  being  a  statement  similar  to 
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one  filed  with  the  Senate  Committee. on  Banking  and  Currency, 
The  statement  is  as  follows : 

JOINT-STOCK   I*AND  BANKS. 

I A  statement  filed  with  the  Senate  Cammittee  on  Banking  and  Currency  Jan .  10, 1920.  and  published  in  the 
report  of  the  hearings  of  that  committee  on  Senate  bill  3100  (p.  58,  sxhibit  H).] 

Tnble  choiring  purposen  for  trhich  jwnUttock  land  hank  loans  have  been  made 
from  organization  to  January  1,  1290. 


Name  of  Joint  stock  land  bank. 


Farmers 

buying 

firsthand. 


Buying 

additional 

land. 


Improve- 
ments. 


To  pay  ex- 

istins  in- 
debtedness. 


Virdnian.  Charleston 

Union,  Richmond 

Iowa,  Sioux  City 

First,  Fort  Wayne 

Colonial,  Norfott 

Ouarantee^Wichita... 

Fremont,  Fremont 

Arkansas,  Memphis 

ICississippi,  Memphis 

liberty,  SaOina- 

Peters.  Omaha 

First,  Minneapolis 

UFayette,  La  Fayette 

Fletcher,  IndianapoUs. 

'Montana,  Helena. 

San  Antoiiio,  San  Antonio 

Ceotrallowa,  Des Moines 

First,  Chicago 

Btnkers,  Mflwaokee 

Des  Moines,  Des  Moines 

Uncdn.  Lincoln 

California,  San  Francisco 

South  Minnesota,  Redwood  Falls. 
First,  Houston 


$225,000 
387,700 
287,400 
428,560 
117,300 
293,800 
600,000 
42,000 
28,000 

1,836,410 
778,000 
432,250 
176,800 
546,350 
312,000 
500,000 
227,100 

2,400,000 
800,000 
405,500 

1,640,700 
272,000 

1,200,000 
137,000 


$300,000 
101,700 
234,000 
126,450 
90,600 
182,000 
700,000 
142,000 
118,000 
889,000 
651,000 
62,100 
354,500 
378,550 
196,000 

1,000,000 
946,500 

1,200,000 
856,030 

1,325,000 

1,128,860 
60,000 
170,000 
138,000 


$450,000 
182,800 
186,400 
13,900 
32,000 
97,185 
100,000 
122,000 
160,000 
840,000 
41,400 
115,450 


28,000 
77,000 


253,600 
900,000 
550,748 


87,184 
85,000 
82,000 
52,000 


$525,000 
389,000 
768,900 
326,300 
961,478 
475,065 

8,000,000 
383,200 
401,800 

8,100,000 

103,800 

553,000 

339,700 

73,100 

1,500,000 

2,000,000 
342,500 

1,500,000 
781,172 

2,426,675 

1,154,431 
420,000 
867,000 
808,000 


Total I  14,035,160 


11,359,290 


4,414,417 


23,200,116 


Pending  application  for  loans:  Amount  of  loans  committed  by  all  banks  to 
be  closed  March  1.  1920,  $54,200,000.  The  applications  for  these  loans  have  all 
^een  approved. 

I  would  also  like  to  place  in  the  record  the  statement  prepared 
showing  more  completely  the  operations  of  the  joint-stock  land 
banks.    That  statement  is  as  follows : 
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The  Chaikman.  We  are  very  much  obliged  to  you,  Mr.  PowdL 

Mr.  Powell.  I  am  very  much  obliged  to  the  committee. 

The  Chaibmax.  The  committee  will  take  a  recess  until  10  o'clock 
to-morrow  morning. 

(Thereupon,  at  3.35  o'clock  p.  m.,  the  committee  adjourned  to  meet 
at  10  o'clock  to-morrow,  Friday,  August  19, 1921.) 
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FBIDAY,  AXJaXJST  19,  1921. 

Congress  of  the  United  States, 
Joint  Commission  of  Agricultural  Inquiry, 

Washington  y  D.  C. 
The  joint  commission  met  at  10  o'clock  a.  m.  pursuant  to  adjoum- 
aent  on  yesterday,  in  room  70,  the  Capitol,  Hon.  Sydney  Anderson 
^chairman)  presiding. 

The  Chairman.  The  commission  will  come  to  order.  We  will  hear 
llr.  Kamper  this  morning.  Mr.  Kamper,  give  your  full  name,  ad- 
iress,  ana  whom  you  represent  to  the  official  reporter  for  the  benefit 
)f  the  record,  and  also  for  the  benefit  of  the  members  of  the  com- 
nission. 

STATEHEFT  OF  MB.  F.  E.  KAHPEB,  492  PEACHTBEE  STBEET» 
ATLA17TA,  GA.,  PBESIBEHT  NATIONAL  BETAIL  GBOCEBS' 
ASSOCIATION. 

Mr.  Kamper.  Mr.  Chairman,  the  retail  grocers  appreciate  this 
c^portunity  of  appearing  before  your  conmiission,  and  I  shall  try 
to  go  into  any  matters  that  I  may  know  about  and  will  also  try  to 
answer  as  far  as  I  can  any  questions  any  member  of  the  commission 
may  want  to  ask  and  will  answer  as  frankly  as  possible. 

I  would  Uke  to  say  that  in  addition  to  being  an  oflBcer  in  the  Asso- 
ciation of  Retail  Grocers  I  am  a  practical  grocer  and  have  been  in 
the  business  for  20  years,  and  for  tne  last  number  of  years  have  been 
doing  an  annual  business  of  a  million  dollars. 

The  Chairman.  What  is  the  name. of  your  firm? 

Mr.  Kamper.  C.  J.  Kamper  Grocery  Co.  I  am  the  second  son  of 
my  father,  who  was  originally  from  New  York.  He  has  been  in 
business  for  40  years.  We  operate  a  complete  service  store  and 
endeavor  to  give  our  customers  every  service  consistent  with  good 
business  poUcy,  which  includes  giving  them  credit,  and  carrying 
accounts,  and  soliciting  a  part  of  the  business,  and  conducting  the 
business  on  a  high  plane  throughout. 

During  the  Food  Administration  I  worked  with  the  Food  Admin- 
istrator until  Mr.  Hoover  disbanded  the  organization.  Then  the 
work  was  taken  imder  the  control  of  the  Attorney  General,  who 
appointed  a  man  named  Mr.  John  Manget,  a  man  who  would  not 
treat  me  as  a  gentleman,  and  whom  I  could  not  deal  with,  and 
therefore  I  resigned. 

It  was  my  pleasure  while  with  the  Food  Administration  to  visit 
Mr.  Hoover  and  Mr.  Whitmarsh,  and  to  act  iji  full  cooperation  with 
the  Food  Administration  generally. 

91341— 22— VOL  3 27  417 
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I  did  not  want  to  go  into  personal  matters  except  to  show  what 
my  opportunities  have  been  for  knowing  the  retail  grocery  business. 

My  own  experience  has  been  that  we  do  22  per  cent  cash  and  78 
per  cent  credit  business.  And  my  own  personal  experience  has  been 
that  where  a  man  is  doing  a  credit  business — ana  I  do  not  know 
whether  my  figures  will  apply  to  the  average  retail  grocer  or  not,  but 
a  man  doing  a  credit  busmess  as  we  have  oeen  doing  it,  taking  pre- 
cautions to  safeguard  himself  in  extending  credit  to  customers,  aoes 
not  run  any  large  risk  from  a  capital  standpoint  outside,  say,  of  the 
capital  invested  in  credits. 

The  Chairman.  You  do  a  million  dollars  worth  of  business  a  year. 
How  much  of  that  amount  of  business  do  you  carry  on  your  books, 
approximately  ? 

Mr.  KampEr.  We  carry  on  our  books  an  average  of  about  $52,000 
to  $62,000.  Our  losses  average  less  than  one-quarter  of  1  per  cent, 
and  that  has  been  our  average  for  the  past  20  years.  We  frequently 
run  an  average  of  less  than  one-eighth  of  1  per  cent,  but  I  will  put 
the  general  average  at  less  than  one-quarter  of  1  per  cent. 

The  Chairman.  Do  you  think  your  experience  is  typical  of  the 
business  as  a  whole  ? 

Mr.  Kamper.  In  the  case  of  good  merchants  I  think  that  is  carried 
out.  I  can  substantiate  those  figures  from  Harvard's  Business  Re- 
search, which  is  the  only  authority  we  have.  There  are  several  com- 
petitors to  that  authority,  but  I  can  go  into  that  matter  if  you  wish. 

However,  in  the  conduct  of  our  own  particular  business  in  trying 
to  carry  out  Mr.  Hoover's  idea  to  save  man  power  during  the  war. 
we  did  two  or  three  things  which  if  considered  from  a  business  or  a 
psychological  standpoint — and  I  use  the  term  synonymously  in  this 
respect — were  really  very  bad  business.  At  a  meeting  in  Mr.  Hoover  s 
office,  with  Mr.  Wmtmarsh  presiding  and  Mr.  Heinz,  the  food  admin- 
istrator of  the  State  of  Pennsylvania,  as  the  principal  proponent  of 
the  idea,  together  with  some  persons  from  a  certain  town  in  New 
York,  the  proposition  was  advanced  to  restrict  the  size  of  an  order 
for  service,  and  to  make  to  the  customer  a  service  charge  of  5  cents 
or  10  cents,  as  might  be  determined  upon. 

The  idea  back  of  that  proposition  was  that  the  boys  who  were  em- 
ployed to  make  deliveries  might.be  saved  for  service  in  the  Army  or 
the  Navy  and  other  necessary  work  of  carrying  on  Government  op- 
erations. We  tried  out  that  plan  and  it  had  the  effect  of  penalizing 
the  customer  for  service ;  and  as  the  members  of  this  comnussion  well 
understand,  whether  right  or  wrong,  when  you  penalize  anybody  it 
is  human  nature  that  he  is  going  to  rebel. 

The  Chairman.  Let  me  see  if  I  xmderstand  that:  The  proposition 
was  not  to  allow  the  delivery  of  small  orders,  was  it  ? 

Mr.  Kamper.  To  limit  the  size  of  an  order  which  should  have 
delivery  service  to  50  cents  or  a  dollar.  The  figure  most  commonly 
used  was  50  cents,  and  that  no  order  would  be  delivered  that  amounted 
to  less  than  50  cents.  And  on  top  of  that  the  customer  had  to  pay 
an  additional  5  cents  or  10  cents  as  a  service  charge. 

We  operated  that  plan  for  six  months,  and  found  that  one  of  our 
competitors,  located  about  a  mile  and  a  half  from  us,  was  taking 
advantage  of  us,  because  he  was  not  compelled  to  cooperate  with  the 
Food  Administration.    It  was  all  voluntary.     After  we  put  on  the 
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additional  service  charge  it  looked  like  he  was  going  to  get  all  the 
business,  for  the  people  wanted  that  service.  Sometning  nad  to  be 
done  by  us  to  meet  that  competition.  So,  after  going  tnrough  our 
auditor's  reports  for  a  six  months'  period,  we  evolved  the  plan  to 
encourage  tne  customer  to  come  andT  get  her  goods.  We  first  deter- 
mined that  our  cost  for  delivery  of  goods  amounted,  approximately, 
to  3  cents  on  the  dollar's  worth  of  goods  delivered,  and  probably  at 
that  time  the  delivery  service  represented  8  cents  per  stop  for  deliv- 
eries, which  has  later  crept  up  to  13  cents  per  doliverv.  We  thought 
we  could  afford  to  give  our  customers  something  if  tney  would  come 
and  get  their  goods. 

Of  course  at  that  time  we  were  able  to  take  advantage  of  the 
propaganda  coming  out  of  Washington  about  rendering  service. 
There  was  sent  out  from  Washington  during  the  term  of  the  Food 
I  Administration,  I  think  solely  for  the  purpose,  without  any  other 
motive  in  mind  but  solely  for  the  purpose  of  conserving  tne  man 
(power  of  the  Nation,  as  much  publicity  as  possible  for  the  cash  and 
cany  plan.  The  amount  of  business  done  ny  cash  and  carry  stores 
iin  1913  amounted  to  less  than  5  per  cent  of  the  total  volume  of 
"business  done,  but  probably  now  amounts  to  around  17  per  cent, 
{judging  by  the  best  figures  1  can  get. 

;  But  to  meet  the-  situation  I  mentioned  we  evolved  the  plan  of 
puing  coupons  to  our  customers.  They  were  marked  "Cash  and 
ic&rry  coupons.^'  If  a  customer  came  in  and  purchased  a  dollar's 
|»orth  of  goods  we  would  give  her  a  dollar  coupon.  On  the  face 
jof  the  coupon  it  was  stated  that  $10  worth  of  the  coupons  would 
title  the  holder  to  a  refund  of  30  cents  in  cash.  In  other  words, 
figured  we  could  give  a  customer  who  paid  cash  and  carried  her 
-ds  3  cents  on  the  dollar. 

We  carried  that  out  until  July  of  this  year,  when,  owing  to  a  decrease 
cost  of  equipment  and  of  that  class  of  help,  of  delivery  boys,  we 
de  this  rebate  or  cash  refund  amount  to  2  cents  on  the  dollar  of 
chases,  and  raised  the  sum  of  the  tickets  that  have  to  be  pre- 
lented  at  any  one  time  in  order  to  get  the  cash  refund,  to  $25.  The 
cnlv  idea  in  raising  that  limit  from  $10  to  $25  was  to  make  it  worth 
*hile,  first,  for  the  customer  to  come  back  and  ^ot  the  coupon; 
jtod,  in  the  second  place,  to  minimize  the  cost  of  handling  tliose 
jfioimons  in  our  own  office. 

Ever  smce  we  have  been  in  business,  for  business  reasons,  we  have 
wen  giving  a  2  per  cent  cash  rebate  to  our  customers  for  cash  pur- 
*^ases,  so  we  follow  the  plan  of  giving  our  customers  who  purchase 
fcr  cash  and  carry  their  own  goods  a  saving  of  4  per  cent.  How- 
;«ver,  our  prices  for  goods  to  all  customers  are  the  same. 

The  Chairman.  Tnat  is  to  say,  you  allow  2  per  cent  for  delivery 
wid  2  per  cent  for  cash  ? 

Mr.  Kamper.  Yes,  sir.  It  has  proved  satisfactory  to  us.  When 
I  tile  slump  came — and,  by  the  way,  the  slump  in  the  retail  grocery 
I  Dusiness  did  not  come  at  the  same  time  it  did  in  the  wholesale  grocery 
Winess.  That  is  the  natural  law— that  the  retail  business  wall  not 
i  Unmediately  decrease  when  the  wholesale  business  does,  nor  will  it 
I  Bicrease  inoimediately  when  the  wholesale  business  does.  But  I  ex- 
I  P^t  to  bring  that  matter  out  a  little  later  and  more  fully. 
I  .  When  the  slump  came  with  us  last  year,  by  doubling  our  advertis- 
^  appropriation  we  managed  to  keep  our  business  ahead  of  our 
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previous  record  in  dollars  and  cents;  it  actually  amounts  to  an  in- 
crease in  business  of  60  per  cent  in  tonnage.  Of  course  there  is  an 
end  to  that,  because  I  imagine  we  will  some  time  reach  the  point  of 
eflBciency  so  far  as  our  organization  is  concerned  and  so  far  as  our 
customers'  ability  to  purcnase  is  concerned,  but  so  far  this  year  we 
are  about  10  per  cent  or  12  per  cent  ahead  of  last  year  on  the  dollar 
of  sales. 

That  enabled  us  to  do  something  very  gratifying  from  an  orgam- 
zation  standpoint;  we  have  been  able  to  keep  our  organization 
together,  and  did  not  cut  salaries  until  the  1st  of  July.  Most  organi- 
zations had  to  put  in  a  cut  in  salaries  the  first  of  the  year  or  soon 
afterwards. 

The  Chairman.  Could  you  give  us  any  idea  of  the  reduction  in 
prices  represented  in  inventory  costs  ? 

Mr.  Kamper.  The  only  figure  I  can  give  you  is  the  figure  that  is 
published  by  the  Bureau  of  Labor  Statistics.  I  believe  wholesale 
prices  have  declined  48.3  per  cent.  I  may  be  in  error  a  few  milh 
on  that. 

As  far  as  I  have  been  able  to  get  from  retail  prices  there  are  twa 
things  happening,  so  far  as  consumers  are  concerned.  I  have  to 
make  a  distinction  there  because  there  is  a  certain  class  of  people 
who  live  so  close  to  the  bread  line  all  the  time  they  have  to  be  sepa- 
rated from  those  with  sufficient  income  who  can  and  do  purchase  in  s 
different  manner.  Those  who  have  an  income  are  livmg  a  great  deal 
better  than  they  have  been  able  to  live  for  the  last  seven  years. 

The  Chairman.  That  would  mean,  I  take  it,  that  instead  of 
reducing  the  actual  cost  of  living  in  the  sense  of  the  total  amount 
spent  by  the  family  for  food  and  clothing,  they  are  buying  more  bill 
at  lower  prices  ? 

Mr.  Kamper.  Yes,  sir.  Thmy  are,  also,  in  a  great  many  instance* 
actually  reducing  their  total  bills.  I  have  in  mind  at  this  time  oni 
family  that  has  traded  with  us,  consisting  of  husband  and  wife  and  | 
think  five  children  at  home  now,  and  up  to  a  year  ago  there  wer« 
seven  children  at  home,  and  who  have  three  servants.  They  buy 
practically  all  their  provisions  from  us  and  have  done  it  consistently 
regardless  of  any  allurements  or  efforts  made  by  any  other  merchants. 

This  inan's  bill  is  averaging  $85  to  $102  a-  month.  His  bill  12 
months  ago  averaged  $112  to  $150  a  month.  Yet  I  know  that  man  is 
serving  frying  chickens  of  the  most  expensive  sort  on  his  table  at  leAst 
once  a  week.  During  the  war  he  never  had  any  frying  chickens  as 
far  as  I  am  able  to  learn. 

Answering  your  question  fiu*ther,  Mr.  Chairman,  in  reference  to  the 
man  who  has  an  income  just  barely  sufficient  to  take  care  of  his  Uving 
expenses,  there  have  been  a  number  of  very  valuable  advertisements 
puolished  throughout  the  country  on  this  question  of  cost  a  year  ago 
and  cost  at  this  time.  I  would  like  to  get  this  one,  published  oyH.  y. 
White  &  Co.,  retail  grocers,  Cambridge,  Ohio,  in  the  record.  This  is 
an  article  written  in  June,  and  I  will  read  it: 

Prices  do\vn?    Just  look  'em  over. 

This  is  the  story  of  how  II.  (\  White  &  Co.,  retail  grocers  of  Cambridge,  Ohio,  force- 
fully proved  to  the  people  of  Cambridp^e  that  the  cost  of  living  so  far  as  food  products  are 
concerned  has  been  tremendously  reduced  in  the  last  12  months.  They  had  a  window 
display  showing  on  one  side  100  pounds  of  sugar  and  a  bushel  of  potatoes,  with  a  card 
above  indicating  that  a  year  ago  the  cost  of  those  two  items  was  $oS, 
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On  the  other  side  they  also  had  100  pounds  of  sugar  and  a  bushel  of  potatoes,  together 
with  the  other  21  items  listed  below.  Above  this  merchandipe  they  nad  another  card, 
showing  that  to-day  $38,  which  a  year  ago  would  only  have  bought  the  sugar  and 
potatoes,  would  also  buy  the  additional  21  items.  This  card  further  stated  that  this 
list  of  merchandise  one  year  ago  would  have  cost  $75.36,  a  difference  of  537.36,  or  a 
decline  of  491  P«r  cent. 

If  that  figure  is  typical  of  the  retail  business  it  shows  that  retail 
prices  have  declined  even  more  than  wholesale  prices,  because  whole- 
sale prices  have  declined  only  48.3  per  cent.     [Continuing  reading:] 

Here  is  how  the  anungement  appeared : 

One  year  ago  you  paid  $38  for  100  pounds  of  sugar  and  one  bushel  of  potatoes: 

100  pounds  sugar : $32 

1  bushel  potatoes 6 

Total 38 

On  to-day's  market  the  regular  retail  price  of  the  following  list  of  groceries  is  138. 
100  pounds  sugar $10 

To-day  that  has  declined  to  a  still  lower  point.  [Continuing 
reading:] 

1  bushel  potatoes $1.36 

That  is  to-day  up  some. 
50  pounds  Peerless  flour $3.20 

To-day  you  can  buy  50  pounds  for  $2.50. 
50  pounds  Ceresota  flour $3.  50 

I  do  not  know  what  that  is.     [Continuing  reading:] 

6  pounds  Richelieu  coffee $2. 10 

Scans  Richelieu  tomatoes 1.25 

To-day  you  can  buy  those  same  tomatoes  for  a  dollar  or  less,  or  it 
may  be  the  market  is  advancing  from  the  low  point  of  about  June. 
[Continuing  reading:] 

5 1-pound  cans  salmon .• $1.  25 

I  do  not  know  whether  that  refers  to  pink  or  red  salmon,  but  if 
it  refers  to  pink  salmon  you  can  buy  it  anyw^here  to-day  at  15  cents  a 
can.    The  market,  however,  is  advancing.     [Continuing  reading:] 
5  cans  Rich .  baked  beans $1.00 

If  that  is  the  1 -pound  can,  it  may  be  bought  anywhere  to-day  for 
15  cents.     [Continuing  reading :] 

eamaURich.  oats $0.90 

You  can  buy  Quaker  Oats  at  12^  cents  a  package.  [Continuing 
reading:] 

10  pounds  navy  beans f  0.  70 

10  pounds  rice 1. 00 

If  it  is  Blue  Rose  rice  the  retail  price  to-day  averages  around 
^  cents  a  pound.     [Continuing  reading:] 

10  pounds  lima  beans $1.  25 

5  cans  Rich,  com 1.  25 

Scans  Rich,  peas 1.  25 

3  cans  No .  3  peac hes 1.35 

3  cans  No.  3  hominy 45 

3  cans  No.  3  cherries 1.  65 

3  boxes  macaroni 50 
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I  do  not  know  what  size  package  of  macaroni  is  referred  to,  but  if 
it  is  the  ordinary  commercial  size  it  is  cheaper  today.  [Continuing 
reading:] 

3  boxes  spaghetti- $0.  .^ 

12  bare  soap 1.00 

2  large  boxes  Rich,  oat^ 90 

3  pounds  Rich,  raisins 1. 05 

I  am  glad  to  say  they  haye  been  reduced  to  25  cents  a  pound 
within  the  last  week,     [Continuing  reading:] 

i  pound  orange  Pekoe  tea $0. 60 

Total 38.00 

The  above  list  would  have  retailed  one  year  ago  for  175.36,  a  ditTerente  of  $37.36.  or 
a  decline  of  49^  per  cent. 
Question:  Has  the  high  cost  of  living  come  down? 

I  would  like  to  make  this  statement  also,  that  while  I  do  not 
know  the  firm,  these  goods  represent  the  highest  quality  of  goods  yott 
can  make  a  comparison  with.  In  other  words,  this  firm  has  not 
made  a  comparison  by  going  out  and  grabbing  distressed  stuff  or  the 
cheapest  stuff  they  could  get  on  the  market. 

Representative  Mills.  Do  you  contend  that  retail  prices  hava 
dropped  as  much  as  wholesale  prices  ? 

Mr.  Kamper.  Yes,  sir. 

Representative  Mills.  None  of  the  statistics  published  bear  ycm 
out,  ao  they  i  "    * 

Mr.  Kamper.  I  think  they  do,  if  you  will  bear  in  mind  this  one  fad 
and  I  will  have  to  take  a  little  time  to  explain  the  situation :  K  ya 
will  examine  Bulletin  270,  of  Bureau  of  Labor  Statistics,  I  tKm 
marked  ^'Retail  prices,''  you  will  note  that  from  1913  down  throu^ 
December,  1919 — and  that  is  as  late  as  they  have  published  them  I 
comparative  form — the  increase  in  farm  products  was  larger  than  th 
increase  in  retail  prices.  It  also  occurs,  if  you  want  to  make  a  con 
parison  with  wholesale  and  retail  prices,  a  little  slower  in  the  reta 
market  than  in  the  wholesale  market — the  increase  was. 

Representative  Mills.  I  understand  that. 

Mr.  Kamper.  If  you  make  a  comparison  on  a  declining  market  yo 
must  give  due  allowance  for  the  goods  to  travel  from  the  wholesali 
to  the  retailer — due  allowance  for  distribution.  You  will  find  tha 
these  figures  bear  that  out,  and  I  think  you  will  find  these  figures  ai 
literally  true.  But  if  you  take  a  comparison  of  the  wholesale  pric 
as  of  July  1  with  the  retail  price  of  July  1  there  will  be  a  differenc 
showing  the  wholesale  price  has  declined  more  than  the  retail  pri« 
but  if  you  compare  the  retail  price  as  of  August  1  or  September 
giving  time  for  distribution,  you  will  find  a  very  fair  comparison. 

Representative  Mills.  It  may  be  so  now,  out  it  w-as  not  a  fei 
weeks  ago,  according  to  the  figures  of  the  Department  of  Labor. 

Mr.  Kamper.  You  must  allow  for  distribution,  the  time  necessarj 
for  distribution. 

Representative  Mills.  Nor  is  it  true  as  of  a  few  weeks  ago,  accord 
ing  to  any  other  figures  I  have  seen  published. 

Mr.  Kamper.  I  think  you  will  find  that  is  true  of  foods,  and  foodi 
have  dropped  more  than  any  other  line  of  goods.  That  is  realW 
natural,  because  foods  as  a  rule  are  more  basic  and  are  consumed 
more  nearly  in  the  raw  form,  and  are  more  susceptible  both  to  the 
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advancing  market  and  the  decreasing  market,  advancing  and  decreas- 
ing more  rapidly  than  manufactured  articles.  And  in  this  period  of 
readjustment  of  business  or  betterment  of  business  you  will  find  food 
prices  will  react. 

Representative  Mills.  There  are  many  articles  of  food  products 
that  are  the  same  as  manufactured  products.     Isn't  that  so  f 

Mr.  Kamper.  How  do  you  mean  'i 

Representative  Mills.  How  does  a  canned  product  differ  from  a 
manufactured  article  ?  The  grocer  can  hold  it  for  an  indefinite  period 
of  time. 

Mr.  Kamper.  If  he  is  a  good  grocer  he  does  not  want  to  do  that. 
The  question  of  turnover  is  a  very  vital  point,  and  he  has  actually  to 
do  that  if  he  is  a  successful  grocer.  That  means  whether  successful 
from  the  standpoint  of  giving  the  people  goods  at  a  minimum  cost  or 
of  making  money  for  the  man  operating  the  store. 

Representative  Mills.  Is  not  it  true  that  there  was  a  much  stiffer 
resistance  on  the  part  of  retailers,  resisting  this  drop  in  prices,  than 
on  the  part  of  wholesalers  or  original  producers  ? 

Mr.  Kamper.  I  am  not  prepared  to  answer  that  except  from  my 
own  experience.  You  were  not  present  when  I  made  my  opening 
statement,  but  I  am  a  large  merchant  in  Atlanta,  (Ja.,  and  am  not 
only  in  competition  with  every  grocer  but  every  other  organization. 
In  order  to  hold  my  trade  as  well  as  from  a  good  business  standpoint 
when  the  price  of  canned  peaches,  was  slasned  in  February  by  the 
CaUfomia  Canners'  Association,  almost  immediately,  or  practically 
as  Quickly  as  a  shipment  of  peaches  could  be  made  from  California 
to  Atlanta,  we  cut  prices.  We  took  a  loss  of  $12,000  on  canned 
peaches  and  other  fruits,  and  a  loss  of  $9,000  on  sugar.  I  could  not 
otherwise  continue  to  hold  my  trade.  It  was  vitally  necessary  and 
in  line  with  the  motto  of  my  business — to  sell  goods  in  line  with 
competition  or  replacement  values. 

Representative  Mills.  Of  course  that  is  all  very  true,  but  is  it 
not  a  fact  that  that  was  true  of  anyone  who  had  any  stock  on  hand 
at  the  time  the  market  started  to  drop  i  It  was  perfectly  inevitable 
that  he  should  take  a  loss.  On  the  other  hand,  is  it  not  a  fact  that 
very  many;  manufacturers  and  many  retailers  refused  to  take  that 
loss  and  tried  to  hold  up  prices  ? 

Mr.  Kamper.  That  would  be  perfectly  natural,  perhaps. 

Representative  Mills.  I  did  not  ask'  whether  it  was  natural  but 
whether  it  did  in  fact  happen. 

Mr.  Kamper.  The  only  way  I  can  really  answer  that  question  is 
the  way  I  have  answered  before,  from  my  own  personal  experience. 
There  was  a  great  howl  in  the  papers  from  manufacturers,  instigated 
by  the  manuiacturers  as  far  as  I  could  get  it,  that  the  retailers  were 
not  responding. 

Representative  Mills.  As  far  as  I  could  observe  they  did  not 
respond  for  a  long  time.  There  was  no  material  relief  in  the  reduc- 
tion of  the  high  cost  of  living  for  a  good  many  months  as  far  as  the 
average  citizen  was  concerned  and  as  far  as  statistics  showed. 

.  Mr.  Kamper.  If  you  give  allowance  for  due  process  of  distribu- 
tion! think  (reductions  m  prices)  that  was  in  fact  done.  As  far  as  I 
wn  able  to  recall  the  high  point  in  wholesale  prices  occurred  in  May 
or  June  of  last  year,  did  it  not  ? 

Representative  Mills.  I  beheve  so. 


Digiti 


ized  by  Google 


424  AGRICULTUBAL  INQUIRY. 

Mr.  Kamper.  And  the  high  point  in  retail  prices  occurred  in 
September. 

Kepresentative  Mills.  It  was  said  to  be  in  August,  but  I  do  noi 
know. 

Mr.  Kamper.  Well,  I  think  it  was  September. 

Representative  Mills.  I  might  be  wrong  as  to  that. 

Mr.  Kamper.  Perhaps  so.  There  was  a  lapse  of  three  or  four 
months,  the  natural  result  of  distribution. 

Representative  Mills.  You  saw  the  report  that  the  Federal  Trade 
Commission  made  in  April  to  the  President,  did  you  not  ? 

Mr.  Kamper.  Yes,  sir. 

Representative  Mills.  I  am  not  going  to  say  I  agree  with  their  con- 
clusions entirely  because  I  do  not;  out  at  that  time,  when  they  said 
retail  prices  had  not  only  la^ed,  but  had  lagged  more  than  they 
should,  that  was  pretty  nearly  correct,  was  it  ? 

Mr.  Kamper.  1  am  not  f amihar  with  the  details  of  that  report,  and 
only  know  so  far  as  the  operation  of  my  own  business  is  concerned. 

Kepresentative  Mills.  Where  do  you  come  from  ? 

Mr.  Kamper.  Atlanta,  Ga. 

Representative  Mills.  You  are  simply  here  testifying  in  your 
individual  capacity  and  not  undertaking  to  testify  otherwise  ? 

Mr.  Kamper.  I  am  trying  to  testify  as  far  as  I  know.  This  is  & 
tremendously  big  proposition.  We  are  dealing  with  you  might  say, 
38  per  cent  of  the  people's  money  when  you  talk  about  foods. 

Representative  Mills.  You  have  an  association  ? 

Mr.  Kamper.  Yes,  sir;  I  am  representing  the  National  Retail 
Grocers'  Association.  It  is  a  very  pertinent  thing,  I  think,  Mr. 
Chairman,  if  I  may  make  this  remark,  and  I  think  that  it  would  be 
the  proper  thing  to  consider  what  is  actually  being  done  now  and  not 
what  has  been  done  in  the  past,  and  for  this  reason :  If  you  will  exam- 
ine the  Food  Administration  rulings  very  carefully,  you  will  discover 
that  during  the  Food  Administration  a  ruling  was  in  effect  by  a  great 
many  individual  food  administrators  that  tne  merchants  coula  not 
take  advantage  of  the  enhancement  value,  or  what  we  term  in  mer- 
chandizing, replacement  value.  And  if  you  will  examine  the  records 
of  the  Federal  courts  you  will  find  a  great  many  merchants  were 
prosecuted  on  the  charge  that  they  did  take  advantage  of  replacement 
values,  on  sugar  particularly. 

Representative  Mills.  What  has  that  got  to  do  with  this  ? 

Mr.  Kamper.  It  has  a  good  deal  to  do  with  your  question. 

Representative  Mills.  Why  ? 

Mr.  Kamper.  Because  the  Government  did  refuse  to  allow  the 
retailer  to  take  advantage  of  the  enhancement  value,  and  yet  when- 
ever there  is  a  decline  you  want  to  criticize  him  because  he  does  not 
immediately  flop  over. 

Representative  Mills.  I  do  not  criticize  anyone.  I  expect  him  to 
do  wnat  any  other  human  being  would  expect  him  to  do  under  the 
circumstances — to  take  as  small  a  loss  as  possible.  He  tries  to  take  as 
small  a  loss  as  possible  by  maintaining  prices,  and  while  that  may  be 
either  good  or  bad  judgment  in  the  opinion  of  some,  in  m;^  own 
opinion  it  was  bad  judgment.  In  my  opinion  I  think  the  retailer 
would  have  saved  money  if  he  had  reduced  his  prices  as  rapidly  as 
possible.     But  he  did  not  do  it. 

Mr.  Kamper.  The  better  merchants  tried  to  do  that  very  thing. 
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Representative  Mills.  They  tried  to  maintain  prices  and  hung  on 
as  long  as  they  could.  What  I  am  asking  you,  whether  my  theory 
is  correct  or  not,  and  my  theory  is  that  they  tried  to  hold  up  prices 
and  hold  on  as  long  as  tney  coiild  and  they  thus  delayed  the  normal 
course  of  events,  which  would  have  been  to  have  retail  prices  follow 
wholesale  prices — ^what  I  am  asking  you  is  whether  they  acted 
promptly  m  reducing  prices?  Thev  might  have  delayed  three  or 
four  months,  but  in  the  end  they  had  to  yield  to  the  law  of  economics; 
is  not  that  true  ? 

Mr.  Eamper.  That  is  true. 

Representative  Mills.  What  I  would  like  to  know  is,  whether 
they  did  not  successfully  delay  that  process  for  three  or  four  months? 

Mr.  Kamper.  The  only  imormation  we  have  is  the  information 
that  the  Government  has,  and  I  just  tried  to  explain  about  the 
natural  distribution,  the  difference  between  the  wholesale  end  and 
the  retail  end,  to  show  you  how  there  would  be  a  natural  delay. 

Representative  Mills.  I  know  there  is  a  delay.  Retail  prices,  of 
course,  lagged  behind  wholesale  prices.  We  ail  know  that.  But 
there  is  a  vast  difference  between  a  normal  lag  and  what  would 
result  from  a  man  hanging  on  to  goods  that  he  had  purchased  at  a 
high  price  in  order  to  take  as  sm^  a  loss  as  possible. 

Mr.  Ejlmper.  I  can  answer  you  from  the  Grocers'  Association 
standpoint,  that  in  our  monthly  bulletin  we  published,  an  article 
advismg  retail  grocers  to  follow  the  market  as  soon  as  the  market 
was  in  effect;  that  is,  the  lower  market,  pointing  out  to  them  that 
good  merchandising  demanded  that  method  of  procedure.  We  did 
everything  we  could  in  that  way  from  an  association  standpoint  to 
assist  in  tnis  readjustment. 

Representative  Mills.  When  did  you  first  tell  them  they  ought 
to  b^in  the  readjustment  ? 

Mr.  Kamper.  As  soon  as  we  had  the  first  issue  of  our  magazine. 

The  Chairman.  I  have  it  here  and  it  does  not  entirely  Dear  out 
the  conclusion  of  either  one  of  you  gentlemen,  apparently.  That  is 
to  say,  in  a  general  statement  in  reference  to  lagging  retail  prices 
behind  wholesale  prices  it  would  be  subject  to  a  good  many  modifica- 
tions if  you  consiaer  the  individual  commodities  that  were  concerned 
in  your  general  average.  From  the  statement  I  have  before  me  here, 
apparentlv  there  is  a  wide  variation  in  the  lagging  of  retail  prices 
benind  wholesale  prices.  In  many  cases  retail  prices  came  down 
earlier  than  wholesale  prices;  in  other  cases  they  stayed  up  longer 
than  wholesale  prices.  I  doubt  very  much  if  you  could  reach  any 
general  conclusion  as  to  the  country  as  a  whole  upon  the  subject 
which  would  be  very  definite. 

Representative  Mills.  Thev  make  up  an  index  number  and  it 
has  tne  same  value  as  anv  other  index  number.  Articles  may  vary 
very  widely,  but  on  the  whole  an  index  number  will  be  as  safe  in  the 
case  of  retail  prices  as  an  index  number  is  in  the  case  of  wholesale 
prices. 

Representative  Ten  Eyck.  I  am  not  so  much  interested  in  that, 
but  am  interested  in  how  retail  prices  now  compare  with  prewar 
prices  and  present  day  wholesale  prices  ? 

Mr.  Kamper.  They  are  both  considerably  above  prewar  prices, 
taking  1913  as  the  basis.  I  think  the  figure  is — well,  1  do  not  know 
just  what  the  figure  is,  but  it  is  sonwewhere  between  40  per  cent  and 
50  per  cent  higher  than  prewar  prices. 
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The  Chaiebian.  I  think,  perhaps,  gentlemen  of  the  commission, 
we  will  get  along  better  if  we  let  Mr.  Kamper  develop  the  material  he 
has.     I  think  he  has  some  material  that  will  be  interesting. 

Representative  Ten  Eyck.  I  only  wanted  to  bring  in  at  this  time, 
in  connection  with  the  past,  what  the  present  history  is. 

The  Chairman.  I  think  Mr.  Kamper  has  that. 

Mr.  Kamper.  It  is  a  very  interesting  thing  in  reference  to  grocery 
stores  that  they  are  operated  at  verv  much  less  cost  of  doins  business 
than  any  other  line  doing  a  retail  business.  I  am  not  making  that 
statement  with  the  idea  of  making  a  comparison  of  our  business  vrith 
any  other,  but  to  show  that  it  is  an  actual  fact  that  they  do  operate 
at  less  cost.  Here  is  a  statement  gotten  out  by  the  racific  coast 
railroad  lines: 

(JUOCERS'    OPERATlXr.    COST   LOWEST. 

The  costs  of  doin^  Imsiness  of  various  lines  of  retailers  are  shown  by  a  press  dispatifc 
to  be: 

Per  cent.  Per  cenU 

Jewelry  stores 20.  SI   I  Shoo  .store? 21.25 

Furniture  stores 20.  51     Dr\^  ^ods  stores 2:i  01 

Drue  stores 24. 65  I  Hardware  stores 20. 41 

ClotJiing  stores 23. 27  I  Grocery  stores 17.  M 

Representative  Ten  Eyck.  Who  was  this  gotten  out  by? 

Mr.  Kamper.  This  was  issued  by  the  Pacific  Coast  Railroads. 
I  think  possibly  it  was  printed  by  Barron  G.  Collier,  in  regard  to 
advertisements  in  that  section. 

Representative  Mills.*  You  do  not  know  how  those  figures  were 
made  up  ? 

Mr.  Kamper.  No,  sir;  I  do  not.  I  would  like  also  to  bring  out 
another  thing  that  to  every  merchant  is  very  important.  I  do  nol 
know  whether  it  is  important  to  this  commission  or  not,  but  it  maj 
be  a  matter  of  some  mterest.  This  is  an  article  published  by  thf 
Philadelphia  Public  Ledger  showing  whj  sales  are  lost.  I  menti(rf 
this  because  most  people  think  that  price  is  the  only  element  that 
has  anything  to  do  with  what  people  should  pay  for  their  goods  or 
are  willing  to  pay  for  their  goods : 

WHY  THE   8ALK   WAS  LOST. 

[From  Philadelphia  Public  Ledger.) 

One  of  the  leadini?  retail  stores  in  New  York  Oity  recently  analyzed  192  pelliny 
failures  in  its  organization,  with  the  following  results: 

Indifference  of  salespeople,  sales  lost 47 

Attempts  at  substitution,  sales  lost 1* 

Errors,  sales  lost 19 

Tricky  methods,  customers  lost W 

Slow  (ieli veriee,  cit^'tomers  lost 17 

Overinsistence  of  salespeople,  customers  lost 1^ 

Unnecessary  delays  in  service,  customers  lost 13 

Insolence  of  employees,  sales  lost 1* 

Tactless  handling  of  customers,  customers  lost 11 

Bad  arrangements  of  stock,  customers  lost ^ 

Salespeople's  ignorance  of  goods,  customers  lost ^ 

Refusal  to  exchange  purchases,  customers  lost ■* 

Poor  quality  of  goods,  sale  lost 1 

From  this  analysis  you  will  note  that  nearly  25  per  cent  of  the  sales  were  lost  on 
account  of  indifference  of  salespeople,  9  per  cent  on  account  of  errors,  and  6  per  cent 
on  accoimt  of  unnec-essary  delays  in  ser\ice. 
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I  want  to  get  that  before  you  to  show  that  price  is  not  the  sole  thing 
or  the  sole  basis  of  trade. 

Now,  I  am  going  into  the  only  real  authentic  basis  we  have  for 
finding  out  what  it  actually  costs  to  conduct  grocery  stores — I  would 
like  to  inject  that  here — ^which  we  get  from  me  old  country;  that  is, 
from  England.  I  would  like  to  have  you  bear  this  matter  in  mind, 
one  of  these  reports  which  I  will  read  being  from  England,  and  I  trust 
I  will  not  weary  you.  The  only  basis  that  we  have  for  finding  out 
about  the  conduct  of  grocery  stores  is  the  question  of  competency  of 
the  retail  merchant.  To  my  mind,  as  a  retail  merchant  and  a  man 
who  is  proud  of  his  business  and  considers  it  as  much  a  profession 
as  any  other  professional  man  would,  it  is  a  sad  fact  that  it  is  so  easy 
for  a  man  to  get  into  the  grocery  business — and  it  is  just  about  as  easy 
to  get  out.  Any  man  who  has  made  a  failure  at  law  or  medicine  or 
railroading  or  telegraphing  or  anything  else  may  get  together  a  few 
hundred  dollars  and  he  wul  attempt  to  go  into  the  grocery  business. 
If  there  were  some  means,  either  through  State  or  national  law,  by 
which  an  applicant  for  a  license  as  a  retail  grocer  could  be  examined 
as  to  his  mental  capacity,  his  business  capacity,  if  we  could  have  a 
licensing  system  along  that  line,  I  think  it  would  be  worth  while. 
Whether  we  will  ever  see  that  day  in  free  America  I  do  not  know.  I 
am  told  by  competent  men  I  am  dreaming  when  I  think  of  such  a 
thing.  I  may  be,  but  I  might  remind  such  that  so-called  ^^  dreamers'' 
very  frequently  precede  realization. 

Keally  the  only  authentic  source  of  cost  of  operating  retail  stores, 
in  my  opinion,  is  the  work  that  has  been  done  by  the  graduate  school 
of  business  research.  Harvard  University.  They  have  been  doing 
this  work  since  1914,  up  to  last  year,  and  on  account  of  hard  times 
and  lack  of  funds  they  have  ceased  doing  it  at  this  time.  But  before 
going  into  the  report  of  the  Harvard  bureau  I  want  to  make  mention 
of  a  report  gotten  out  bjr  the  Nebraska  University,  I  think  it  was — • 
anyhow  it  was  an  investigation  at  Fargo,  N.  Dak. — which  has  been 
quoted  by  some  of  the  papers,  wherein  they  said  that  there  were  50 
grocery  stores  in  the  town  of  Fargo,  and  that  if  30  of  those  stores 
were,  eliminated  the  20  /emaining  would  be  able  to  carry  on  the 
necessary  amount  of  business,  and  that  they  could  operate  on  an 
expense  account  of  7.66  per  cent  on  the  selling  price.  I  am  bringing 
that  statement  out  because  I  want  to  bring  it  in  contrast  and  disprove 
it  bv  the  report  of  the  Harvard  Bureau  of  Business  Research,  which 
is  the  only  thing  we  have  any  consecutive  thought  on. 

Here  is  another  thing  to  be  taken  into  consideration  in  connection 
with  that  report,  which  I  think  was  made  by  some  college  men:  You 
have  got  to  consider  the  people  to  whom  you  are  going  to  sell  goods. 
In  other  words,  you  can  not  corral  thena  all  in  one  place  and  say  to 
them:  "You  have  got  to  buy  your  goods  in  this  way,  from  a  certain 
place."  You  can  not  do  that.  Naturdly  a  merchant  has  to  supply 
persons  with  goods  as  they  want  them,  when  they  want  them,  and 
as  nearly  as  possible  in  the  shape  they  want  them.  That  means 
service,  and  that  service  has  to  be  charged  for. 

We  have  another  report — and  I  think  I  am  fair  in  stating  an  incom- 
plete survey — made  by  the  agricultural  experiment  station  at  Madison, 

It  is  very  interesting,  because  a  great  many  reconunendations  are 
made  by  these  men  which  are  rather  startling.     Some  original  in- 
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formation  has  gone  into  the  retail  grocery  business.  And  I  imagine 
that  a  great  many  of  them  are  rather  practical.  That  is  the  un- 
fortunate thing  about  most  of  us,  if  we  do  not  know  anything  about 
the  other  fellow's  business,  we  are  very  apt  to  say  something  about 
his  business  which  we  can  not  back  up  by  previous  experience. 

But  this  report  is  Bulletin  No.  324,  of  January.  1921,  entitled 
"What  the  Retailer  does  with  the  Consumer's  Dollar." 

Mr.  Chairman,  I  don't  know  whether  you  want  me  to  go  into 
details,  or  not.  It  is  rather  interesting.  There  are  original  methods 
of  making  his  comparisons  and  analyses. 

The  CaiiRMAN.  We  have  a  copy  of  that  here.  If  there  is  any- 
thing you  want  to  comment  on,  1  suggest  that  you  do  that. 

Mr.  Kamper.  Yes;  there  is  one  pomt  here  that  I  want  to  make 
some  comment  upon.  In  the  first  place,  this  report  brings  out  that 
there  is  no  profiteering  among  the  retailers  at  Madison,  Wis.  That 
report  was  substantiated  practically  all  over  the  United  States  by 
all  the  men  who  were  competent  to  judge. 

Now,  there  is  a  table  here  of  margins  received  by  retailers  on  various 
commodities  in  1919.  We  have  not  that  brought  down  to  date. 
They  have  a  column  showing  the  usual  margin,  one  showing  the 
highest  margin,  and  one  showing  the  lowest  margin.  On  cream 
the  usual  margin  was  8  per  cent,  the  highest  margin  20  per  cent, 
the  lowest  margin  8  per  cent.  On  butter  the  usual  margin  was  from 
7  to  10  per  cent,  the  highest  margin  10  per  cent,  the  lowest  margin 
3  per  cent. 

On  flour  the  usual  margin  was  from  7  to  10  per  cent,  the  highest 
margin  15  per  cent,  the  lowest  margin  3  per  cent.  On  eggs  the  usual 
margin  was  from  8  to  13  per  cent,  the  nighest  mai^in  18  per  cent, 
the  lowest  margin  4  per  cent.  On  soap  the  usual  margin  was  from 
10  to  15  per  cent,  the  highest  margin  20  per  cent,  the  lowest  marein 
7  per  cent.  On  oleo  the  usual  margin  was  from  11  to  15  per  cent,  tne 
highest  margin  38  per  cent,  the  lowest  margin  9  per  cent.  On  fruit 
the  usual  margin  was  from  10  to  20  per  cent,  the  highest  maran 
35  per  cent,  the  lowest  margin  8  per  cent.  On  bread — this  is  vital— 
the  usual  margin  was  from  10  to  20  per  cent,  the  highest  mai^  24 
per  cent,  the  lowest  margin  7  per  cent.  On  lard  the  usual  margin 
was  from  15  to  20  per  cent,  the  nighest  margin  25  per  cent,  the  lowest 
margin  9  per  cent.  On  cereals  the  usual  margin  was  from  10  to  23 
per  cent,  the  highest  margin  25  per  cent,  the  lowest  margin  5  per 
cent.  On  cheese  the  usual  margin  was  20  per  cent,  the  highest 
margin  25  per  cent,  the  lowest  margin  5  per  cent.  On  coffee  the  usual 
margin  was  20  per  cent,  the  highest  margin  30  per  cent,  the  lowest 
margin  9  per  cent.  On  meats,  canned,  the  usual  mai^n  was  20  per 
cent,  the  nighest  margin  33.  per  cent,  the  lowest  margin  12  j>er  cent. 
On  meats,  fresh,  the  usual  margin  was  20  per  cent,  the  highest  margin 
25  per  cent,  the  lowest  margin  17  per  cent.  On  bottled  ^oods  uie 
usual  margin  was  from  20  to  25  per  cent,  the  highest  margin  35  per 
cent,  the  lowest  margin  10  per  cent.  On  canned  goods  the  usual 
margin  was  from  20  to  25  per  cent,  the  highest  margin  33  per  cent, 
the  lowest  margin  12  per  cent.  On  cookies  the  usual  mai^in  was 
from  20  to  25  per  cent,  the  highest  margin  30  per  cent,  the  lowest 
margin  5  per  cent.  On  tea  the  usual  margin  was  20  to  25  per  cent, 
the  highest  margin  40  per  cent,  the  lowest  margin  15  per  cent.  And 
on  candy  the  usual  margin  was  25  per  cent,  the  highest  margin  40 
per  cent,  the  lowest  margin  20  per  cent. 
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Representative  Ten  Eyck.  Are  those  gross  or  net  ? 

Mr.  Kamper.  These  are  gross. 

Representative  Mills.  What  is  the  average  ? 

Mr.  ELA.MPER.  He  has  not  averaged  them  in  this  figure.  He  simply 
sav5  the  usual  margin  ranges  from  a  certain  per  cent  to  another  cer- 
tain per  cent.     He  says  in  the  closing  sentence  of  the  paragraph: 

The  usual  margins  received  ranged  from  7  to  25  per  cent,  depending  upon  the 
various  conditions  or  characteristics,  some  of  which  have  been  noted. 

Repr^entative  Ten  Eyck.  What  is  the  groceryman^s  overhead, 
expressed  in  per  cent  of  cost  of  operation  i 

Mr.  Kamper.  There  are  two  classes;  it  varies  from  25.3  per  cent 
down  to — the  Harvard  University  bureau  says  to  about  14  per  cent. 

Representative  Ten  Eyck.  How  can  the  groceryman  live  under 
those  conditions  ? 

Mr.  Kamper.  He  can  not  live  under  those  conditions.  Of  the  men 
who  enter  the  grocery  business  5  per  cent  of  them  are  successful,  15 

ter  cent  st€ig^er  along  on  the  ragged  edge,  and  80  per  cent  go  out  of 
usiness  witnin  seven  years. 

Representative  Ten  Eyck.  These  gross  margins  that  you  have 
read,  are  they  taken  from  successful  grocers,  or  imsuccessful  grocers  ? 

Mr.  Kamper.  I  am  not  prepared  to  answer  that;  I  am  simplyread- 
ing  his  report  of  the  stores  the  investigator  found  in  Madison,  Wis. 

Representative  Mills.  Well,  is  there  not  something  wrong  about  a 
system  of  that  kind  i 

Mr.  Kamper.  It  can  be  improved.  There  is  no  standard  by  which 
we  can  proceed. 

Representative  Mills.  With  80  per  cent  of  the  men  in  the  business 
sta^ering  along  toward  inevitable  failure,  who  is  carrying  the  cost 
of  that? 

Mr.  Kamper.  The  general  public  is  carrying  the  cost  of  the  80  per 
cent  of  failures.    That  is  distributed  very  broadly,  however. 

Representative  Mills.  Yes;  I  understand.  But  that  shows  that 
there  is  somethinjg  wrong,  does  it  not  ? 

Mr.  Kamper.  That  backs  up  my  statement  I  made  awhile  ago  that 
if  we  had  some  method  of  finding  out  whether  a  man  is  competent 
before  he  is  allowed  to  enter  the  business  it  would  help  considerably. 

Now,  here  is  a  thing  occurring  and  which  is  very,  very  important: 
That  is  the  question  of  how  to  figure  costs.  I  believe  you  will  find 
in  a  good  many  schools  and  schoolbooks  that  they  actually  give 
examples  to  children  saying  something  like  this :  If  a  merchant  pays 
15  for  an  umbrella  and  sells  it  for  $7,  please  tell  how  much  profit  that 
man  has  made,  in  percentage.  And  I  think  they  figure  almost 
invariably  upon  the  cost  price  of  the  article  alone,  and  that  is  wrong, 
because  his  percentage  depends  upon  the  cost  price,  plus  the  cost  of 
merchandising,  and  his  only  profit  is  the  selling  price  of  the  article, 
less  the  cost  of  the  article  and  the  expenses  of  merchandising.  In 
other  words,  he  has  to  make  his  expenses  on  the  selling  price,  or  the 
amount  that  he  can  sell  for.  I  think  that  is  a  fundamental  question 
that  we  need  to  develop  very  carefully  in  merchandising.  I  think 
that  is  where  a  majority  of  the  men  who  engaged  in  business  go  broke. 
I  think  a  majority  of  the  salesmen  who  go  out  on  the  road  to  sell  goods 
make  their  talk  on  that  calculation,  and  will  tell  a  merchant  that  is 
the  way  to  figure  his  cost  of  merchandising.     And  if  a  salesman  does 
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tell  a  man  that,  he  is  leading  that  man  into  bankruptcy  just  as  sure 
as  fate. 

Here  is  another  thing  to  be  developed  from  research,  something 
which  interests  a  great  many  people.  I  know  they  are  interested, 
because  people  will  come  into  my  store — a  lady,  who  is  interested 
in  the  enterprise,  will  come  into  my  store  and  say,  *'Mr.  Kamper, 
we  are  going  to  have  a  little  church  festival  out  here,  and  I  came  in 
to  get  some  help  from  you.  I  am  a  good  customer  of  vours,  and  1 
want  you  to  give  me  a  donation  for  the  festival."  -4jid  she  will 
want  me  to  give  her  $10  or  $15  worth  of  goods.  She  is  making  her 
plea  because  she  is  a  good  customer  of  mme.  If  I  look  at  her  and 
say,  *^  Yes,  vou  are  a  good  customer  of  mine;  you  spend  $50  a  month 
with  me;  that  is  $600  a  year,  but  I  make  only  $18  out  of  you  for 
that  year's  business."  In  other  words,  I  am  operating  for  a  3  per 
cent  net  margin.  That  is  all  I  get  out  of  my  business,  and  any 
merchant  who  is  running  his  business  on  the  right  basis  and  is  get- 
tinj^  3  per  cent  is  doing  a  wonderful  business.  When  I  say  a  won- 
dertul  business,  I  mean  that  he  is  watching  his  turnover,  and  watch- 
ing his  business  to  make  all  he  can.  We  strive  to  get  5  per  cent, 
but  we  can  not  make  it.  The  Harvard  bureau  wiU  say  that  the 
average  is  2  per  cent.  But  I  am  running  a  pretty  big  business,  and 
yet  I  am  able  to  make  but  3  per  cent  in  my  sales. 

Representative  Mills.  But  that  does  not  tell  the  whole  stor}\ 
because  you  can  turn  your  capital  over  fast  enough  to  make  a  good 
profit. 

Mr.  Kamper.  Yes;  and  that  is  the  reason  why  we  are  satisfied 
with  3  per  cent. 

Representative  Mills.  For  instance,  the  packers  say  they  make 
1  per  cent,  and  yet  they  are  generally  held  up  to  the  public  as  being 
profiteers,  if  they  make  1  per  cent. 

Representative  Ten  Eyck.  They  have  14  turnover. 

Mr.  Kamper.  I  was  much  interested  in  the  statements  of  my 
banker,  who  is  a  friend  of  mine  from  Mississippi.  He  has  known  me 
ever  since  I  was  a  small  boy,  and  when  I  went  in  one  day  he  said  to 
me,  '^Kamper,  you  are  simply  crazy  if  you  think  you  are  going  to 
operate  on  a  3  per  cent  margin."  He  is  a  banker  and  an  ex-countrv 
merchant. 

Here  is  an  interesting  thing  about  these  stores  in  Madison.  He 
has  grouped  them  according  to  size.  There  are  79  stores,  and  he 
has  grouped  them  according  to  size,  and  there  are  8  stores  under 
$10,000,  and  the  aggregate  sales  are  $33,563.28,  and  the  average 
sales  per  store  were  $4,195;  per  cent  of  stores,  10.1;  per  cent  of 
aggregate  sales,  1  per  cent.  Tnere  were  19  stores  of  from  $10,000  to 
$20,000,  with  aggregate  sales  of  $250,864.19;  average  sales  per  store, 
$13,203;  per  cent  of  stores,  24  per  cent;  per  cent  of  ag^egate  sales. 
7.5.  There  were  1 1  stores  of  from  $20,000  to  $30,000,  with  aggregate 
sales  of  $262,402.97;  average  sales  per  store,  $23,855;  per  cent  of 
stores,  14  per  cent;  per  cent  of  aggregate  sales,  7.9.  There  were  11 
stores  of  from  $30,000  to  $40,000,  with  aggregate  sales  of  $383,991.61: 
average  sales  per  store,  $34,908;  per  cent  ofstores,  14  per  cent;  per 
cent  of  aggregate  sales,  11.5  per  cent.  There  were  14  stores  of  from 
$40,000  to  $50,000,  with  aggregate  sales  of  $618,840.05;  average 
sales  per  store,  $44,203;  per  cent  of  stores,  17.7  per  cent;  per  cent  of 
aggregate  sales,  18.6  per  cent.    There  were  6  stores  of  from  $50,000 
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to  $60,000,  with  aggregate  sales  of  $316,651.85;  average  sales  per 
store,  $52,775;  per  cent  of  stores,  7.6  per  cent;  per  cent  of  aggregate 
sales,  9.5  per  cent.  There  were  5  stores  of  from  $60,000  to  $100,000, 
with  aggregate  sales  of  $359,312.58;  average  sales  per  store,  $71,862; 
per  cent  of  stores,  6.3  per  cent;  per  cent  of  aggregate  sales,  10.8  per 
cent.  There  were  5  stores  of  $100,000  and  over,  with  aggregate  sales 
of  $1,101,270.37;  average  sales  per  store,  $220,254;  per  cent  of  stores, 
6.3  per  cent;  per  cent  of  aggregate  sales,  33.2  per  cent.  The  total 
volume  of  business  was  $3,326,896.90. 

The  five  stores  of  $100,000  and  over  did  a  business  of  $1,101,270.37 
as  against  a  total  volume  of  business  in  this  town  of  $3,326,896.90. 
And  from  this  statement  he  has  arrived  at  the  conclusion  that  the 
larger  stores  have  lower  costs  of  operation. 

Xow,  I  am  bringing  that  point  out,  because  the  Harvard  Univer- 
sity's conclusion,  based  on  a  study  of  seven  years,  is  exactly  to  the 
contrary;  their  conclusion  is  that  the  small  store,  well  conducted, 
operates  more  economically. 

Representative  Ten  Eyck.  What  was  the  average  overhead  of  the 
stares  that  operate  more  economically  ? 

Mr.  Kamper.  The  Harvard  University  stores  i 

Representative  Ten  Eyck.  Yes. 

Mr.  Kamper.  I  will  have  to  bring  that  out  just  as  I  come  to  it. 

Representative  Ten  Eyck.  Very  well. 

Mr.  Kamper.  Now,  here  is  a  very  important  point,  generally, 
bearing  on  the  question  of  turnover.  All  of  you  know  that  if  a 
manufacturer — it  does  not  make  any  difference  whether  he  has  1 
employee  or  100  employees — can  keep  his  factory  running  and  his 
organization  going  contmuously  at  a  steady  stream,  he  is  running 
his  factory  and  operating  it  more  economically  and  more  efficiently, 
and  will  keep  it  better  organized  than  if  heruns  with  a  big  splurge 
during  the  first  part  of  the  month  and  then  shuts  down  for  the 
balance  of  the  month.  It  is  a  question  of  efficient  handling.  This 
man  brings  this  out  in  this  study.     [Reading:] 

The  size  of  the  retailer's  balance  is  in  reality  a  reward  for  his  efficiency.  Com- 
f>etition  is  keen  indeed.  Among  .SO  titore?  studied,  8  lost  amounts  ranging  from  $200 
1"  11,921,  while  :?ome  made  balanc  e3  around  $3,000.  Those  who  made  money  and  those 
irbo  made  the  highe:t  profits  eold  goods  of  the  ^ame  quality  for  practically  the  ?ame 
pri'.e^  The  losses  were  directly  the  re.^^ult  of  either  ?mali  size  of  business  causing 
?X(e>ive  cost-?  due  to  ineffi  iency,  or  to  inability  to  pun hase  supplie.^  or  products  in 
I'cordance  with  the  needs  of  the  busine  s. 

It  is  the  economic  duty  of  private  middlemen  to  buy  as  cheaply  as  they  can  and  to 
^♦'ll  at  the  highe  t  pri'  e>  obtainalJe  under  fair  competition.  This  i^  true  regardless 
>f  the  price  whi  h  the  retailers  may  have  to  pay  for  the  productM.  The  man  who  can 
>uy  ( heaply  is  just  as  mu(  h  entitled  to  sell  at  the  current  consumer  price — 

This  is  sometliing  the  Food  Administration  did  not  allow  us  to  do. 
Continuing  reading:] 

IS  are  those  who  were  obliged  to  pay  exce^.  ive  prices  for  their  goods.  That  the  prices 
^hifh  consumers  pay  retaile-s  ri-e  relatively  high  at  times  i«  proof  of  a  shortage  of 
'fipply  80  far  a-?  either  the  retailer  or  the  ( onsumer  is  con(  erned. 

Now,  to  my  mind  tliis  is  the  milk  in  the  coconut.  [Continuing 
reading:] 

The  middleman  who  pa  s  more  for  supplies  than  competitive  conditions  require, 
^r  sells  to  confeumerd  for  less  tlian  the  market  situation  justifies,  is  manipulating  eco- 
nomic conditions  to  the  detriment  of  both  producers  and  consumers.  On  the  con- 
sumer side,  when  prices  are  lower  than  can  be  obtained  the  low  prices  artificially 
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register  a  sufficient  suppW,  when  in  reality  there  is  not.  The  result  is  that  producers 
are  paid  lower  prices.  In  turn,  lower  prices  reduce  supply,  to  the  detriment  of  both 
consumers  and  producers.  On  the  contrary,  when  more  is  paid  for  products  than  is 
necessary,  the  high  prices  artificially  register  a  shortage  in  supply  when  in  reality 
there  is  no  shortage.  Moreover,  high  prices  encourage  production  when  it  ifl  not 
needed.  This  leads  to  oversupply,  with  falling  prices  to  producers  as  a  result.  To 
avoid  such  manipulation  it  is  necessary  that  all  retailers  buy  at  as  low  prices  as  com- 
petition permits  and  sell  for  as  high  prices  as  competitors  receive. 

Then  he  goes  on  with  another  paragraph,  entitled  ''Monopolists 
are  the  only  profiteers."  There  are  certain  people  who  are  much 
interested  in  tnat. 

And  he  brings  in  another  paragraph  on  ''Causes  of  inefficiency  in 
retail  system/'     I  suppose  you  would  like  to  hear  that.     [Reading] 

The  distribution  of  Madison's  food  supply  is  now  accomplished  by  so  many  retails 
that  the  average  ones  do  too  small  a  business.  Altogether  too  large  a  number  are 
inexcusably  small.  The  small  retailer  can  not  buy  efficiently.  Because  more  tian 
two-fifths  of  the  food  supply  of  Madison  is  purchased  by  exceedingly  small  concerns, 
competition  is  r^ulat«d  by  retailers  who  are  inefficient  buyers.  The  two  chief  weak- 
nesses of  the  present  retail  system  are  that  the  costs  of  operating  small  stores  are  greater  ; 
than  those  of  large  stores  and  that  small  size  prevents  efficient  buying. 

The  public  tends  to  assume  that  price  cutting  is  the  secret  of  doing  bufiness  suc- 
cessfully. This  is  a  practice,  however,  of  small  and  inefficient  storekeepers  only. 
Yet,  in  spite  of  frequently  selling  special  articles  at  cut  prices,  numerous  stores  which 
do  this  obtain  no  smaller  annual  margins  than  do  laige  t^tore?.  The  reductions  of 
margin  on  some  articles  are  usually  balanced  by  higher  margin?  on  goods  that  are 
not  advertised  or  sold  as  ppecialties.  To  buy  at  the  lowest  possibl-e  prices  and  to  sell 
at  the  highest  prices  obtainable,  consistent  with  efficient  performance  of  retail  services, 
leads  every  emcient  store  manager  to  solicit  business,  not  by  price  cutting,  but  by 
proving  to  customers  that  they  secure  more  for  their  mjoney  at  one  place  than  at 
another.     Public  welfare  demands  larger  volume  of  products  per  store. 

There  are  two  current  ideals  of  business.  One  is  based  on  maximum  sales  at  lowest 
maigins  to  seciu"e  similar  aggregate  profits;  the  other  is  based  on  minimum  sales  at 
maximum  margins.  The  former  is  more  in  keeping  with  public  interest.  The  laiye 
store  can  buy  cheaply  enough  to  make  a  profit  when  the  small  store  is  losing  money. 
Moreover,  the  large  store  can  study  and  find  means  of  reducing  costs  which  the  small 
concern  can  not  do.  ThLs  is  so  because  small  stores  make  insufficient  money  to  pay 
even  proper  wages,  without  hiring  experts.  To  assume,  therefore,  that  large  stores 
will  voluntarily  reduce  prices  in  order  to  drive  smaller  stores  from  the  field  is  not 
generally  in  keeping  with  retail-store  customs  and  practice. 

Under  present  conditions,  therefore,  margins  received  by  retailers  are  regulated 
generally  by  the  width  of  margin  required  to  keep  the  small,  inefficient  store  in  busi- 
ness, 'f his  is  unfortunate  because  the  small  store,  as  such,  "has  not  the  funds  with 
which  to  pay  for  management  which  ^vill  take  the  initiative  in  improving  retail  con- 
ditions. It  is  powerless  actively  to  stimulate  conditions  among  tlie  retailers  of  the 
city  which  will  generally  result  Tn,  first,  creating  greater  efficiency  in  buyini?;  second. 
reaucing  operating  expenses;  and  third,  reducing  margins.  Neither  can  these  small 
stores  bring  about  needed  improvements  of  a  strictly  trade  character,  as,  for  example. 
standardized  accounting,  systematized  and  unified  deliveries,  uniform  credit  systems. 
and  other  desirable  features. 

I  will  not  go  on  and  take  up  a  lot  of  your  time  on  that. 

Representative  Ten  Eyck.  Have  you  any  information  in  relation 
to  the  relative  bearing  of  overhead  to  the  capitalization  of  the  store 
and  to  its  business  ? 

Mr.  Kamper.  Yes;  I  can  give  you  that  very  concretely. 

Representative  Ten  Eyck.  In  other  words,  I  would  like  to  find 
how  the  overhead  in  the  smaller  grocery  store  compares  with  the 
overhead  in  the  larger  grocery  store. 

Mr.  Kamper.  I  have  some  bulletins  here  that  are  very  enlightening 
on  those  subjects.  This  is  a  bulletin  entitled  *' Expenses  m  Oper- 
ating Retail  Grocery  Stores,"  published  by  the  Business  Research 
Bureau  of  Harvard  University  in  November,  1915. 
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In  the  first  place,  Mr.  Chairman,  here  is  a  system  of  accounts  of 
bookkeeping  that  I  would  like  to  put  in  the  record.  It  is  a  system  of 
accounts  for  retail  grocers,  and  covers,  I  think,  every  item  of  expense 
for  the  system.     These  are  simply  blanks. 

The  Chairman.  Without  objection,  they  may  go  into  the  rcord. 

(The  system  accounting  blanks  referred  to  are  nere  printed  in  full, 
as  follows:) 

Publication  GP 
BUREAU  OF  BUSINESS  RESEARCH. 

Harvard  University. 

graduate  school  of  business  administration. 

Harvml  system  of  accounts  for  retail  grocers — Profit  and  loss  statement  for  period  extend- 
ing/rom 191..,  to ,  191... 

No 191.. 

(Number  only  (Date  of  filling 

without  name.)  statement.) 

[A  brief  explanation  after  each  item  is  given  on  this  sheet.  A  fuller  explanation  is  given  in  the  accom- 
pgnyine  pamphlet,  Publication  GX,  numbered  correspondingly,  which  it  is  advisable  to  read  also;  where 
•^edauv  advisable,  there  is  after  each  item  a  notation— "  See  Publication  OX."  Ledger  items.  30  in  num- 
ber, are  indicated  by  italics.  Note,  however,  that  only  29  of  the  49  numbers  on  this  sheet  will  be  required 
M  Wg«r  accounts  by  any  retail  erocer.  The  other  numbers  are  for  group  titles  or  for  items  derived  by 
HdinK,  subtracting,  or  multiplying  other  items.  Fiuthermore,  of  the  29  ledger  accounts,  probably  not 
Bore  than  4  will  be  used  on  the  average  daily,  and  8  more  on  the  average  weekly,  by  many  stores.] 

Merchandise  statement:  ^^^ 

See  Publication  GX.  age. 

1.  Gross  sales 

All  sales,  cash  and  chaise. 

Lees  2.  Returns  and  allowances 

Merchandise  returned  by  customers,  and  al-  = — 

lowances  made  to  customers  for  any  sort  of 
defect  in  goods  or  for  return  of  containers. 

3.  Netsalee 100 

Gross  sales  less  returns  and  allowances  (2). 

4.  Inventory  of  merchandise  at  beginning  of  period 

See  Publication  GX. 

5.  Purchases  of  merchandise  at  billed  cost 

Deduct  no  cash  discount. 

6.  Freight,  express ^  and  cartage  on  purchases  of  mer- 

chandise  

Incoming  merchandise  only.  

7.  Total  merchandise  cost 

Add  (4),  (5),  and  (6). 

8.  Inventory  of  merchandise  at  end  of  period 

At  billed  cost,  cash  discount  not  deducted. 

Lees  9.  Discount  on  inventory  of  merchandise 

Multiply  (8)  by  average  cash  discount 
taken  on  (5).    See  Publication  GX. 

10.  Depreciation  of  merchandise 

However  reckoned.    See  Publication 

GX. 


11.  Net  inventory  of  merchandise  at  end  of  period 

Subtract  sum  of  (9)  and  (10)  from  (8). 

12.  Net  cost  of  merchandise  sold 

Subtract  (11)  from  (7). 

13.  Profit  on  merchandise 

Subtract  (12)  from  (3). 

14.  Cash  discounts  taken  on  purchases  of  merchandise . . 

15.  Gross  profit  on  merchandise 

Add  (13)  and  (14). 

91341— 22— VOL  3 28 
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Expense  statement: 
Buying  expense — 

16.  Salaries  and  wages  of  btuying  force 

Includes  that  part  of  salary  of  proprietor, 
manager,  or  buyer,  proportionate  to  time 
given  to  buying.    See  Publication  GX. 

17.  Other  buying  expense .- 

Traveling  and  other  expense  incurred  in 
buying  not  covered  by  (16). 

18.  Total  buying  expense 

Add  (16)  and  (17). 
Selling  expense — 

19.  SaUxries  and  toages  of  sales  force 

Includes  that  part  of  salary  of  proprietor, 
manager,  or  Duyer,  proportionate  to  time 
given  to  selling,  to  directing  selling,  and 
to  order  collection.    See  Publication  GX. 

20.  Advertising 

Newspaper,  periodical,  circular,  display, 
other.    See  Publication  GX. 

21.  Wrappings  and  miscellaneous  sellirig  expense 

Wrapping  paper,  cartons,  twine,  saleman'a 
order  blanks,  but  not  containers. 

22.  Total  selling  expense 

Add  (19)-(21). 
Delivery  expense — 

23.  Wages  of  delivery  force 

See  Publication  GX. 

24.  Other  delivery  expense 

Stable  or  garage  expense,  including  repairs, 
rent,  upkeep,  taxes,  depreciation,  and  in- 
surance on  delivery  equipment.  Also  pay- 
ments for  express,  parcel  postage,  and  con- 
tract delivery  service — outgoing.  See  Pub- 
lication GX. 

25.  Total  delivery  expense 

Add  (23)  and  (24). 
Management  expense — 

26.  Management  and  office  salaries 

Includes  that  part  of  salary  of  proprietor,  man- 
ager, or  buyer,  proportionate  to  time  given 
to  managing.    See  Publication  GX. 

27.  Office  supplies  and  expense 

Stationery,  account  books,  forms,  printing  and 

Fostage — not  advertising. 
management  expense 

Add  (26)  and  (27). 
Fixed  charges  and  upkeep  expense — 

29.  Rent 

Store  and  warehouse  space,  excluding  stable, 
garage,  heat,  light,  power,  and  suorentals 
received.    See  Publication  GX. 

30.  Heatj  lights  and  power 

See  Publication  GX. 

31 .  Insurance  on  Htock  and  store  equipment 

Prorated  per  period.  Not  for  insurance  on 
owned  store  or  on  delivery  equipment.  See 
Publication  GX. 

32.  Taxes 

On  stock  and  store  equipment;  not  on  owned 
store  or  on  delivery  equipntent.  See  Pub- 
lication GX. 

33.  Repairs  and  renewals  of  store  equipment 

Repairs  to  and  upkeep  of  fixtures,  furniture, 
n^achines;  also  new  equipment  to  replace 
old.    See  Publication  GX. 


Digiti 


ized  by  Google 


AGRICULTURAL,  INQUIRY.  435 

Expense  slatement — Continued. 

Fixed  charges  and  upkeep  expense — Continued. 

34.  Depreciation  of  store  equipment 

Kate, per  cent.    See  Publication  GX.  

35.  Totnljixed  charges  and  upkeep  expense 

Add  (29H34). 
Miscellaneous  expense— 

36.  Telephone 

37.  Tee  and  cold  storage 

38.  Other  miscellaneous  expense 

Telegraph;  water;  care — ^janitor,  cleaning,  and 

sundries  not  elsewhere  covered.    See  Publi- 
cation GX. 

39.  Total  miscellaneous  expense 

Add  (36H38). 

40.  Losses  from  bad  debts 

Accounts  receivable  without  hope  of  collec-  

tion. 

41.  Total  of  expense  statement 

Add  (16H40).  

42.  Net  profit  (or  loss)  from  merchandise  operations. .  

Difference  between  (41)  and  (15). 

43.  Other  profits  and  losses 

Profits  such  as  interest  on  bank  balance,  sales  

of  packing  cases  and  waste  paper,  tolls  from 
telephone  pay  station,  rent  earned.  Losses 
such  as  miflpjng  goods,  damage,  theft.  See 
Publication  GX.    Net  balance.    Loss  in  red . 

44.  Total  operating  net  profit  {or  loss)  of  Oie  period. ..  

Add  (43)  to  or  subtract  it  from  (42). 
Application  of  total  operating  net  profit: 

45.  Interest  on  capital — Borrowed 

From  bankers,  manufacturers,  or  others. 

46.  Interest  on  capital — Owned 

At  current  local  rate.    Never  for  joint-stock 
companies  and  corporations.    Give  amount 

of  capital,  $ and  rate, per  cent. 

See  Publication  GX. 

47.  Dividends  on  capital  stock 

Required  by  corporation  and  joint-stock  com-  

panics  only.    Give  amount  of  stock  $ , 

rate  of  dividend, per  cent.    See  Pub- 

lir;ation  GX. 

48.  Total  interest  and  dividends 

Add  (45)-(47).  

49.  Final  surplus  (or  deficit)  for  the  period 

Add  (48)  to  or  subtract  it  from  (44). 

Publication  GP.  Supplement  to  Publication  GX,  Bulletin  No.  3,  Bureau  of  Busi- 
ne»  Research,  Graduate  School  of  Business  Administration,  Harvard  Univerrity — 
1»14. 
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Now,  this  matter  will  take  a  little  time,  but  if  you  will  bear  with 
me  I  think  you  will  be  interested  in  it.     [Reading:] 

What  does  it  cost  to  operate  a  retail  grocery  store?  How  often  should  the  8to<k 
be  turned?  What  are  the  average  sales  per  sales  person?  In  order  to  anfiwer  such 
questions  as  these  and  to  learn  the  best  practice  in  store  management,  the  bureau  is 
collecting  exact  figures  and  other  specific  information  from  retail  grocers.  A  pre- 
liminary summary  of  the  figures  which  have  been  obtained  up  to  the  present  time 
is  presented  in  this  bulletin. 

The  bureau  o!  business  research,  it  may  be  explained  for  the  benefit  of  those  who 
are  not  sdready  familiar  with  its  work,  was  established  in  I9II  by  the  graduate  school 
of  business  administration  of  Harvard  University  as  an  agency  for  the  scientific 
study  of  business  methods  and  problems.  Becaiise  of  the  need  for  scientific  research 
in  marketing,  the  bureau  began  with  that  subject.  The  retail  shoe  trade  was  firrt 
investigated,  and  in  June,  1914.  a  similar  study  of  the  retail  grocery  trade  was  be- 
gun. The  shoe  research  is  now  being  extended' to  the  marketing  of  fdioes  by  whole- 
salers and  manufacturers.  Later  other  branches  of  wholesale  and  retail  trade  will 
be  studied.  The  grocery  research  is  thus  part  of  a  comprehensive  study  of  the  sub- 
ject of  marketing. 

And  so  forth. 

Representative  Mills.  What  is  the  number  of  that  bulletin  ? 

Mr.  Kamper.  This  is  Bulletin  No.  5. 

Representative  Mills.  Does  that  tell  the  whole  story  ? 

Mr.  Kamper.  That  tells  the  original  story.  You  have  that 
there,  I  believe. 

The  Chairman.  I  think  we  have  it. 

Mr.  Kamper.  Now,  getting  into  the  summary  table  of  percentages 
and  other  figures  for  retail  grocery  stores,  the  tnree  columns  are  low, 
high,  and  common.  Then,  there  is  a  column  headed  "Standards 
attained  by  a  group  of  more  efficient  stores."  This  refers  to  the 
cash-and-carry  stores  figured  on  the  costs  of  sales. 

Gross  profit  on  mercnandise,  low,  14.6  per  cent;  high,  27.9  per 
cent;  common,  21  per  cent.  Salaries  and  wages  of  buying  force,  low, 
one-tenth  of  1  per  cent;  high,  2.4  per  cent;  common,  one-half  of  1 
per  cent.  Other  buying  expenses  in  the  low  was  nothing;  in  the 
n^h  was  one-half  of  1  per  cent;  and  in  the  common  was  one-fifth  of 
1  per  cent.  Total  buying  expense,  in  the  low,  one-tenth  of  1  j>er 
cent;  in  the  high,  2.4  per  cent;  in  the  common,  one-half  of  1  per  cent. 
Salaries  and  wages  of  sales  force,  in  the  low,  3.5  per  cent;  *m  the  high. 
10.6  per  cent;  in  the  common,  6.5  per  cent.  Aavertising,  in  the  low 
was  one-hundredth  of  1  per  cent;  in  high,  1.18  per  cent;  common, 
one-tenth  of  1  per  cent.  Wrappings  and  miscellaneous  selling  ex- 
penses, in  the  low,  three  one-hundred ths  of  1  per  cent;  high,  1.4  per 
cent;  common,  four-tenths  of  1  per  cent.  The  more  efficient  stores 
were  operating  on  three-tenths  of  1  per  cent.  The  total  selling  ex- 
pense m  the  low  was  4.4  per  cent;  in  the  high,  10.8  per  cent;  in  the 
common.  7  per  cent;  and  the  more  efficient  stores,  5.5  per  cent. 

Representative  Ten  Eyck.  Will  you  tell  me  what  you  mean  by 
low  and  high  ? 

Mr.  Kamper.  He  refers  to  the  '^low"  as  the  merchants  who  op- 
erate on  the  lowest  cost  of  doing  business,  and  to  the  *'high"  as  the 
merchants  who  operate  on  the  highest  cost  of  doing  business,  and  the 
common  figure  is  the  figure  which  is  most  generaUy  apphed.  Nov^, 
you  might  take  that  for  practical  purposes.  That  was  not  the  aver- 
age, but  where  the  largest  majonty  of  the  merchants  operated,  at 
that  figure. 
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Wages  of  ddivery  force,  in  the  low,  0.6  per  cent;  in  the  high,  3.5 
per  cent;  cx)nimon  1.5  per  cent.  Other  deUvery  expenses,  low,  0.3 
per  cent;  high,  3.4  per  cent;  common,  1.5  per  cent.  Total  deli  very- 
expense,  low,  1.1  per  cent;  high,  5.9  per  cent;  and  conmion,  3  per 
cmt. 

That  is  bearing  out  my  statement  of  a  while  ago,  carrying  your  own 
packages  would  make  a  saving  of  3  per  cent. 

Management  and  oflSce  salaries,  low,  0.3  per  cent;  high,  3.8  per 
cent;  common,  1.5  per  cent.  OflSce  supplies  and  expense,  low,  0.01 
of  1  per  cent;  high,  0.4  of  llper  cent;  common,  0.1  per  cent.  Total 
management  expense,  low,  4  per  cent;  high,  4  per  cent;  conunon, 
1.7  per  ceiit.  Rent,  low,  0.3  per  cent;  high,  4.1  per  cent;  and  com- 
mon figure  of  1.3  per  cent.  Heat,  light,  and  power,  low,  0.1  per  cent; 
high,  0.8  per  cent;  and  the  common  figure  is  0.3  per  cent.  Insur- 
ance on  stock  and  store  fixtures  and  store  equipment,  the  low  is  0.03 
per  cent;  the  high,  0.5  per  cent;  and  the  common  figure  is  0.1  per 
cent.  Taxes,  hut  not  mcome  taxes,  low,  0.01  per  cent;  high,  0.5 
per  cent;  and  the  common  figure  is  0.1  per  cent.  Repairs  and  re- 
newals of  store  equipment,  the  low  is  0.01  per  cent;  the  high,  1.4  per 
cent;  and  the  common  figure  is  0.1  per  cent.  Depreciation  of  store 
equipment,  low,  0.03  per  cent;  high,  0.9  per  cent;  and  the  common 
figure  is  0.2  of  1  jper  cent.  Total  fixed  charges  and  upkeep  expefise, 
low,  O.Sper  cent;  high,  5.6  per  cent;  and  the  common  figure  is  2  per 
cent.  Telephone,  low,  0.04  per  cent;  high,  0.6  per  cent;  and  the 
common  figure  is  0.2  per  cent.  The  ice  and  cold  storage  is  given  in 
two  items.  For  groceries  only  is  0.01  per  cent  for  the  low;  high,  0.6 
per  cent;  and  the  coommn  is  0.1  per  cent.  Groceries  and  meats  and 
provisions,  in  the  low  is  0.03  per  cent;  high,  0.7  per  cent;  and  the 
common  figure  is  0.3  per  cent.  Other  miscellaneous  expense,  in  the 
low,  is  0.01  per  cent;  high,  1.2  per  cent;  and  the  conmion  figure  is 
0.1  per  cent.  Total  miscellaneous  expense,  in  the  low,  is  0.1  per  cent; 
the  high  is  1.4  per  cent;  and  the  common  figure  is  0.5  per  cent. 
Losses  from  bad  debts,  0.01  per  cent  in  the  low;  2.2  per  cent  in  the 
high;  and  the  common  figure  is  one-half  of  1  per  cent.  The  total 
of  expense  statement,  in  the  low  is  10,4  per  cent;  in  the  high  25.2 
per  cent;  and  the  common  figure  is  16.5  per  cent.  Now,  the  net 
profit  from  merchandise  operations  runs  from  the  low,  a  loss  of  3.3 
per  cent;  the  high,  11  per  cent;  and  the  common  is  2.5  per  cent  to 
5.5per  cent. 

The  Chairman.  That  is  on  sales  ? 

Mr.  Kamper.  Yes,  sir. 

The  number  of  stock  turns  a  year:  For  groceries  only,  in  the  low, 
3.5;  in  the  high,  23.8;  and  the  common  figure  is  7.  In  the  most  effi- 
cient stores  tne  turnover  is  12,  the  highest  turnover  is  23.8,  and  the 
common  figure  is  7.  In  other  wordi,  there  is  a  turnover  a  little 
oftener  than  every  60  days.  The  number  of  stock  turns  per  year  in 
groceries  and  meats  and  provisions  was,  in  the  low,  7;  high,  26.4;  and 
the  common  figure  was  9;  the  more  efficient  stores  14.  The  average 
annual  sales  per  sales  person,  low,  $5,000;  high,  $20,000;  the  common 
figure  is  $10,000. 

Now,  making  a  comparison  between  1915,  which  was  at  the  be- 
ginning of  the  spectacular  rise  in  prices,  in  Bulletin  No.  18  you  will 
notice  that  there  is  a  slight  change  in  those  figures.  The  lowest  total 
expense  in  1920  was  6.57  per  cent;  the  hignest  total  expense  was 
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25.35  per  cent,  as  against  25.2  per  cent  in  1915.  The  lowest,  as  1 
have  said,  in  1919  was  6.57  per  cent,  as  against  10.4  per  cent  in  1915. 
And  the  common  figure  in  1919  was  14.6  per  cent  as  against  a  com- 
mon figure  in  1915  of  16.5  per  cent.  This  was  published  in  1920,  and 
was  for  the  year  1919,  and  the  common  figure  was  14.6  per  cent. 

Representative  Mills.  That  is  the  total  expense  ? 

Mr.  Kamper.  Yes;  outside  of  two  things.  That  is — taxes,  except 
on  buildings,  income  and  profits,  which  are  not  included;  and  another 
item  which,  to  the  practical  retail  grocer,  is  a  thing  that  breaks  as 
paany  grocers  as  anything  else,  is  the  question  of  pilfering  that  goes  on 
in  the  store.  Nobody  can  appreciate  just  what  that  means  to  a 
man  unless  you  have  had  experience  for  a  number  of  years.  The 
department  stores,  I  understand  from  a  man  who  is  supposed  to  be 
acquainted  with  those  things,  allow  a  percentage  of  2  per  cent  f(ff 

Sill ering  and  shoplifting  among  their  own  employees  ana  the  public 
rrocery  stores  have  to  allow  at  least  that  mucn,  and  there  is  a  shrink* 
age,  and  we  frequently  feel  that  the  stealing  and  pilfering  amounta 
to  as  high  as  10  or  20  per  cent.  Here  is  an  illustration,  if  you  will 
allow  me  just  to  give  you  a  concrete  illustration.  We  buy  a  box  of  i 
apples  containing,  say,  1 24  apples.  We  will  say  those  are  fancy  applea^j 
and  cost  us  3  cents  apiece.  After  the  box  is  opened  and  is  standing^ 
in  the  store,  a  good  customer  comes  in  and  says,  ''Grood  morning,, 
Mr.  Kamper,"  and  at  the  same  time  picks  up  one*  of  these  applei 
and  takes  a  bite  out  of  it,  then  turns  around  and  says,  *'Now,  1  am 
ready  to  give  you  my  order."  She  gives  me  an  order  for  groceries, 
but  I  can  not  charge  her  for  that  apple  in  that  order.     I  may  try  to 

fet  it  back,  and  may  have  a  chance  to  get  back  some  of  it,  but  if 
charged  her  for  the  apple  she  would  quit  trading  with  me  because 
she  would  think  I  am  too  small. 

Representative  Mills.  Can  you  not  take  it  out  some  other  way  I 

Mr.  Kamper.  That  is  a  very  dangerous  thing  to  do.  I  am  the 
only  man  who  is  able  to  do  it,  and  it  is  a  dangerous  thing  to  do  whew 
you  have  a  lot  of  clerks. 

Here  is  another  thing:  You  take  the  canned  goods,  like  canned 
beets  or  fish,  and  especially  sardines,  and  goods  like  bottled  drinks, 
you  would  be  surprised  how  many  people  who  are  employed  in  gro- 
cery stores  will  not  think  it  at  all  improper  to  slip  a  can  of  meat  or 
fish  into  their  pockets,  or  a  bottle  of  some  kind  of  Dottled  drinks  and 
eat  it  or  drink  it  and  not  think  at  all  it  is  stealing.  If  one  of  those 
persons  would  see  another  go  to  the  cash  register  and  take  out  some 
money,  they  would  immediately  report  that  So-and-so  was  stealing. 
But  they  do  not  think  anything  oi  it  if  thev  go  and  take  15  or  20 
cents  worth  of  canned  meats  or  some  kind  oi  drink  and  put  it  into 
their  pockets  and  eat  it  or  drink  it. 

We  run  a  bakery  in  our  store,  and  it  is  the  most  astonishing  thing 
to  see  men  who  have  been  for  years  in  the  business  when  they  see  a 
tray  of  cookies  coming  down  the  elevator  going  to  the  retail  store 
just  reach  out  their  hands  and  take  a  cookie.  It  seems  to  be  an  attrac- 
tion, just  like  sugar  drawing  flies.  And  every  time  they  take  a 
cookie  it  means  a  half  cent  or  a  cent  or  whatever  the  cost  may  be. 

On  walnuts  during  the  time  they  are  moving  slowly,  it  amounts 
from  18  to  22  per  cent. 

On  sardines  we  have  to  allow  a  shrinkage  of  at  least  20  per  cent, 
and  it  is  always  on  the  fine  Norwegian  sardines.  They  do  not  st^al 
anything  but  the  good  ones. 
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We  feel  like  the  Dago  said  to  the  lady  when  she  came  up  to  his 
pushcart  and  handled  the  cantaloupe,  and  the  Dago  handed  her  a 
coconut  and  said,  *'Lady,  pincha  da  coconut;  don't  pincha  da  can- 
taloui>e."  The  loss  on  cantaloupe-s  and  tomatoes  ana  peaches — and 
the  farmers  are  directljr  interested  in  that  thing — amounts  to  from 
25  to  35  per  cent,  which  is  simply  from  the  handling  that  people 
will  give  tnem. 

That  is  a  strange  thing.     You  watch  a  merchant  who  handles 

fieen  goods,  and  instead  of  having  a  display  of  a  lar^e  number  of 
eads  of  lettuce,  for  instance,  he  will  have  a  display  of  two  or  three 
heads  of  lettuce.  You  take  the  fancy  California  lettuce,  the  ice- 
burg  lettuce,  and  have  them  pyramided  up  five  or  six  high,  and  a 
lady  comes  in  to  buy  lettuce,  sne  invariably  wants  the  one  that  is  at 
the  bottom  always.  What  does  she  do?  She  pulls  that  whole  pile 
of  lettuce  down  to  get  to  the  one  she  wants.  And  in  doing  that  she 
spoUs  the  other  lettuce  heads.  In  other  words,  the  grocer  may  make 
a  25-cent  sale,  but  he  has  suffered  a  loss  of  50  cents  to  his  other 
lettuce. 

The  same  thing  happens  in  cantaloupes  and  tomatoes.  We  have 
to  have  shallow  bins  and  have  not  more  than  two  layers,  and  that  is 
all  we  have.  By  the  time  we  sell  those  we  have  got  to  go  to  the 
surplus  stock  and  fix  up  the  bin  again,  because  the  fruit  that  is 
bruised  and  destroyed  bv  handling  would  eat  up  all  the  profit. 

Representative  Ten  Eyck.  That  illustration  of  the  woman  and  the 
cantaloupes  has  been  brought  on  the  retail  grocer  to  some  extent  on 
account  of  selling  green  ones  to  his  customers;  the  housewife  has 
learned  that  if  she  does  not  examine  them  she  is  liable  to  get  green 
ones,  provided  she  takes  just  what  is  given  her. 

Mr.  Kamper.  Yes;  but  the  first-class  merchant  should  not  have 
anything  but  edible  goods. 

Representative  Ten  Eyck.  Let  me  ask  you,  are  you  going  to  bring 
out  later,  or  is  this  the  proper  time,  to  ascertain  the  overhead  charges 
on  the  various  sized  grocery  stores  ? 

Mr.  Kamper.  I  am  sorrv  that  there  are  no  figures  that  I  really 
can  give  you  that  are  conclusive  in  that  respect.  In  other  words,  so 
far  as  I  loiow,  there  has  been  no  analysis  made  of  the  various  stores 
in  that  connection. 

Representative  Ten  Eyck.  I  take  it  these  figures  repre^sent,  to  a 
certain  extent,  the  efficiency  of  the  operator? 

Mr.  Kamper.  They  are  more  or  less  composite  figures. 

Representative  Mills.  That  is,  between  15  and  25  per  cent? 

Mr.  ElAMPER.  Yes;  the  average  figure  is  between  14  and  25  per 
cent. 

Representative  Ten  Eyck.  What  I  am  interested  in  is,  if  we  have 
too  many  small  stores  can  they  exist,  due  to  the  small  gross  sales  ? 

Mr.  Kamper.  I  think  that  is  a  very  fine  question  to  ask,  and  it  is  a 
strange  thing  in  all  of  them,  that  with  all  the  number  of  stores,  and 
without  being  able  to  prove  one  iota  of  coercion  or  association  effort 
bv  anyone  to  control  prices,and  when  they  are  all  scrambling  to  get 
aU  the  business  they  can  get,  that  ordinary  competition  would  not 
control  that  point. 

Representative  Ten  Eyck.  Manv  of  them  go  out  of  business. 

Mr.  BjiMPER.  Eighty  per  cent  oi  them. 
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Representative  Ten  Eyck.  But  many  consumers,  for  convenience 
sake,  will  pay  a  large  price  to  the  retail  distributor.  What  I  would 
Uke  to  find  out  is  what  the  overhead  is  in  the  small  grocery  store,  with 
few  turnovers  and  few  sales  which  imdoubtedly  constitute  the 
greatest  number  of  grocery  stores  throughout  the  country. 

Mr.  Kamper.  The  only  answer  I  can  give  is  this  figure  of  25.35  per 
cent  as  the  highest  operating  expense  in  retail  grocery  stores  in  1919, 
and  the  common  figure  is  14.6  per  cent. 

Representative  Ten  Eyck.  Is  this  the  lowest  ? 

Mr.  Kamper.  No;  the  lowest  I  have  given  is  10.4  per  cent. 

Representative  Ten  Eyck.  That  was  m  1915  ? 

Mr.  Kamper.  Yes;  and  that  goes  down  in  1919  to  6.57  per  cent  as 
the  lowest.  •  | 

Now,  there  is  one  class  of  merchants  which  I  think  it  is  pertinent 
to  bring  in  here,  who  are  going  through  the  experimental  stage,  j 
don't  know  that  I  would  be  at  liberty  to  mention  the  names,  but  they 
are  claiming  to  do  business  at  5^  to  7  per  cent. 

The  Chairman.  Gross  ? 

Mr.  Kamper.  Yes;  that  is  strictly  a  self-service  store.  But  the 
fact  of  the  matter  is  that  their  figure  is  not  worth  anything,  because 
they  showed  a  deficit  last  year  oi  nearly  $7,000,000. 

Representative  Mills.  That  would  be  in  their  inventories  ? 

Mr.  KAMPiiR.  I  don^t  know,  but  the  markets  fluctuate  from  day 
to  dav  and  month  to  month,  and  you  have  got  to  take  that  into 
consideration. 

Representative  Mills.  That  would  not  have  anything  to  do  with 
operation.     You  are  dealing  with  overhead. 

Mr.  Kamper.  I  don^t  thmk  you  can  separate  these  figures  in  that 
way. 

Representative  Mills.  Then  they  are  worthless.  Either  they 
represent  the  overhead  figures,  or  you  are  taking  in  the  element  of 

Frofit  on  sales,  and  you  are  introducing  an  entirely  new  element.  As 
understand  these  figures,  they  represent  the  cost  of  overhead  oper- 
ation. 

Mr.  Kamper.  Yes ;  cost  of  overhead,  so  far  as  we  can  get  at  them. 

Representative  Mills.  And  you  are  not  entering  into  the  cost  at 
which  goods  are  bought  and  sold;  that  is  an  entirely  different  element. 

Mr.  Kamper.  Anyhow,  this  organization  is  in  an  experimental 
stage,  and  I  do  not  think  that  these  figures  can  be  taken  as  a  criterion 
or  basis,  because  they  have  not  been  operating  long  enough.  Some 
places  they  operate  more  efficiently;  some  places  they  nave  been 
operating  at  these  figures. 

Representative  Ten  Eyck.  It  would  be  important  to  know 
whether  these  efficient  stores  are  large  or  small,  and  whether  they  are 
in  the  system  of  chain  stores,  or  whether  they  are  one-house  stores,  so 
to  speak. 

Air.  Kamper.  As  a  rule  they  are  chain  stores. 

Now,  he  has  a  comment  on  all  those  things.  On  the  question  of 
stock  turn,  he  says  this  [reading] : 

The  lowest  rate  of  stock  turn  reported  in  1919  was  0.55  timee  a  year,  the  highest  29.2 
times.  The  store  showing  the  highest  rate  of  stock  turn  was  the  one  that  sold  not  onh' 
groceries  but  fresh  fruits,  vegetables,  and  meats;  nevertheless,  numerous  stores  haiia- 
ling  only  groceries  showed  a  rate  of  stock  turn  substantially  higher  than  the  average. 
The  common  figure  for  stock  turn  in  1919  was  8.3  times  a  year. 
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You  will  recall  the  figure  in  1915  was  seven  times  a  common 
figure.    [Continuing  readmg:] 

A  comparison  of  the  rate  of  stock  turn  for  1918  and  1919  in  60  identical  stores 
showed  practically  no  change  in  the  latter  year. 

The  store  with  the  lowest  total  expense  in  1919  had  a  stock  turn  of  13.2  times  a 
year.    All  the  expenses  in  this  store  were  lower  than  the  average. 

The  rate  of  stock  turn  is  determined  by  dividing  the  average  inventory  into  the 
cost  of  merchandise  sold,  not  into  the  sales. 

A  common  error  is  to  divide  it  into  the  sales. 

Representative  Mills.  Do  they  give  anywhere  the  average  profit 
on  the  turnover  ? 

Mr.  Kamper.  Yes;  in  this  1915  report  they  gave  the  average  as 
2  per  cent,  there.     This  table  does  not  give  it. 

Representative  Mills.  If  the  average  turnover  was  8i,  and  the 
average  profit  2  per  cent,  that  would  mean  an  average  profit  on 
capita  invested  oi  about  17  per  cent,  would  it  not  ? 

Mr.  EjkMPEB.  No,  sir;  because  we  are  dealing  here  strictly  with 
the  merchandise  turnover,  and  are  not  dealing  with  his  cash  in 
bank,  or  his  fixture  account.  This  is  stock  here.  This  is  not  turn- 
over on  his  capital;  although  if  you  could  find  that  out  on  the  same 
basis,  you  could  get  at  that  figure.  That  is,  if  he  had  $4,000  in- 
vested and  he  made  so  many  turns  and  had  so  much  profit,  you 
could  get  that  on  his  capital. 

Representative  Mills.  But  in  reaching  that  figure  of  2  per  cent, 

1  assume  he  is  taking  into  consideration  all  items,  including  return 
on  the  investment,  except  profit;  is  that  not  so? 

Mr.  E^AMPEB.  I  think  that  applies  simply  to  his  merchandising 
sales,  and  not  his  investment;  2  per  cent  on  sales. 
Representative  Mnxs.  Yes;  but  in  order  to  reach  the  profit  of 

2  per  cent  you  have  to  deduct  all  expenses,  including  the  return  on 
the  investment,  have  you  not? 

Mr.  E^AMPER.  Yes,  sir. 

Representative  Mills.  You  must  have 

Mr.  Kamper  (interposing) .  No;  no  profit  for  merchandising;  profit 
and  interest  is  added  in  addition  to  that. 
Representative  Mills.  With  the  interest  added,  what  is  the  profit  ? 
Mr.  STAMPER.  The  interest  added  is  only  eight-tenths  of  1  per  cent. 
Representative  Mills.  That  would  bring  the  profit  down  to   1 

Mr.  Kamper.  It  would  bring  the  profit  down  to  1  and  2. 

Representative  Mills.  A  very  material  diflference  ? 

Mr.  STAMPER.  Yes,  sir. 

Representative  Mills.  The  average  profit  would  be  a  little  over 
8  per  cent. 

Representative  Ten  Eyck.  The  small  grocery  store  could  not  live 
on  15  per  cent  profit  on  his  capital. 

Mr.  Kamper.  That  is  figured  out  and  reported  the  same  way. 
I  do  not  know  that  I  can  lay  my  hands  on  it.  But  the  average  grocer 
does  not  get  even  fair  wages  for  his  services;  he  does  not  get  average 
wages.  I  think  it  is  in  the  Wisconsin  report  some  place.  I  know 
thev  put  that  in  some  place,  that  in  ordinary  times  he  could  go  out 
ana  get  $25  or  $30  a  week,  and  the  profit  that  he  has  been  taking  out 
of  the  business  would  not  pay  him  that  salary. 
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Representative  Ten  Eyck.  In  his  gross  cost,  I  imagine  he  charged 
in  his  salary. 

Mr.  Kamper.  Lots  of  them  do  not. 

Representative  Ten  Eyck.  We  are  taking  it  for  granted  that  your 
figures^-and  all  the  statistics  are  given  from  a  scientific  basis — that  a 
reasonable  salary  for  himself  is  included  in  the  gross  cost  of  operation, 
and  the  1  and  2  per  cent  on  the  tm'nover  is  net  to  him  in  addition  to 
that. 

Mr.  Kamper.  The  Harvard  figures,' of  course,  include  that,  but  the 
average  grocer  does  not  keep  any  set  of  books  and  does  not  charge 
his  business  with  his  salary,  and  m  a  great  many  instances  where  he 
happens  to  own  a  property,  or  an  equity  in  a  piece  of  property,  he 
does  not  even  charge,  rent  for  his  store.     These  figures  mclude  that. 

Representative  Ten  Eyck.  But  if  you  have  a  percentage  or  over- 
head  

Mr.  Kamper  (interposing).  Yes. 

Representative  Ten  Eyck.  We  have  to  assume  that  the  figures 
were  established  on  a  scientific  basis. 

Mr.  K1A.MPER.  These  figures  are  as  near  scientific  as  I  can  produce 
from  reUable  sources. 

Representative  Mills.  But  you  have  to  write  in  red  letters  that 
80  per  cent  of  those  people  go  out  of  business. 

Mr.  Kamper.  Yes;  and  these  figures  would  apply  to  the  5  per  cent 
who  are  successful,  and  not  to  the  80  per  cent  that  fail. 

Representative  Mills.  They  apply  to  the  5  per  cent  who  are 
successful  ? 

Mr.  Kamper.  Yes,  sir. 

Representative  Mills.  However,  in  reaching  your  averages  the  80 
per  cent  of  inefficient  grocers  world  tend  to  raise  those  figures  ? 

Mr.  Kamper.  No;  he — Harvard  Bureau  of  Business  Research- 
could  not  get  over  400,000  retail  grocers  in  the  United  States,  so  far 
as  I  can  tell.  These  figures  are  from  the  ones  who  corresponded  with 
him;  not  the  400,000.  Most  of  them  are  not  equipped  to  give  the 
figures.  As  I  said  at  the  beginning,  this  is  the  only  authentic  source 
oi  information  we  have. 

Representative  Mills.  These  would  represent  then  the 

Mr.  Kamper  (interposing).  The  5  per  cent. 

Representative  Mills.  Not  necessarily.  They  have  not  just  picked 
the  successful  grocers;  in  reaching  the  fellows  that  keep  books,  you 
probably  have  selected  the  better  class  of  grocers. 

Mr.  Kamper.  I  think  I  had  better  read  this.     [Reading:] 

The  annual  summary  of  operatingexpensee  in  retail  grocery  stores  for  the  year  1919 
is  presented  in  this  bulletin.    The  Bureau's  first  bulletin  on  the  results  of  its  in>'eeti- 

fation  in  the  retail  grocery  business  gave  a  summary  of  operating  expenses  in  1914. 
ts  next  grocery  bulletin  contained  a  summary  of  the  cost  of  doinjg  business  in  1918. 
This  bulletin  brings  the  figures  up  to  date.  During  the  present  period  of  readjustment 
to  normal  conditions,  the  bureau  is  planning  to  issue  summaries  annually.  Numeroua 
merchants  who  send  in  their  reports  to  the  bureau  each  year  desire  such  an  up-to-date 
summary  for  comparison  with  their  own  figures,  and  this  information  is  valuable 
also  to  the  Harvard  Graduate  School  of  Business  Administration  of  which  the  bureau 
is  a  part. 

The  statements  that  were  used  in  the  preparation  of  this  summary  have,  as  hereto- 
fore, been  carefully  adjusted  to  the  standard  system  of  accounts  for  retail  grotere. 
This  year  the  bureau  has  found  a  substantial  improvement  in  the  completeness  of  the 
reports  received  from  retail  grocers.  The  bureau  is  constantly  receiving  evidence 
that  it  may  expect  this  improvement  to  continue;  several  merchants  who  have  not 
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participated  in  this  research  work  in  the  past  recently  have  stated  that  they  now  are 
adiusting  their  books  to  the  standard  accounting  system. 

The  total  number  of  reports  that  have  been  received  from  retail  grocers  for  the  year 
1919  is  263. 

Two  hundred  and  sixty-three  out  of  400,000.  [Continumg  read- 
ing:] 

These  stores  were  located  in  37  States  and  Canada.  Of  these  reports  144  were  from 
merchants  who  had  submitted  one  or  more  reports  in  previous  years  and  73  were  from 
merchants  who  reported  for  both  1918  and  1919.  The  reports  that  were  sufficiently 
complete  to  be  used  in  the  final  tabulations  for  the  summary  of  the  cost  of  doing 
business  number  175.    The  other  reports  were  used  as  corroborative  evidence. 

As  I  said  awhile  ago,  that  is  the  most  complete  evidence  that  we 
have. 

The  Chairman.  Have  you  any  idea  what  the  average  turnover 
is  of  a  grocery  store  ? 

Mr.  Samper.  I  would  say  between  six  and  eight  times. 

The  Chairman.  I  mean  the  average  volume  ? 

Mr.  Eamper.  I  would  have  to  guess  at  that.  From  my  obser- 
vation of  the  merchants,  and  takmg  a  vast  number  of  small  mer- 
chants, I  believe  that  the  average  volume  is  $2,000,  or  less,  per 
month,  or  you  might  say  $25,000  a  yeai:  or  less. 

The  Chairman.  Well,  of  all  these  grocery  stores  that  they  were 
dealing  with  in  this  report  the  vast  majority  of  them  were,  of 
course,  stores  that  were  making  a  profit,  and  consequently  are 
successful  stores  ? 

Mr.  Kamper.  That  is  the  reason  I  am  basing  my  figm-es  on  these 
croceri^.  I  think  it  has  been  a  generally  accepted  rule  before  the 
High  prices  that  there  was  practically  a  grocery  store  to  every  200 
or  250  people.  Some  people  think  that  has  been  raised  to  one 
grocery  store  to  every  400  people.  I  do  not  mean  families,  but 
people,  in  the  United  States. 

Senator  Capper.  Has  there  been  any  reduction  in  the  cost  of 
distribution  in  the  last  few  years  ? 

Mr.  Kamper.  The  cost  of  distribution  will  rise  in  proportion  to  the 
lowering  of  the  market  price  of  goods.  There  was  certainly  a  tre- 
mendous increase  in  distribution  cost,  and  now  that  prices  have 
receded  you  can  not  cut  down  the  distribution  cost  all  at  once.  Pos- 
sibly in  the  course  of  five  or  six  or  seven  years  the  costs  will  be 
reduced  proportionately.  But,  judging  from  previous  experience,  in 
the  course  of  nine  years  they  will  be  reduced  to  about  tne  point  of 
1913.  The  matter  of  transportation  is  one  thing,  and  the  matter  of 
taxes  is  another  thing.  Those  are  the  two  principal  things.  And,  of 
course,  the  lower  the  value  of  your  product  the  higher  the  cost  it  will 
be  proportionately.  A  pound  of  flour  or  bacon  is  a  pound,  whether  it 
costs  10  cents  or  50  cents,  and  will  supply  just  as  much  food  to  the 
consumer. 

Senator  Capper.  Do  you  think  the  cost  of  distribution  of  groceries 
is  as  economical  as  could  be  desired  ? 

Mr.  Kamper.  No,  sir;  I  don't  think  it  is  as  economical  as  it  ought 
to  be,  and  yet  how  can  we  change  the  system  ?  People  want  the  goods 
they  buy.  The  convenience  of  the  stores  at  which  they  buy  is  as 
niuch  a  part  of  the  purchase  price,  the  satisfaction  that  they  will  get 
out  of  the  goods,  as  the  goods  themselves.  And  if  the  people  do  not 
patronize  Uie  little  fellow  who  moves  around  on  this  corner,  he  can 
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*not  stay  in  businees.  He  stays  in  business  a  certain  length  of  time 
because  the  neighborhood  will  patronize  him  to  a  certain  extent. 

It  is  interestmg  to  notice  how  grocery  stores  will  distribute  or 
scatter  throughout  any  town.  I  have  noticed  it  in  several  places 
that  in  the  space  of  about  every  mile,  in  some  towns,  you  will  find 
there  is  more  or  less  of  a  community  center  there  which  usually  con- 
sists now  of  a  grocery  store  or  more,  the  so-called  drw  store,  and 
soda  fount,  a  local  shoe  repair  store,  and  in  certain  localities  a  fruit 
store,  and  in  some  towns  a  bakery,  and  in  some  towns  a  delicatessen 
shop,  and  in  some  towns  an  automobile  filling  station.  You  can  go 
to  almost  any  of  these  towns  and  notice  from  o;ie  point  to  another 
in  the  town,  m  a  space  of  about  every  mile  there  is  a  community  of 
stores.  And  that  condition  exists,  1  dare  say,  almost  everywhere, 
except  where  there  are  restrictions  limiting  the  location  of  stores. 

Senator  Capper.  Are  you  familiar  with  the  figures  of  other 
countries? 

Mr.  ELampeb.  I  have  a  letter,  which  is  not  as  complete  as  I  would 
like  to  have  it,  from  Engltod,  from  John  A.  Green.  I  am  familiar, 
in  a  general  way,  with  France.  I  do  not  know  that  I  am  competent 
to  speak  of  Italy,  or  Germany,  or  any  other  place.  The  condition 
in  EiUgtand,  from  which  John  A.  Green  writes,  is  similar  to  the  con- 
dition in  the  United  States,  excepting  that  they  have  a  stronger 
organization  of  cooperative  stores;  ana  yet,  under  the  present  con- 
ditions the  cooperative  stores  are  having  as  much  trouble  as  the 
American  stores. 

They  have  this  thing  to  consider,  and  in  a  grocery  store  here  it  is 
almost  an  unheard  of  uiing.  This  was  at  a  grocers'  convention  with 
a  registered  attendance  of  550.     [Reading:] 

The  qiieetions  brought  before  the  convention  were  somewhat  the  same  as  our  own, 
but  more  of  them.  The  clerks  have  a  very  strong  organization  in  England  as  in  France. 
They  are  always  contending  for  leas  hours.  Forty-eight  hours  is  now  the  maximum. 
They  can  wor£  longer,  but  they  must  be  paid  accordingly. 

Just  imagine  in  this  country  a  grocery  store  being  opened  only  48 
hours  a  week.  Imagine  a  woman  who  is  accustomed  to  going  dfown 
to  the  grocery  store  m  the  morning,  finding  it  not  open,  and  a  grocer j 
store  in  this  country  working  only  48  hours  a  week.     [Reamng:] 

Forty-eight  hours  is  the  maximum.  They  can  work  longer  but  must  be  paid  ac- 
cordingly. 

There  is  more  Government  interference,  and  many  laws  that  make  it  more  complex. 
The  English  trade  does  not  have  the  sales  tax,  but  he  has  all  the  taxes  he  can  bear. 
One  of  me  (questions  before  the  convention  was  the  trouble  to  get  the  guaranty  clause 
on  the  invoice.  Multiple  shops— chain  stores — cooperative  stores,  the  IntemationAl, 
and  other  shops,  are  a  serious  handicap). 

However,  tne  ** coops"  are  not  having  easy  sailing  at  the  present  time.  A  strike 
is  on  because  it  is  found  necessary  to  discharge  manages  and  clerks  on  account  of  the 
falling  off  of  business.  They  want  all  to  be  retained  at  half  time  with  the  same  wages. 
The  central  body  to  which  all  "coops"  belong  say  it  is  impossible.  What  the  out- 
c6me  will  be  I  don't  know,  but  I  can  take  my  Yankee  guess. 

I  have  been  looking  carefully  into  the  position  of  the  wholesale  grocer.  It  has  often 
been  said,  "He  didn  t  exist.''  He  is  here  just  as  at  home,  with  the  same  thought  as 
to  the  future  position  of  the  independent  retail  grocer.  He  sees  the  growth  of  the 
"coops,"  Lipton,  the  International,  and  the  other  methods  which  are  here  in  great 
methods. 

Here  as  everjrwhere  else  sugar  is  sold  at  cost  or  less;  6f  pence  is  now  the  low  price, 
double  what  it  is  in  the  United  States.  Margarine  is  sold  by  some  at  cost.  Eggs  are 
selling  for  3  pence  a  piece,  70  cents  a  dozen.  We  sell  only  the  small  rib.  Here  the 
whole  side  is  pickled  and  smoked  just  as  the  customer  likes  it. 
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The  wliolesaler  here  believes  that  the  intelligent  storekeeper  will  lon^  be  a  necessity, 
lowever,  he  concedes  that  the  retailer  must  do  something  to  keep  himself  and  that 
he  wholesaler  must  encourafi^e,  educate,  and  assist  the  retailer  in  his  contention  for 
nde.  But,  while  he  does  think  so,  he,  like  our  wholesaler,  is  practically  leaving 
im  to  work  out  his  own  salvation. 

Now,  the  retail  grocers  over  there  have  what  I  think  is  the  brightest 
oark  among  English-speaking  people.  They  have  a  school  for 
^txjers — a  number  of  schools — ^for  tne  purpose  of  educating  yoimg 
Qen  for  the  grocery  business.  I  would  like  to  make  this  statement 
lere,  in  reference  to  a  certain  class  of  young  men.  Whenever  I  can 
;et  a  Norwegian  or  an  Enghshman  to  work  in  my  store,  I  always 
lire  him,  because  I  know  that  he  knows  his  business.  [Continuing 
eading:] 

There  are  a  number  of  schools  for  the  purpose  of  educating  yoimg  men  for  the  grocery 
fade.    I  am  to  present  the  diplomas  to  some  gpraduates  in  Liverpool  on  August  18. 

will  write  more  of  this  when  I  have  the  privilege  of  inspecting  the  system  at  the 
chool.  Perhaps  it  would  help  the  American  grocer  if  some  such  schools  were  in 
peration  in  America. 

Government  stores  for  disposing  of  old  foods  have  been  hard  competition  for  the 
Tocer  here,  not  that  the  people  wanted  old  stock,  but  it  made  the  price  that  the  people 
rere  not  slow  to  take  advantage  of. 

General  prices  for  canned  goods  are  nearly  like  ours,  as  the  difference  in  exchange 
rill  admit.  The  rate  of  exchange  is  now  about  13.70  for  the  pound  sterling,  about  26 
)er  cent  off.     Before  the  war  it  was  $4.85. 

Theare  can  be  no  stability  to  business  as  long  as  this  great  difference  exists.  We  are 
o-day  getting  19  lires  for  a  dollar  instead  of  5,  but  the  price  for  everything  is  in  pro- 
xntion. 

There  can  be  no  stability  in  foreign  trade  imtil  some  system  is  inaugurated  that  will 
:loee  up  the  tremendous  gap. 

Representative  Mills.  Do  they  have  as  many  failures  as  we  do  ? 

Mr.  Kakfeb.  I  think  not.  lliey  are  more  methodical,  and  will 
not  take  as  many  chances  as  the  American  does. 

Representative  SuMNEBS.  What  has  been  the  prior  training  of 
most  of  the  people  who  open  grocery  stores? 

Mr.  EjkMPEB.  Tliey  are  failures  at  almost  everything  else,  and  open 
up  a  grocery  on  another  leg,  and  there  will  be  another  failure. 

Representative  Sumners.  I  think  that  is  an  important  thing  to 
consider  in  connection  with  this  testimony. 

Mr.  Kamper.  a  man  who  has  accumulated  a  little  money,  say  a 
few  hundred  dollars,  in  another  line  of  business,  or  a  retired  larmer, 
or  a  man  who  has  become  crippled,  and  receives  a  little  money  from 
an  insurance  company,  or  a  man  who  has  been  an  insurance  solicitor, 
fire  or  life  insurance  solicitor,  or  a  man  who  retires  from  his  farm,  as 
I  have  said,  comes  into  town  and  opens  up  a  little  grocery  store. 
Until  1914  it  was  possible  for  a  man  to  get  together  $300  in  our  town, 
either  borrowed  money  or  his  own  money,  and  come  into  town  and 
open  up  a  little  store,  and  in  six  months  he  could  owe  the  jobbers 
J5,000.    He  was  some  merchant. 

,  Representative  Sumners.  When  you  have  people  engaged  at  the 
distributing  end  with  that  sort  of  eflaciency,  do  you  not  conclude  that 
the  public  has  topay  for  it? 

Mr.  Kamper.  Tney  are  bound  to  have  to  pay  for  it. 

.  Representative  Sumners.  Do  these  people  sell  on  credit  to  a  con- 
siderable degree  ? 

Mr.  Kamper.  I  have  imderstood  that  a  good  many  of  the  comer 
groceries  do  a  good  deal  of  credit  business. 
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Representative  Sumners.  Do  you  know  what  is  their  percentage  of 
loss  from  that  source  ? 

Mr.  Kamper.  I  haven't  any  average  to  go  by  on  that  class  of  mer- 
chants. It  depends  a  good  deal,  I  thmk,  on  the  individual  merchant, 
perhaps  altogether  on  the  individual  merchant.  I  know  of  some 
men,  myself,  who  have  been  in  business  for  a  number  of  years  and 
have  not  lost  much,  if  any.  And  I  know  that  they  have  handled 
accounts  that  I,  as  a  larger  merchant,  would  not  fool  with.  They 
will  take  the  accounts  of  the  mill  workers  and  small  accounts.  They 
have  a  system  of  keeping  up  with  them  and  keeping  their  accounts 
up  to  date.  I  do  not  know  as  I  ought  to  single  out  any  one  system 
and  speak  for  it,  but  I  wtII  mention  the  McCaskey  system.  That 
system  consists  of  slips,  and  as  a  sale  is  made  a  slip  is  made  out,  and 
each  sales  book  has  a  line  on  the  bottom,  and  as  each  sale  is  made  it  is 
added  to  the  previous  sale  and  the  previous  account,  and  they  hand 
that  account  to  the  customer,  and  also  keep  a  copy.  I  do  not  like  the 
system  myself,  because  it  is  so  easy  for  an  ignorant  clerk,  or  an  average 
clerk,  to  drop  a  dollar  in  making  the  addition  in  the  accoimt.  Fre- 
quently the  only  employees  in  mese  small  stores  are  the  proprietor 
himself  and  his  wife  or  children.  They  do  all  the  work  in  the  store, 
except  on  extra  days  or  before  holidays. 

Representative  Sumners.  In  what  class  of  goods  do  the  grocers 
make  the  lai^est  profit? 

Mr.  Kamper.  1  think  I  can  answer  that  very  concretely  here.  A 
good  merchant,  of  course,  will  have  to  mark  up  his  goods  according 
to  the  perishableness  of  his  goods  and  the  amount  of  waste  that  he 
may  have. 

But  here  is  a  figure  which  Paul  Firidlay,  who  is  a  very  successful 
man  as  a  retail  grocer,  and  who  is  known  all  over  the  United  States, 

S'ves.  He  takes  it  from  the  figures  of  the  Duflfy-Powers  Co.,  of 
ochester,  N.  Y.,  their  percentage  of  total  sales  for  Jime,  1919.  And 
he  shows  that  sugar  constitutes  13.6  per  cent  of  their  sales;  butter 
constitutes  12.9  per  cent;  cured  meats,  11.5  per  cent;  canned  milk, 
7.6  per  cent;  fresh  fruits  and  vegetables,  6.6  per  cent;  soap,  5.5  per 
cent;  eggs,  5.2  per  cent;  butter  substitutes,  4.2  per  cent;  fats,  vege- 
table, 3.57  per  cent;  salad  dressings,  2.96  per  cent;  flour,  2.68  per 
cent. 

Representative  Sumners.  You  mean  he  sold  as  much  salad  dress- 
ing as  flour  ? 

Mr.  Kamper.  That  is  what  they  report.  I  do  not  imderstand  the 
report.  Frankly,  I  have  never  been  able  to  analyze  our  sales  in  that 
way.  Of  course,  the  statements  are  made  here.  I  think  I  can  draw 
some  typical  lessons  from  them.  These  items,  like  sugar,  butter^ 
cured  meats,  canned  milk,  eggs,  vegetable  fats,  and  flour — those  arti- 
cles constitute  what  we  know,  in  our  business,  as  less  than  cost  of 
sales  staple  articles.  In  other  words,  they  are  sold  at  less  than  the 
average  cost  of  doing  business.  In  this  case  they  constitute  57.08 
per  cent  of  his  sales,  forcing  him  on  the  other  stuff,  in  which  I  include 
such  articles  as  soap,  butter  substitutes,  canned  salmon,  baked  beans, 
and  all  this  other  list  down  here — ^forcing  him  to  mark  that  43  per 
cent  up  high  enough  to  take  care  of  the  deficit  on  this  57  per  cent. 

Representative  Sumners.  On  those  articles,  where  the  grocers  buy 
direct  from  the  farmers,  what  is  the  spread  there  ? 
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Mr.  Kamfer.  I  am  glad  you  asked  that  question,  because- 


Representative  Sumnbrs  (interposing).  Where  they  buy  directly 
from  the  farmers,  and  sell  to  their  customers. 

Mr.  Kamper.  That  depends  on  the  locality,  of  course.  In  the 
large  cities,  I  dare  say,  the  retail  merchant  has  no  opportunity  to  buy 
things  direct  from  the  farm.  Take  a  city  like  Philadelphia,  or 
St.  Louis,  or  Chicago,  and  certainly  in  New  York.  But  in  cities  of 
100,000,  or  less,  of  population,  in  season,  he  can  buy  from  the  farmer 
direct  Irish  potatoes,  and  with  us,  sweet  potatoes,  and  sometimes, 
but  not  often,  com  meal;  he  can  buy  eggs,  and  certain  grades  of 
butter,  and  often  cabbages  and  onions,  and  in  season  apples,  and 
things  of  that  kind.  I  want  you  to  catch  those  words  "in  season," 
because  in  a  competent  grocery  there  is  no  such  thin§  as  a  season  any 
longer,  because  nowadays  on  accoimt  of  the  efficient  refrigerator 
service  garden  stuflf  is  not  handled  over  60  days,  or  2  months,  direct 
from  the  former,  that  is  only  during  their  local  season.  The  majority 
of  the  goods  less  than  that. 

You  take  the  eggs.  The  period  of  greatest  production  is  about  the 
only  time  that  the  average  retail  grocer  has  an  opportunity  to  buy 
^gs  from  the  farmers.  1  am  glad  you  asked  that  question,  because 
we  handle  a  great  many  eggs,  and  specialize  on  them,  and  we  find  it 
this  way,  that  out  of  season,  which  is  10  months  in  the  year  with  us, 
we  have  to  go  to  Tennessee  for  good  eggs.  We  will  take  as  a  basis 
30  cents  a  dozen,  which  is  what  we  are  paying  the  country  merchant 
for  e^s  to-day.  The  express  rate  from  JBellbuckle,  Tenn.,  to  Atlanta 
is  3  cents;  the  breakage  loss  is  about  2  per  cent;  the  cost  of  candling 
is  1  cent  per  dozen;  and  the  cost  of  the  cartons,  1  cent  per  dozen. 
The  law  says,  of  course,  that  the  railroads  are  responsible  for  the 
damage  to  your  stuff,  and  that  applies  in  the  case  of  eggs.  Unfor- 
tunately, eggs  are  one  thing  that  we  can  not  make  a  claim  on  the 
railroadjB  for,  for  every  cracked  egg  or  every  damaged  egg.  It  means 
until  you  have  handled  every  egg  of  the  30  dozen  in  a  case  you  can 
not  find  out  whether  a  railroad  man  set  that  case  down  too  hard  and 
broke  the  eggs;  and  right  there,  I  think  there  can  be  a  great  improve- 
ment made  on  the  method  of  handling  eggs.  We  have  figured  2  per 
cent  breakage,  and  from  numerous  tests  we  have  made,  I  think  that 
is  a  very  conservative  figure. 

The  only  way  we  can  detect  whether  those  eggs  are  all  good  is  by 
candling.  In  fact,  the  law  says  that  we  must  candle  them.  In  some 
cases  grocers  are  required  to  candle  the  ^gs  and  stamp  them  before 
they  are  allowed  to  sell  them.  We  have  auowed  1  cent  per  dozen  for 
candling  the  eggs.  Then,  we  have  figured  a  cost  of  1  cent  per  dozen 
for  the  cartons.  They  are  shipped  a  distance  of  about  200  miles. 
And  we  have  to  figure  that  our  eggs  do  not  cost  us  30  6ents;  they 
cost  us  what  it  actually  costs  us  to  put  them  in  the  house  in  salable 
shape.  And  it  costs  from  5  to  7  cents  a  dozen  before  they  are  ready 
for  market  in  salable  shape.  Then,  the  merchant  figures  as  a  rule — 
and  this  is  one  of  the  strange  things  in  merchandizing — ^he  figures  on 
a  profit  of  6  cents  a  dozen  on  e^s.  It  does  not  make  much  difference 
whether  the  eggs  cost  him  30  cents  a  dozen  or  80  cents  a  dozen,  he 
fcures  on  a  profit  of  6  cents  a  dozen.  But  it  is  strange  to  say,  the 
Food  Administration  did  not  give  us  that  profit. 

The  Chairman.  You  mean  you  figure  on  a  profit  of  6  cents  a 
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Mr.  Kamper.  Yes,  sir. 

Representative  Sumners.  What  did  the  Food  Administration  give 
you  on  eggs  ? 

Mr.  Kamper.  Four  to  six  cents  a  dozen  is  all  they  gave  us. 

Representative  Sumners.  Did  the  Food  Administration  give  you 
1  per  cent,  or  1  cent  a  dozen  ? 

Mr.  Kamper.  No;  I  spent  a  day  on  that  matter;  I  wanted  to  get 
a  per  cent  on  eggs. 

Representative  Ten  Eyck.  If  vou  get  6  cents  a  dozen  profit  on 
eggs  when  you  are  selling  them  for  30  cents,  you  get  a  satisfactory 
margin. 

Mr.  Kamper.  Yes,  sir. 

Representative  Ten  Eyck.  But  if  you  figure  on  the  higher  prices, 
of,  say,  80  cents  a  dozen,  you  are  not  getting  a  satisfactory  margin? 

Mr.  Kamper.  No;  we  would  rather  nave  a  per  cent  basis. 

Representative  Ten  Eyck.  At  the  lower  pnces  you  are  better  off. 

Mr.  Kamper.  Yes;  it  worked  out  better  in  a  naoney  way  for  us. 

Now,  here  is  another  thing  we  must  remember:  The  bulk  of  the 
eg^  in  the  country  are  not  produced  by  the  professional  poultry  man. 
I  think  the  professional  poultry  man  gets  better  prices  for  his  eggs 
than  the  average  farmer  does.  The  average  farmer  has  a  few  hens, 
and  gathers  a  few  eggs  and  sends  them  to  town  to  the  local  store;  or 
what  happens  in  our  country  is  this,  that  a  peddler  will  take  a  Ford 
and  go  out  through  the  country  and  gather  up  eggs  and  gives  the 
farmer  cash  for  them — ^it  used  to  be  barter  but  now  it  is  cash — and 
then  he  sells  them  to  the  country  merchant,  who  will  go  through  the 
process  of  candhng  and  shipping  them.  And  here  is  something,  if  it 
was  followed  by  the  coimtry  merchants,  would  be  valuable. 

But  I  don't  think  it  is  practicable  until  you  have  gotten  your^gs 
to  the  third  hands;  that  is,  into  the  hands  of  carload  shippers.  Tmt 
is,  to  CTade  the  eggs.  The  farmers,  of  course,  do  not  CTade  the  eggs. 
But  if  the  country  merchant  could  grade  the  ^gs  and  ship  the  large 
eggs  together,  and  the  small  ewgs  together,  he  would  get  a  much 
better  price.  And  then  if  he  wfll  grade  them  according  to  the  taste 
of  the  market,  as  to  whether  they  want  white  or  brown  eggs,  he  will 
get  more  out  of  them.  But  thej^  are  mostly  put  all  into  one  basket, 
all  together,  when,  in  fact,  certain  markets  cfesire  all  of  one  kind  of 


lepresentative  Ten  Eyck.  New  York,  for  instance,  wants  white 
eggs,  and  Boston  wants  brown  eggs  ? 

Mr.  Kamper.  Yes.  And  I  am  sorry  to  make  this  statement,  that 
there  is  not  much  of  a  code  of  honor  among  the  producers  of  eggs. 
In  other  words,  they  would  as  soon  go  out  and  bring  you  a  nest  of 
eggs  that  a  hen  has  been  setting  on  for  two  weeks  as  to  bring  you 
fresh  eggs,  and  then  laugh  over  it,  and  think  they  have  dome  some- 
thing smart.  And  they  have  done  something  smart,  because  ix  jou 
do  not  candle  your  eggs  carefully  enough,  ana  sell  a  bad  egg  and  it  is 
reported  to  the  localfood  administrator,  he  will  call  upon  me,  and 
he  will  say,  **Mr.  Kamper,  have  you  done  this?"  And  i  will  have  to 
say,  **  Yes."  And  I  have  actually  seen  fines  put  on  local  merchants 
who  were  trying  to  be  honest,  and  to  make  nothing  but  an  honest 
profit  out  of  e^. 

Representative  Ten  Eyck.  Of  course,  that  costs  the  honest  pro- 
ducer money. 
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Mr.  Kampeb.  Yes;  that  is  what  I  was  getting  at.  He  pays  for  the 
dishonorable  act  of  the  man  who  is  merchandising—using  merchan- 
dising in  that  sense — these  stale  e^s,  and  is  penalized  to  make  up 
for  the  shortcomings  of  his  fellow  man  in  this  business. 

Representative  oumnebs.  What,  in  your  opinion,  is  the  loss  to 
the  farmer  in  not  having  his  eggs  standardized  as  to  quality  and 
size,  etc.  ? 

Mr.  Kampeb.  I  should  say  aroimd  3  cents  a  dozen,  which,  con- 
sidering the  vast  number  of  eg^,  is  a  tremendous  factor. 

Here  is  another  thing  that  is  going  to  happen  this  vear — now,  I 
am  making  a  prediction,  and  a  fellow  is  very  foolish  to  make  a 
prediction  this  year — but  my  prediction  is  that  the  eggs  in  cold 
storage  are  going  to  hurt  the  farmer  who  produces  eggs  this  winter. 
Representative  Sumnebs.  How  long  is  it  necessary  to  keep  eggs 
in  cold  storage  in  order  that  the  people  may  have  enough  accumifla- 
tion  to  carry  them  over  the  low  proauction  period  ? 

Mr.  Kampeb.  I  don't  know  that.  You  know,  of  course,  the  period 
of  greatest  production;  the, period  of  greatest  production  is  in  March 
ana  April. 

Representative  Sumnebs.  I  withdraw  the  question.  I  understand 
that  we  have  those  figures  available. 

The  Chaibman.  Swift  &  Co.  have  given  out  a  chart  showing  how 
long  they  have  kept  them.  That  is  eJl  a  matter  of  record. 
Representative  Sumnebs.  I  withdraw  that  question. 
Mr.  Kampeb.  Whether  the  farmer  or  producer  could  do  that  more 
economically  than  the  other  agencies  wnich  now  do  that  work  is  a 
question  I  am  not  prepared  to  answer.  I  suppose  it  would  take  a 
lot  of  statistics.  I  know  the  fellows  that. store  some  years  make 
a  lot  of  money,  and  then  other  years  they  lose  some. 

The  Chaibman.  Mr.  Kamper,  would  you  care  to  give  us  from 
your  own  business  the  figures  for  cost  of  operation  as  between  1913 
and  1920? 

Mr.  Kampeb.  I  am  sorry  I  did  not  brin^  those  details  with  me. 
I  will  ^ve  them  as  accurately  as  I  can  rec«fi  them.     It  is  costing  us 
approximately  6  per  cent  more  to  operate  than  it  did  in  1913. 
Representative  Ten  Eyok.  That  is,  6  per  cent  more  in  1921  ? 
Mr.  E^AMPEB.  Yes,  sir. 
The  Chaibman.  That  is  on  your  sales  ? 
Mr.  Kampeb.  Yes,  sir. 

The  Chaibman.  In  a  general  way,  can  you  tell  us  what  increases 
in  your  costs  make  up  that  6  per  cent  ? 

Mr.  Kampeb.  Our  last  report,  if  I  remember  rightly,  showed  that 
our  salesmen  expense  had  increased  about  2  per  cent — salaries  of 
sales  people.  Taxes  had  increased  about  1  per  cent.  Our  taxes 
are  temfic;  I  think  it  is  1.45. 

The  CHAiBBfAN.  That  is,  your  taxes  represent  an  increase  of  1  per 
cent  of  your  sales  ? 

Mr.  Ka^cpeb.  One  per  cent.  And  in  that  is  no  income  tax  and  no 
excess-profits  tax.  The  containers  increased  about  a  quarter  of  1 
per  cent.  The  telephone  service,  heating  and  lighting  of  the  store 
increased  fully  1  per  cent.  We  have  just  undergone  an  mcrease  which 
means  to  us  an  increase  of  $840  a  year  in  the  cost  of  our  telephone 
service,  with  no  increase  in  our  eqiupment,  and  until  recently  poorer 
service. 
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The  Chairman.  How  can  that  be  ? 

Mr.  EIa^mper.  They  have  increased  the  rate  down  there.  They 
were  operating  on  a  deficit,  and  they  have  increased  it  through  thle 
State  railroad  commission. 

Representative  Ten  Eyck.  How  about  the  rents  ? 

Mr.  Kamper.  We  fortunatelv  have  the  cheapest  rents  in  Atlanta. 

Representative  Ten  Eyck.  Has  that  increased  ? 

Mr.  Kamper.  We  have  a  long  lease.  But  the  average  rents  have 
increased  a  great  deal.  The  reason  I  make  that  statement,  I  know 
that  the  merchants  in  the  heart  of  the  town,  practically  all  of  them, 
have  moved  from  two  to  six  blocks  away  from  their  former  locations 
on  account  of  rents. 

The  thins  that  affects  our  sales  expense  is  the  increased  cost  of 
street  car  fares.  You  take  the  average  person  that  is  earning  a 
normal  salary  of  $15  or  $18  to  $20  a  week,  and  an  increase  of  from 
5  to  7  cents  m  getting  to  business,  that  increase  means  a  great  deal 
to  them,  and  it  also  means  a  great  deal  in  the  cost  of  maintaining 
their  families. 

The  Chairman.  What  is  the  usual  mark-up  on  flour? 

Mr.  Kamper.  We  try  to  get  20  per  cent.  The  usual  mark-up  is 
around  15  to  18  per  cent.  These  Wisconsin  figures  give  it  as  15  to 
18  per  cent  as  the  usual  mark-up.     That  is,  when  sold  in  packages. 

Representative  Ten  Eyck.  How  long  do  you  keep  open  during  the 
dav ;  what  are  your  hours  ? 

Mr.  Kamper.  From  7  to  6;  from  7  in  the  morning  to  6  in  the  even- 
ing. 

The  Chairman.  What  is  the  ordinary  mark-up  on  perishables- 
lettuce,  and  so  on  i 

Mr.  Kamper.  I  would  say  that  mark-iip  is  33^  per  cent  of  the  selling 
price,  or  50  per  cent  of  the  cost.  And  Iwill  make  the  further  state- 
ment that  60  per  cent  of  the  retail  merchants  who  are  handling 
vegetables  are  losingmoney  on  them. 

The  Chairman.  Would  that  represent  the  usual  mark-up  on 
apples  and  oranges? 

Mr.  El^MPER.  No;  on  box  apples,  you  do  well  to  get  25  per  cent; 
on  barrel  apples -you  do  well  to  get  20  per  cent,  and  on  oraiiges  you 
do  well  to  get  25  per  cent  mark-up. 

The  Chairman.  On  the  selling  price  ? 

Mr.  Kamper.  Yes.  And  that  is  a  very  important  point,  because 
that  shows  the  effect  of  grading  on  your  box  apples  and  oranges,  you 
see.  And  the  fact  that  the  retail  merchant  Imows,  when  he  buys  a 
box  of  apples  that  is  said  to  contain  126  apples,  that  he  is  setting 
126  apples,  or  when  he  buys  oranges  of  a  certain  size  that  ne  wiD 
get  those,  makes  a  tremendous  difference.  The  merchant  can  go 
to  the  telephone  and  call  up  the  jobber  and  say,  I  want  a  box  of 
winesap  apples,  and  he  knows  just  now  many  he  will  get  in  a  box. 

The  Chairman.  He  knows  aoout  the  box,  how  many  are  in  a  box, 
but  that  is  not  always  true  of  the  barrel,  is  it  ? 

Mr.  Kamper.  No,  sir;  if  they  bring  a  barrel  and  you  ask  them  to 
open  it,  you  had  better  open  the  bottom.  There  is  usually  a  half 
bushel  or  such  a  matter  of  select  apples  on  the  top,  and  the  balance 
of  the  apples,  if  they  are  not  field  nm,  they  are  at  least  not  of  the 
same  size  and  grade  as  those  on  the  top. 
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Representative  Ten  Eyck.  If  you  buy  a  box  of  A  grade  apples^ 
you  know  they  are  graded  all  one  size;  whereas  if  you  buy  a  barrel 
you  do  not  know  that.  When  you  buy  a  box,  you  have  the  same 
size  all  through  the  box,  and  the  retailer  buys  the  sized  apple  that  his 
customers  wiu  take,  and  the  price  that  will  they  pay  for  that  size. 

Mr.  Kamper.  And  he  will  prefer  to  pay  more  for  the  box  apple 
than  for  the  barrel  apple. 

Representative  Ten  Eyck.  For  that  reason,  that  they  are  graded^ 
and  tne  barrel  apples  are  not  graded  ? 

Mr.  ELamper.  Yes,  sir. 

Representative  TfiN  Eyck.  That  is,  graded  to  size  ? 

Mr.  Kamper.  Yes,  sir. 

Representative  Ten  Eyck.  ''A"  grade  apples  run  from  2{  inches 
up,  to  come  within  the  law  ? 

Mr.  ELamper.  Yes;  that  is  a  fact,  and  I  think  that  grading  system 
could  be  changed  with  benefit  to  the  retailer  and  to  the  producer 
and  to  the  consumer.  In  fact,  I  think  it  would  be  a  material  ad- 
vantage. 

Representative  Ten  Eyck.  It  would  be  an  advantage  to  the  pro- 
ducer if  he  could  get  the  help  to  grade  his  apples  in  different  sizes. 

Mr.  ELamper  (interposing).  Yes;  it  would  be  an  advantage  to  the 
producer. 

The  Chairman.  In  West  Vii^inia  they  have  a  grading  system  on 
apples. 

Representative  Ten  Eyck.  The  man  who  wants  good  apples 
would  pay  for  the  cost  of  the  box  and  for  the  labor  performea  in 
sizing  tne  apple. 

Mr.  Kamper.  And  as  a  merchant  I  would  rather  pay  for  that. 

Here  is  a  thing,  gentlemen,  that  the  country  man  is  interested  in. 
That  is  the  other  part  of  the  egg,  the  chicken.  The  Government 
has  done  a  great  deal  of  work  in  trying  to  teach  the  producers  and 
raisers  of  chickens  to  market  their  product  properly.  But  it  is  true 
that  outside  of  a  few  places  it  is  impossible  to  get  satisfactory  chickens. 
What  is  the  result  ?    The  merchant  who  has  any  trade  at  all  would 

E refer  to  go  to  the  conunission  house  where  he  can  buy  what  he  wants, 
ri  other  words,  he  prefers  not  to  deal  with  the  farmer  direct,  but  to 
go  to  the  conmiission  house  where  he  can  select  what  his  trade  wants. 
Now,  there  are  two  things  there  that  can  be  helped  in  that  con- 
nection. In  the  first  place,  the  same  thing  about  grading  to  size  and 
quality,  as  I  said  in  the  case  of  the  eggs,  will  apply  to  chickens.  And 
as  to  the  feeding  of  the  chickens.  A  farmer,  just  before  he  brings  his 
chickens  to  market,  will  throw  in  handfuls  of  com  which  the  chickens 
will  eat  greedily,  and  then  the  farmer  will  weigh  up  his  chickens  and 
find  that  he  has  100  pounds  of  chickens.  When  they  are  weighed  by 
the  merchant  to  whom  he  sells,  it  is  found  that  he  has  only  95  pounds. 
Then  he  savs  that  the  merchant  has  robbed  him  of  5  pounds  of 
chickens.  As  a  matter  of  fact,  that  is  not  true,  but  in  the  meantime, 
between  the  feeding  of  the  chicken  and  the  time  he  has  gotten  it  to 
market,  the  chicken  has  got  rid  of  that  com,  and  it  does  not  weigh 
what  it  did  when  the  farmer  weighed  it.  If  the  farmer  would  not 
feed  his  chicken  at  all  within  24  hours  of  shipping  it,  only  to  give  it 
water,  he  will  come  nearer  to  getting  his  money's  worth  for  his 
chicken  than  otherwise. 
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I  have  in  mind  a  man  by  the  name  of  Morrow,  of  CarroUtoni  Ga., 
who  is  a  very  shrewd  peddlery  a  little  while  ago  he  went  out  on  his 
route  and  bought  up  a  lot  of  chickens,  and  at  that  time  the  market  was 
unfavorable.    He  took  his  chickens  home  and  got  some  screenings  of  ) 
wheat,  and  put  them  in  pens  and  fed  them  for  awhile  and  brou^t  | 
them  to  town  three  or  four  weeks  afterwards  when  the  market  was  | 
more  favorable,  and  I  believe  that  he  made  about  35  or  40  cents  on  i ; 
every  chicken.    In  the  first  place,  they  were  as  plump  as  could  be;  \ 
and  thev  had  been  properly  starved  liefore  being  killed.     He  knew  { 
how  to  handle  them,  and  he  made  a  very  handsome  profit  and  divi- 1 , 
dend  on  his  feed.  ^  .      .       .         ! 

The  country  merchant  is  an  important  factor  in  the  distribution  of 
food,  both  in  getting  the  food  to  tne  people  where  it  can  be  used,  wid  , 
also  in  selling  to  the  people  in  the  scattered  communities  what  they 
want. 

Here  is  another  thing,  in  jumping  from  the  farmer  to  the  city  again, , 
that  is  increasing  the  cost  of  thmgs  very  largely,  and  it  is  a  thing  that  j , 
I  don't  know  how  any  testimony  can  get  around.     And  that  is  the  j 
fact  that  people  are  given  to  buying  more  and  more  out  of  the  papery 
bag  in  minimum  quantities;  as  we  call  them,  "papier-bag  people/' 
They  want  a  quarter  of  a  pound  of  this  and  a  dime's  worth  o?  tnat,  and 
those  people  always  have  to  pay  a  high  price  for  their  goods,  a  much  j 
higher  price  than  they  would  have  to  pay  if  they  could  find  a  way  to* 
buy  in  a  more  economical  manner.     M  they  could  buy  in  larger  quan- 
tities, and  in  a  more  economical  manner  they  would  mid  that  it  would  j, 
prove  to  their  advantage.  j 

The  Chairman.  That  is  due  to  the  way  people  are  living  to-day.  j 

Mr.  Kamper.  Yes.  "    \ 

The  Chairman.  Take  this  city  here,  for  example,  where  a  lai^, 
number  of  people  live  in  apartment  houses  and  have  no  place  tO; 
store  thinjgs.  They  can  not  buv  in  large  quantities,  because  they: 
have  no  place  to  keep  things  of  tnat  kind.  I  do  not  see  any  way  out ; 
of  it  so  long  as  people  are  living  in  small  apartments. 

Mr.  Kamper.  Unless  you  get  some  way  to  develop  the  home  again. 
I  do  not  see  how  you  can  do  that  immediately. 

The  Chairman.  When  I  was  a  boy  we  used  to  buy.  15  bushels  of 
potatoes  in  the  fall  of  the  year,  and  put  them  in  the  cellar  for  winter 
use.     Now  we  go  to  the  store  and  buy  a  quarter  of  a  peck  of  potatoes . 
at  a  time. 

Mr.  Kamper.  Yes;  and  you  have  to  pay  proportionately  for  tiiat  i 
service. 

The  Chairman.  Yes;  we  have  to  pay  a  proportionately  larger  ^ 
price. 

Mr.  Kamper.  Yes;  and  you  also  pay  for  another  thing:  You  paid 
for  it  in  the  other  instance,  but  did  not  know  it.  That  is  the  shrink- 
age on  the  potatoes.  In  this  instance  you  pay  for  the  shrinkage,  just 
as  your  mother  used  to  have  that  shrinkage  in  the  basement,  but  she 
dicm't  know  it. 

The  Chairman.  You  were  going  to  give  us  some  data,  I  think,  on 
retail  meat  sales  ? 

Mr.  Kamper.  Yes;  but  before  I  get  to  the  meat  sales  I  want  to 

make  this  statement  about  certain  staple  food  commoditiee.     I  have 

.  brought  up  this  other  point  that  you  have  just  mentioned,  and  I  want 

to  foDow  it  a  moment,  and  that  is  this:  You  take  an  article  like  rice, 
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which  is  as  staple  as  flouT;  or  as  staple  as  potatoes,  or  an  article  that 
is  staple  with  us,  like  grite — or  hominy,  you  call  it  here.  We  have 
gotten  into  the  habit  down  there — I  sajr  we — the  consumers  have 
gotten  into  the  habit  of  demanding  an  article  of  that  kind  in  a  f  anc^ 
pasteboard  box,  which  costs  as  much  as  the  article  itself  costs,  if  it 
was  nut  up  in  tne  old-fashioned  way.  Here  is  a  thing  that  I  can  use 
for  illustration,  if  we  had  our  way  of  merchandising.  Take  com 
erits.  The  Quaker  Oats  people  put  up  com  grits  in  a  fancy  paste- 
ooard  box,  which  is  sold  for  15  cents  a  package,  and  contains  a  pound 
and  a  half,  or  10  cents  a  pound.  We  can  buy  from  the  Quaker  Oats 
people  conigrits  in  bulk,  and  can  sell  it  to  the  trade  at  10  poimds  for 
SI  cents.  We  can  do  that  and  get  a  better  gross  profit  tnan  we  do 
out  of  handling  the  package  grits,  a  pound  and  a  naif  for  15  cents. 
And  vet  there  are  just  droves  of  people  who  could  buy  in  bulk,  who 
pay  these  prices  in  order  to  get  it  in  a  package. 

The  pacKage  serves  its  purpose;  I  am  not  knocking  the  package 
people  at  all.     But  so  long  as  people  are  susceptible  to  that  thing  I 

00  not  know  how  you  are  going  tx)  accomplish  a  great  deal  in  that 
respect. 

Representative  Ten  Eyck.  The  advertising  has  accomplished  that. 
The  Quaker  Oats  people  have  advertised  continually  their  package 
goods,  and  have  gotten  into  the  minds  of  the  people  that  they  must 
nave  that  brand. 

Mr.  Eahper.  But  see  what  they  pay  for  it.  We  sold  bushels  and 
bushels  of  oat  meal  in  bulk,  because  the  carton  was  too  expensive. 

Representative  Ten  Eyck.  But  what  caused  that,  on  the  other 
hand,  was  due  to  the  fact  that  you  sold  it  in  bulk,  and  a  lot  of  these 
Uttle  comer  grocery  stores  kept  these  grits  and  oat  meal,  and  such 
goods  in  bulk,  and  permitted  tnem  to  get  wormy  and  cobwebby,  and 
tnen  passed  them  out  to  the  customers. 

Mr.  EIamper.  Right  there  was  an  uneconomical  method  of  dis- 
tribution by  the  wnolesaler.  If  he  had  distributed  that  in  a  con- 
venient sized  package  of  from  25  to  50  cents  instead  of  200-pound 
packages,  he  would  nave  saved  both  himself  and  the  retailer. 

Representative  Ten  Eyck.  And  he  gave  the  Quaker  Oats  concern 
and  other  concerns  an  opportunity  to  advertise  their  package  goods 
and  put  their  common  goods  on  the  market  in  that  way,  and  the 
pnbhc  is  paying  for  it. 

Mr.  EjkMFEB.  And  they  are  paying  for  it. 

Now,  there  is  another  article  that  is  important,  and  that  is  what 

1  call  practically  a  new  industry.  That  is  the  sweet  potato.  The 
sweet  potato  is  produced  at  a  very  low  cost  per  barrel.  At  times, 
owing  to  climatic  conditions  and  other  things,  there  are  a  good  many 
various  sizes  of  these  potatoes.  The  ordinary  farmer  down  South — 
I  do  not  think  this  statement  applies  with  so  much  force  to  the 
Maryland  farmer — ^but  our  farmer  down  South  will  not  grade  his 
potatoes,  but  will  ship  all  sizes  in  a  barrel,  ranging  from  the  lai^e 
edible  potatoes  to  the  strings,  and  all  sizes.  And  when  he  loads  a 
car  of  potatoes,  he  loses  considerable,  and  the  consumer  loses  also, 
because  with,  say,  10,000  poimds  of  good,  clean,  edible  potatoes  in 
a  car  are  loaded  tnese  other  smaller  and  inedible  potatoes,  and  that 
car  is  loaded  at  a  minimum  weight  of  from  20,000  to  24,000  pounds 
of  freight  and  charges  levied  on  same.  I  have  seen  potatoes  come 
in  durmg  February  and  March  that  have  been  properly  buried  for 
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the  winter,  and  when  they  came  m  and  are  sold  to  the  retailers  they 
are  sold  at  a  loss  of  50  per  cent.  They  have  to  be  handled  by  tte 
wholesaler  or  retailer,  whoever  thev  are  consigned  to,  and  he  has  got 
to  go  to  the  expense  of  handling  them  for  the  purpose  of  separating 
the  edible  potatoes  from  those  that  are  not  good.  There  is  a  dis- 
crepancy there  that  can  be  cured,  and  is  gradually  being  cured  by 
E roper  grading.  But  there  is  a  loss  again  when  they  get  to  the  city, 
ecause  these  medible  potatoes  have  to  be  hauled  off  by  the  sanitarj 
department  of  the  city,  which  is  a  burden  to  the  taxpayer,  and  if 
the  farmer  had  used  them  properly  they  could  have  been  bedded  for 
seed  or  fed  to  his  hws  or  cattle.  They  make  the  finest  feed  for  hc^ 
a  farmer  can  gist,  and  with  a  little  attention  they  make  fine  feed  for 
cattle. 

The  Chairman.  There  are  about  87  varieties  of  sweet  potatoes, 
I  imagine,  because  we  never  get  the  same  kind  twice. 

Mr.  Kamper.  If  you  will  put  a  string  on  your  finger  when  you  go 
to  the  grocer  and  ask  for  Porto  Rican  yams,  you  will  get  the  finest 
potato  that  grows,  and  which  yields  as  high  as  250  bushels  to  the 
acre.  You  will  eat  them  all  the  time  if  you  become  accustomed  to 
them. 

Coming  now  to  the  figures  on  the  meat  market,  these  figures  are 
very,  very  interesting,  because  they  show  a  condition  whicn  no  one 
but  a  very  experienced  meat  man  understands.  Now,  when  we  say 
that  80  per  cent  of  the  retail  grocers  fail,  while  I  have  no  statistics, 
you  can  take  it  from  me  that  92  per  cent  of  the  retail  meat  men  fwl. 
Of  course,  that  does  not  seem  possible  to  one  who  has  to  pay  for 
meat. 

Now,  Mr.  Chairman,  I  want  you  to  turn  back  several  pages,  before 
we  start  on  these  prices,  to  the  sheet  headed  **  Percentage  of  carcass 
of  beef  after  cutting.^'  I  have  a  picture  here  somewhere  to  show 
you  how  a  carcass  is  divided  up,  but  I  do  not  just  put  my  hand  on 
it.  But  this  shows  you  that  the  butcher  can  get  of  chuck,  12.2  per 
cent;  hamburger,  7.76  per  cent;  rib  stew,  6.72  per  cent;  shouloer, 
3.64  per  cent;  porterhouse,  6.66  per  cent;  rib  roast,  7.32  per  cent; 
flank,  3.17  per  cent;  suet,  5.66  per  cent;  bones,  6.4  per  cent — that  is, 
the  bones  he  can  not  sell;  that  is,  not  the  bones  that  he  does  sell — 
kidney,  0.45  of  1  per  cent;  soup  bone,  2.22  per  cent;  rump,  3.99  per 
cent;  brisket,  11.12  per  cent;  round,  12.48  per  cent;  loin,  8.62  per 
cent;  shrinkage,  1.06  per  cent.  That  is  invisible  shrinkage;  just 
plain  evaporation. 

The  thmgs  most  in  demand  are  the  rib  roast,  of  which  there  is  7.32 
per  cent,  and  the  loin,  of  which  there  is  8.62  per  cent.  The  things 
next  in  demand  are  the  rump,  of  which  there  is  3.99  per  cent,  and  the 
round,  of  which  there  is  12.48  per  cent.  Now,  the  balance  of  the 
pieces  of  meat  constitute  what  we  term  in  our  business  the  stew  meat, 
all  that  jclass  of  meat.  Of  course,  marketing  conditions  are  not  the 
same  in  all  parts  of  the  country.  Outside  of  Kansas  City  and  Boston 
and  New  York,  if  you  offer  a  man  who  knows  his  busmess  and  has 
the  money,  what  we  call  in  other  parts  of  the  United  States  a  porter- 
house, he  will  turn  to  you  and  ask  you  if  you  call  that  a  select  piece  of 
meat.  They  eat  a  better  grade  of  meat  in  Kansas  City  and  Boston 
than  in  any  other  place  in  the  United  States. 

The  Chairman.  I  can  testify  to  that.  I  lived  for  a  year  and  a  half 
in  Kansas  City,  and  they  do  Have  the  best  meats  of  any  place  I  hare 
ever  known. 
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Mr.  Kamper.  Therefore,  in  making  any  comparison  of  retail  prices 
in  the  country,  the  Bureau  of  Labor  Statistics  ought  to  bear  these 
things  in  mind.  Now,  I  want  to  call  your  attention  to  this  first  sheet. 
We  went  up  to  our  food  administrator  a  few  years  ago  and  convinced 
him  that  to  put  any  fixed  price  on  a  certain  cut  of  a  carcass  of  beef 
would  prove  a  great  injustice  to  the  man  who  was  able  to  buv  the 
better  grades  of  meat  and  also  an  injustice  to  the  poor  man.  We  cut 
iftp  a  carcass  and  showed  him — ^he  was  a  fairly  good  liver  himself — 
iind  we  asked  him  if  he  wanted  to  pay  such  a  price  for  these  pieces  or 
mts  of  meat.  And  he  saw  the  point,  and  the  Food  Administration 
M  not  undertake  to  control  the  prices  of  meats. 

Conditions  vary  much  in  different  localities.  But  these  schedules 
ire  the  schedules  of  the  only  successful  retail  man  in  the  business, 
•nd  if  he  can  not  maintain  these  schedules  imder  his  conditions 

The  Chairman  (interposing).  This  schedule  of  prices,  I  take  it, 
^presents  the  prices  at  which  he  would  have  to  sell  the  stufiF  if  he 
meht  it  at  the  prices  indicated  at  the  top  ? 
I  Mr.  Kamper.  Yes;  if  he  bought  at  16,  17,  18,  19,  and  20,  and 

>on,  in  order  to  arrive  at  a  gross  profit  of  24.1  per  cent  he  would 

ive  to  sell  at  these  prices,  in  order  to  arrive  at  that  gross  profit 

I  his  sales. 

The  Chairman.  On  his  gross  sales  f 

fMr.  Kamper.  Yes,  sir. 

Tlie  Chairman.  Out  of  that,  of  course,  would  have  to  come  his 

iBrhead  and  everything  ? 
fr  Mr.  Kamper.  Yes,  sir.     Now,  we  will  take  20  cents.     Good  beef 

Kay  is  bringing  from  18  to  22  cents  a  pound  per  carcass.     Of 
se,  you  can  Duy  carcasses  of  beef  cheaper,  of  cows,  and  old 
ieere,  and  indifferent  kind  of  stuff,  but  nobody  who  is  a  judge  of 
teat  would  buy  those.     I  have  a  meat  market  in  my  store,  and 
ive  had  for  the  last  14  years,  but  I  give  you  my  word  that  I  do 
ftfe  know  anything  about  it,  although  I  am  down  there  for  a  half 
«ir  or  an  hour  every  day,  but  I  can  not  run  it.    That  is  a  matter 
^t  takes  more  than  training.     You  have  to  be  able  to  judge  a 
•ircass  as  it  hangs  up  in  the  lonr  quarters,  just  how  much  you  are 
bmg  to  get  out  of  it,  and  a  man  that  can  do  that  is  really  a  genius. 
I  But  take  the  basis  of  20  cents  here  for  a  carcass,  in  order  to  get 
paverage  of  24.1  per  cent,  he  would  have  to  sell  chuck  at  30.5  cents 
f&  pound.     I  do  not  know  of  any  place  in  the  United  States  to-day 

t there  they  are  getting  that  price  for  good  chuck.     We  do  not  get 
at  home.    He  would  have  to  get  30.6  cents  a  pound  for  hamburger. 
e  are  seUing  it  at  15  cents  a  pound,  and  are  glad  to  get  that.     He 
mvii  have  to  sell  rib  stew  at  12  cents,  and  I  do  not  know  of  anv  place 
jAere  it  is  being  sold  for  that.    He  would  have  to  sell  shoulder  at 
|80.5  cents  a  pound.    Porterhouse  steak,  at  52  cents  a  pound;  and 
jfl)  roast  at  30.5  cents  a  pound;  flank  at  8  cents  a  pound;    rump  at 
|30.o  cents  a  poimd;  brisket  at  12  cents  a  pound;  rotmd  steak,  at  38 
|*Qits  a  pound;  loin,  at  44  cents  a  pound;  he  would  have  to  get  3 
!«®t8  per  pound  for  suet.    Now,  you  can  not  get  anything  for  suet 
^owaaays,  because  of  the  value  of  by-products  from  the  packing 
oouses;  there  is  practically  no  value  to  it.    At  one  time  we  got  as 
high  as  6  cents  a  pound.     I  think  our  man  to-day  is  getting  us  1 
*^t  a  pound  for  good  lean  suet,  without  any  bones.    He  would  have 
^^  get  1  cent  a  pound  for  bones.     We  don't  get  anything  for  bones. 
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We  ask  a  man  if  he  will  not  please  haul  them  off.  He  would  have  to 
get  10  cents  for  the  kidneys  out  of  the  carcass,  and  he  would  have  to 
get  50  cents  for  the  soup  bones  out  of  the  carcass. 

Now,  when  during  the  winter  carcasses  brought  as  high  as  36  c^itB 
a  poimd;  he  had  to  get  as  hi^h  as  72  cents  a  pound  for  some  of  his 
choice  cuts  of  meat.  I  don't  mow  of  anv  place  in  the  United  States, 
except  in  New  England,  where  they  could  get  as  much  as  72  cents  a 
pound  for  meat.  They  do  get  it  up  there,  because  those  fellows  up 
there  are  real  merchants.  It  makes  no  difference  to  them  what  they 
have  to  pay,  they  are  going  to  sell  on  the  basis  of  their  overhead 
and  the  cost  of  the  artide,  and  make  a  decent  profit,  or  they  do  not 
handle  it.     With  the  rest  of  us  it  is  a  kind  of  a  hit  or  miss  proposition. 

Representative  Ten  Eyck.  What  do  you  pay  for  your  carcasses! 

Mr.  Eampeb.  From  18  to  22  cents  a  poimd. 

Representative  Ten  Eyck.  Now  ? 

Mr.  Kamper.  Yes;  now. 

The  Chairman.  How  wide  a  range  would  there  be  in  the  carcass 
prices  now  ? 

Mr.  Kamper.  You  can  buy  meat  from  thepackin^  houses  to-daj 
as  low  as  4  cents  a  pound  by  the  carcass.  Tne  pacKing  houses  are 
losing  money  on  that,  of  course.  The  packing  nouses  wiU  cut  up 
these  carcasses,  and  take  the  short  ribs,  and  the  pin  bone  loins  and  the 
loins  and  ship  them  to  New  York,  and  New  York  will  absorb  those  up 
to  as  high  as  10  cents  a  pound,  depending  on  the  demand  for  them 
That  is  one  practice. 

Now,  in  our  section  of  the  coimtry,  and  I  dare  say  it  prevails  up 
here  to  the  same  extent,  in  order  to  supply  steaks  and  other  cuts 
that  the  people  demand,  the  roimd,  and  loin,  and  rib,  and  porter- 
house, we  nave  to  buy  the  hind  quarter  of  the  beef,  which  is,  of  course, 
the  most  expensive.  If  we  could  sell  the  whole  carcass,  we  could 
sell  chucks  that  come  out  of  the  carcass  as  low  as  8  or  10  cents  a  pound. 
But  the  only  thing  we  could  get  our  money  out  of  would  be  the  16 
or  18  or  20  poimds  of  rib  in  the  front  quarter,  depending  on  the  size 
of  the  quarter.  The  bidance  would  be  stew  meat,  or  hamburger,  and 
we  can  not  sell  that  during  the  hot  months  to  our  trade. 

Representative  Ten  Eyck.  What  is  the  practice  now  with  reference 
to  a  meat  dealer  in  one  locality  selling  his  better  cuts  of  meat  to  a 
dealer  in  another  locality  who  can  sell  his  trade  the  better  cuts! 
I  don't  know  whether  that  practice  has  been  discontinued  or  not. 

Mr.  Ejlmper.  That  isn't  discontinued,  but  it  is  conducted  a  little 
differently  now.  The  packing  house  puts  a  master  butcher  into  its 
cooler  at  the  various  places,  and  the  man  that  bu^^s  meat  who  does 
not  want  the  cheaper  cuts  will  get  something  else  in  place  of  them, 
and  it  is  up  to  that  master  butcher  to  adjust  the  price  so  that  the 
packing  house  once  a  week  will  be  able  to  strike  an  average  of  the 
price  tney  want  for  the  carcass. 

Representative  Ten  Eyck.  That  is  done  at  a  central  location  now^ 
rather  than  throi^h  an  exchange  among  the  butchers  ? 

Mr.  BL^mper.  Yes;  and  it  is  very  mucn  better  for  everybody. 

Representative  Ten*  Eyck.  Yes,  undoubtedly. 

Mr.  Eampeb.  Here  is  the  trouble  with  the  meat  situation  nght 
now.  Armour  &  Co.  get  out  a  statement,  as  do  Swift  &  Co.  Tnat 
shows  more  graphical^  than  I  can  tell  vou.  That  shows  that  in 
May,  1920,  the  sale  price  of  by-products  from  one  steer  was  $25.41, 
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d^iile  in  May^  1921,  the  sale  price  of  by-products  from  a  steer  was 
17.48.  The  most  of  this  goes  into  fertilizers,  and  I  doubt  whether 
they  realized  that  much.  In  other  words,  if  he  realized  it  it  was  less 
iiie  discounts. 

Representative  Ten  Eyck.  What  percentage  of  the  carcass  goes 
nto  DjHproducts? 

Mr.  Kampeb.  Roughly  speaking,  45  per  cent.  In  other  words,  a 
l,00O-i>oimd  steer  wfll  dress  out  about  550  pounds,  and  the  other 
150  pounds  is  offal,  and  the  hide,  and  so  on;  out  of  tne  offal  and  fats 
they  make  fertilizer  and  soap,  and  everything  else  out  of  that.  Tliat 
}hows  very  graphically.  He  makes  the  stat^ent  here  that  the  price 
to  the  producer  of  livestock  has  decreased  35  per  cent,  and  the  de- 
:Une  in  meat  and  by-products  was  34  per  cent.  Of  course,  that  was 
bis  purpose,  to  show  that  he  was  not  robbing  the  producer,  as  has 
been  charged,  and  I  think  that  very  largely  clears  up  that  point. 

The  Chatbman.  We  will  put  this  in  the  record. 

(The  paper  referred  to  is  here  printed  in  full,  as  follows:) 

Beef ''on  the  hooP  and  ''on  the  hook,'' 


IfOQO-poand  stmr,  yielding  550  pounds  of  beef. 


UncoBt, 

Paekms-hoiise  meat  expense 

Nat  TBlne  of  by-products 

Sale  price  of  beef  at  packing  house. 

Me  price  of  beef  per  dressed  hundredweight. 

^    -_  jfm«'      ^'  '    ' 

I>edinei 


Dedme  in  price  o\  meat  and  by-productsr 
in  live  cattle  price 


May, 

1820. 


$117.90 

7.21 

25.41 

ioa70 

18.31 


May, 
1921. 


I78wa0 

6.27 

7.48 

70.00 

18.83 


Decrease. 


$41.60 
.04 
17.93 
2«.61 
4.48 
42.54 
4L60 


Per- 
ceota^ 
decrease. 


Percent. 
36 
13 
71 


34 
35 


Here  are  some  interesting  figuree  on  comparative  live-etook  and  meat  pricee  for 
1920  and  1921. 

Examination  of  the  chart  above  and  the  figuree  on  the  sides  of  the  page  nrove  con- 
clusively the  close  relationship  that  exists  between  the  cost  of  live  animals  and  the 
selling  prices  of  manufactured  products  therefrom. 

The  average  producer  of  live  stock  and  the  average  consumer  of  meat,  in  making 
comparisons  of  prices  for  the  same  period,  would  find  that  live-stock  prices  declined 
an  average  of  $41.60,  or  35  per  cent,  while  meat  pricee  show  only  a  decline  of  124.61, 
or  25  per  cent. 

Why  the  discrepancy?  Why  didn't  the  decline  in  price  of  "beef  on  the  hook" 
keep  pace  with  tlie  live  stock  decline?  Why  did  the  price  of  live  animals  decline 
35jjer  cent,  while  the  wholesale  price  of  beef  declined  only  25  per  cent? 

Swift  &  Co.  is  able  to  obtain  only  550  poimds  of  meat  from  the  average  1.000-pound 
stew.  The  other  450  pounds  are  made  up  of  hide,  fats,  and  waste.  In  May,  1920, 
there  was  considerable  value  to  this  by-product  material,  but  in  Mav,  1921,  it  decUnee 
in  value  117.93.  or  71  per  cent,  more  than  double  the  live  animal  decline  and  nearly 
three  times  the  dressed-beef  price  decline. 

In  other  words,  approximately  one-half  of  the  steer  brought  only  about  one-fourth 
of  what  it  had  brought  the  year  before. 

The  figures  show  tnat  the  total  decline  in  the  values  of  the  beef  **on  the  hook*'  and 
of  the  by-products  was  $42.54,  or  34  per  cent,  which  approximately  balances  the 
decUne  in  costs  of  animals  *'on  the  hoof/'  which  was  $41.60,  or  35  per  cent. 

RepresentatiYe  Ten  Etok.  Mr.  Eamper,  would  you  mind  telling 
us  what  you  are  getting  for  the  different  cuts  of  meat  ? 
Mr.  EjufFBB.  I  will  De  very  glad  to. 
The  Chaibman.  You  can  get  from  Mr.  Kamper  anything  he  has. 
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Mr.  ELamper.  I  have  learned  a  lesson,  that  when  you  go  to  the 
Goyemment  authorities  in  an  open,  frank  manner,  they  are  going  to 


treat  you  accordingly.  If  you  try  to  hide  anything,  you  will  find 
out  that  you  have  not  hidden  it.  Anjthing  I  mow  I  will  be  glad  to 
tell  you.  Although  this  is  a  pretty  big  problem,  trying  to  handle  38 
per  cent  of  the  people's  money — but  anything  I  have  is  at  your 
service. 

Now,  you  take  this  illustration,  and  if  you  will  make  a  pencil  nota- 
tion there  on  the  schedule  of  prices  on  the  basis  of  prices  paid — ^take 
22  cents,  for  example — that  is  what  our  average  cost  has  been  lately, 
because  we  have  had  to  buy  so  many  extra  hmds  and  things  of  that 
kind.  For  chuck  we  get  about  24  cents;  for  hamburger  we  get  15 
cents;  for  rib  stew  we  get  about  12^  cents,  and  for  shomder  about  24 
cents;  for  porterhouse  steak  55  cents,  for  rib  roast  30  cents,  for 
flank— -=^1  don't  know  what  we  do  get  for  that  now,  but  put  that  at 
12^  cents,  although  I  think  that  is  more  than  we  actually  get  out  of  it. 
It  depends,  I  thmk,  on  your  customer  and  on  circumstances.  For 
rump  we  get  about  30  cents,  for  brisket  about  12 J  cents,  for  round 
about  38  cents,  for  loin  about  40  cents,  for  suet  about  1  cent,  and 
for  bones  we  do  not  get  anything,  for  the  kidney  we  do  not  get 
anything  and  for  the  soup  bones  we  can  not  get  over  20  cents 
out  of  those  at  this  time  of  the  year;  in  other  words,  I  know 
from  the  monthly  report  we  make  m  our  market  that  we  are  not 
averaging  as  much  as  that  during  the  summer  months.  In  the 
winter  months  we  can  do  that,  because  we  can  sell  the  stewing  meats, 
and  the  hamburger  and  things  of  that  kind.  But  we  can  not  do  that 
in  the  summer  months,  and  we  have  about  seven  montJis  of  summer 
weather  down  there,  and  about  five  months  of  cool  weather. 

The  Chairman.  In  other  words,  the  people  do  not  buy  anything 
to  roast  or  boil  in  the  summer  months* 

Mr.  Kamper.  No;  they  want  something  they  can  put  in  the  skillet 
and  prepare  right  quick. 

Representative  Ten  Eyck.  Can  you,  in  your  market,  get  out  of  a 
carcass  the  percentages  that  you  have  set  down  here  ? 

Mr.  Kamper.  No,  sir;  that  is  an  ideal. 

Representative  Ten  Eyck.  That  is  what  I  wanted  to  bring  out. 

Mr.  Kamper.  Yes;  that  is  an  ideal.  We  may  do  it  some  months, 
but  take  it  from  January  to  January,  we  can  not  do  it. 

Now,  here  is  another  thing,  and  this  is  a  point  that  is  generally  mis- 
imderstood.  This  is  the  price  of  hams  based  on  tests  made  on  Novem- 
ber 29,  1918.  The  ham  market  to-day,  on  this  basis  here,  is  from 
32  cents  to  36  cents  on  high-grade  skinned  hams,  and  that  is  the  only 
kind  that  it  would  pay  a  butcher  to  cut.  At  36  cents,  in  order  to 
average  this  percentage,  we  would  have  to  get  60i  cents  a  p6und  for 
the  best  cuts.  At  32  cents  a  pound,  we  would  have  to  get  53  cents 
for  the  best  cuts.  There  is  the  cost.  The  cost  price  here,  and  the 
sale  price  has  to  run  here  mighty  nearly  100  per  cent  above  the  cost 
price  in  order  to  get  an  average  of  around  20  per  cent.  That  is  one 
thing  that  very  few  people  understand.  There  is  so  much  shrinkage 
in  a  nam. 

.  The  Chairman.  Where  does  that  shrink  come  in;  on  the  end  of  the 
ham  ? 

Mr.  Kamper.  At  both  ends  of  the  ham.     And  then  if  a  man  is  not 
very  skilled  in  cutting  a  ham,  he  can  cut  a  ham  in  a  certain  way  and 
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waste  a  great  deal  more.  If  a  man  is  skilled,  he  can  cut  it  so  as  to  get 
more  out  of  it.  That  is  a  very  strange  thing.  I  have  observed 
expert  men  cutting  hams.  You  take  the  general  nm  of  men — ^you 
know  the  shape  of  a  ham — and  the  average  man  would  say  this  is  the 
way  to  cut  it,  this  way  [indicating].  'Ine  expert  goes  across  here 
[indicating]  with  diagonal  slices.  He  cuts  oS  a  half  pound,  which  is 
absolutely  wasted,  and  then  he  comes  this  way  [mdicating],  and 
works  it  that  way  [indicating],  and  he  gets  more  desirable  slices,  and 
really  gets  from  a  half  poimd  to  three-quarters  of  a  pound  more  out  of 
a  16-pound  ham  by  cutting  it  that  way.  Here  is  the  hock  here  [in- 
dicating], and  he  begins  this  way  [indicating].  1  dare  say,  if  Armour 
or  Swift  would  conouct  a  school  for  moat  cutters — and,  by  the  way, 
I  am  trying  to  get  Edward  Morris  to  start  one — and  you  should  take 
100  men  from  your  city  here  to  go  and  cut  a  ham,  the  chances  are  that 
they  would  all  start  to  cut  it  tms  way  [indicating].  The  question  is. 
Who  pays  for  it  ?  The  producer  pays  for  it  in  a  way,  and  the  mer- 
chant and  the  consumer  also  pay  for  it,  in  a  way. 

The  Chairman.  The  whole  thing  seems  to  come  down  to  the  propo- 
sition that  none  of  us  know  quite  as  much  about  our  business  as  we 
ought  to. 

Mr.  Kampeb.  In  other  words,  it  is  too  easy  to  get  in  and  mighty 
nearly  as  easy  to  get  out. 

The  Chairman.  The  schedules  you  have  used  here  to  illustrate 
this  may  go  into  the  record. 

(The  schedules  and  tables  referred  to  are  printed  in  full,  as  follows:) 


Schedule  of  prices, 
CARCASS  PRICE  BASIS. 


Average  gross  profit,  24.1  per  cent. 


Percentage  of  carcass  of  beef  after  cutting. 


16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

Chuck 

24 
24 

9 
24 
41 
24 

6 

21 

35 
3 

1 
10 

50 

26 
26 
10 
26 
44 
26 

^ 

10 
83 
37 
3 

1 
10 

50 

27* 
35 

1» 

1 
10 

50 

29 
29 

M* 
1 

1 
10 

50 

38 
44 

3 

1 
10 

50 

32 
32 

46 
3 

1 
10 

50 

13 
334 
57 
33 

sS 

13 
42 

1* 

1 
10 

50 

35 
35 
14 
35 
60 
35 
9 
35 
14 
44 
51 
3 
1 
10 

50 

364 
36 
14 
36 
62 
36 

9 
36 
14 
46 
63 

3 

1 
10 

50 

38 
38 
15 
38 
65 
38 
10 
38 
15 
48 
55 
3 
1 
10 

60 

394 
39 
15 
39 
67 
39 
10 
39 
\h 
50 
57 

3 

1 
10 

60 

41 
41 
16 
41 
70 
41 
11 
41 
16 
52 
50 
3 
1 
10 

50 

424 

Hamburser 

42 
16 
42 
72 
42 

Ribrtw^.::::::::: 

Shoolder 

Porterhouse  steak... 
Rib  roast 

Flank 

11 

Romp.  . 

t? 

Brisket 

Round 

54 

Loin 

•s» 

Suet 

Bones 

1 

Kidney  (per  carcass). 
Soap  b<mes  (per  car- 
cass)  

10 
50 

Per  cent. 

Chuck 12.20 

Hamburger 7.76 

Rib  stew 6.72 

Shoulder 3.64 

Porterhouse 6. 66 


Rib  roast. 
Flank. 
Suet. . 
Bones. 


7.32 
3.70 
5.66 
6.40 


Percent  . 

Kidney 0. 45 ' 

Soup  bone 2.22 

Rump 3. 99 

Brisket 11.12 

Round 12.48 

Loin 8.62 

Shrinkage 1.06 


Total 100.00 
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Te$t  on  ham  by  Kutner'i  markeL 

Weight,  15  pounds  15  ounces,  at  37i  cents $5. 97 

12  pounds,  at  55  cents 6. 60 

2  pounds  11  ounces  hock,  at  20  cents 54 

Total 7.14 

Profit  (16.38  per  cent) 1. 17 

Loss  in  cutting  (bones  and  trimmings),  7.45  per  cent. 

Schedule  of  prices. 
SHORT  LOIN. 


30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

m 

Portftrhmisft  stoftk 

10.521 
.40 
.16 
.07 
.02 

.42 

.07 
.02 

10.56 
.43 
.17 
.07 
.02 

10. 5<^ 

f 

.07 
.02 

.18 
.07 
.02 

10.61 
.47 

•i2* 

.07 
.02 

ia63 
.484 
.19 
.07 
.02 

10.65 
.50 

.07 
.02 

•^58 

.20 
,07 
*02 

Sa68 

•i 

.07 
.02 

tlXTO 

Pin  bone  steak 

Flank 

?1 

TaUow 

(ft 

Bones 

03 

41 

42 

43 

44 

45 

46 

47 

48 

49 

90 

Porterhniise  steak ...    x  ...  

ia72 

■M 

.07 
.02 

.07 
.02 

10.75 
.58 

'B 
.07 

.02 

10.77 

:§♦ 

.07 
.02 

10.79 

.07 

.02 

.62 
.24 
.07 
.02 

ias2  ia84  ta85) 

.63|     .64^     .66 
.241     .25       .25J 
.07       .07       .07 
.02      .02       .02 

•^^ 

Pin  bone  steak 

Flank 

% 

TaUow 

m 

Bones 

02 

Average  gross  profit,  25.3  per  cent. 


LEO  OF  VEAL. 


20 

21 

22 

28 

24 

25 

26 

2: 

Round 

ia37 
.87 
-37 
.07 
.30 
.30 
.02 

90.89 
.39 
.39 
.071 

f 

.02 

8a41 
.41 
.41 
.08 
.33 
.33 
.02 

8a  43 
.43 
.48 

.08 

.02 

8a45 
.45 
.45 

:§? 

.86 
.02 

•0.47 
.47 
.47 
.09 
.374 

•s* 

.02 

90.40 
.49 
.49 
.09 
.38 
.39 
.02 

naa 

Ldn 

■af 

Porterhouse  stcnJc 

.51 : 

Trimming?. ,....,- 

.ngr 

Rump  roast '. 

.3' 

Lean'meat * 

m 

Bones 

5" 

28 

29 

30 

31 

32 

33 

84 

33 

ia53 
.53 
.53 
.10 
.42 
.42 
.02 

fa  541 
.1? 
.02 

ia564 
.5ft 
.6ft 

.45 

ia58 
.58 
.58 
.11 

8a  60 
.60 
.60 
.lU 

roi 

.61 

.11 

.49 

8a  63 
.63 
.63 
.13 
.51 
.51 
.02 

"a 

.64 
.12 
.53 

Loin 

Porterhouse  steak 

TflTTinitngs .,,.,.., 

"RuTP  roa«t t  r . . . , 

.4ftii    .48' 

Lean  meat 

.SI!     .4g       .4qX 

B<mes 

.02  ;    .02'i    .02  i    .02' 

.02 

Average  gross  profit,  24.8  per  cent. 


HINDS. 


20 

21 

22 

23 

34 

25 

36 

27 

28 

» 

Porterhouse  steak 

10.45 
.40 
.35 
.31 
.28 
1.00 
.28 
.10 
.03 
.15 

•a  47 
.42 
.37 
.32 
.29 
1.00 
.29 
.10 
.03 
.15 

Sa49 
.44 
.39 
.34 
.80i 
LOO 
.30i 
.10 
.03 
.15 

.41 

LOO 
.32 
.10 
.03 
.15 

.43 

:M1 

LOO 
.33} 
.10 
.03 
.15 

ia55 
.60 
.55 
.40 
.35 
LOO 
.35 
.10 
.03 
.15 

ia57i 
.52 
.47 

.36) 

.03 
.15 

laao 

.43 
.38 
LOO 
.38 
.10 
.03 
.15 

.51 
.45 
.39 
LOO 
.39 
.10 
.03 

Kl«5 

Loin  steak 

.» 

Round  ffteak 

:a 

Rump  roart^  r  T 

.41 

Shin  bone  (total) 

1.00 

Flank  steak .' 

.41 

Kidney  (total) 

.10 

Suet 

.(& 

Scraps  and  bones  (totol) 

.15 

.15 
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ScheduU  of  price*— Contdnued. 
HINDS— Continued. 


30 

31 

32 

33 

84 

35 

30 

37 

38 

.48 
.42 
1.00 
.42 
.10 
.03 
.15 

ia70 

.03 

lioo 

.43i 
.10^ 
.03 
.16 

10.72 
.65 
.57  J 
.51 
.45 
1.00 
.45 
.10 
.03 
.15 

•0.74J 
.67 

3 

LOO 
.46 
.10 
.03 
.15 

10.76 
.60 

.47 
1.00 
.47 
.10 
.03 
.15 

.63 
.55i 
.49 
1.00 
.49 
.10 
.03 
.15 

10.31 
.73 
.65 

:I3 

1.00 
.50i 
.10 
.30 
.15 

10.83 
.75 
.67  J 
.50 
.51i 
1.00 
.51i 
.10 
.03 
.15 

10.851 
.77 

Ronnd  rt^wk. . . .                           

3 

LOO 

Rump  rout 

HftmSurger « 

Shin  bone  (total) 

Flaak  steak 

.53 

Kidney  (total) 

.10 

SoeC. .......................................... 

.03 

Scraps  and  bones  (total) 

.15 

Average  gross  profit  25.6  per  cent. 

Sale  price  on  bacon  based  on  test  made  Nov.  29,  1918. 


Cost. 

Sell. 

Profit. 

Cost. 

Sell. 

Profit. 

Cost. 

SeU. 

Profit. 

Cost. 

SeU. 

Profit 

P,eL 

P.  a. 

P.O. 

P.ct. 

«X30 

90.42k 

25.7 

ia36 

ia5i 

25.2 

10.41 

10.58 

25.1 

SO.  46 

""-.^ 

25.8 

.31 

.44 

25.6 

.37 

.52i 

25.2 

.42 

.59J 

25.3 

.47 

25.4 

.32 

.45} 

25.4 

.38 

.54 

25.4 

.43 

.61 

25.5 

.48 

.68 

25.4 

.33 

.It 

25.2 

.39 

.55 

25.0 

.44 

.62J 

25.7 

.49 

.69J 

25.5 

.34 

.48i 

25.6 

.40 

.56) 

25.2 

.45 

.64 

25.6 

.50 

.71 

25.5 

.35 

.^ 

25.4 

Test  on  bacon  by  Kistner*s  market. 
Weight,  6  pounds  6  ounces,  at  51  cents $3.  25 

Cut,  6  pounds,  at  60  cents 3.  60 

Ends,  2  ounces,  at  20  cents 02 

3.62 
Profit  (10.46  per  cent) 37 

Loss  in  cutting,  3.92  per  cent. 


Sale  price 

on  ham  based  on  test  made  Nov.  29,  1918.  - 

Cost. 

Sell. 

Profit. 

Cost. 

SeU. 

Profit. 

Cost. 

SeU. 

Profit. 

Cost. 

SeU. 

Profit. 

Perd. 

Perd. 

Perd. 

Perd. 

10. 2D 

to.  32 

25.0 

10.26 

•"i^ 

24.9 

10.31 

$0.5H 

25.1 

10.36 

lo.eoi 

25.2 

.21 

.34 

25.5 

.27 

25.1 

.32 

.53 

24.7 

.37 

.62 

24.9 

.22 

■.^ 

24.9 

.28 

.46 

25.0 

.33 

.55 

25.0 

.38 

.64 

25.2 

.23 

25.3 

.29 

.48 

25.2 

.34 

.57 

25.3 

.39 

:^ 

24.9 

.24 

.39 

24.8 

.30 

.49i 

24.8 

.35 

.58J 

24.9 

.40 

25.2 

.25 

.41 

25.2 

Hock  to  sell  at  20  cents. 

Mr.  Eampeb.  Now,. there  is  one  other  thing  that  I  want  to  insert 
into  the  record.  The  question  is  asked  of  Mr.  Melvin  T.  Copeland, 
director  of  the  bureau  of  business  research  of  Harvard  University, 
"Are  small  stores  expensive  ? '' 

Now,  it  is  not  necessary  to  read  all  of  this,  but  I  would  like  to 
read  this  paragraph.     [Reading:] 

Answering  your  recent  letter  with  inclosed  newspaper  clipping,  I  am  sendins:  you 
a  marked  copy  of  our  Bulletin  No.  13,  and  wish  to  call  your  attention  especially  to 
our*  statements  on  pages  15  and  16.  I  am  not  familiar  with  the  investigation  referred 
to  in  your  clipping,  so  I  can  not  judge  the  reasons  for  the  difference  between  their 
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conclunong  aad  the  re3ult3  that  our  investigations  have  indicated.  Po.«ibly  our  in- 
vestigations have  not  covered  a  sufficiently  large  number  of  stores  througjiout  the 
country  to  be  conclusive,  but  so  far  in  the  retail  grocery  trade,  and  also  in  most  other 
retail  ^udes,  we  have  found  that  when  the  small  store  is  well  managed  it  is  operated 
as  cheaply  as  the  larger  stores  and  store  sjrstems — and  sometimes  at  even  less  expense. 
Personally  I  have  come  to  tlie  concludon  that  the  small  store  is  able  to  hold  its  own 
under  sound,  prc^esnve  management. 

Representative  Ten  Eyck.  I  would  like  to  ask  one  other  question 
as  regards  meat:  What  is  the  size  of  carcass  that  you  feel  is  tne  most 
economical  size  to  buy  for  cutting  up  for  your  retail  trade  ? 

Mr.  Kamper.  Well,  we  change  that  a  little  bit  in  the  diflferent 
seasons,  owing  to  the  demands  of  the  trade.  In  the  warm  weather, 
when  the  people  want  mostly  steaks  and  small  roasts,  we  would 
rather  have  a  carcass  that  would  dress  out  aroimd  400  pounds.  In 
the  winter  time,  if  the  carcass  is  properly  filled  out,  and  the  right 
quality,  and  corn  fed,  we  do  not  object  to  a  carcass  weighing  as  much 
as  500  poimds. 

Representative  Ten  Eyck.  That  would  come  from  a  steer  weigh- 
ing aoout  1,000  pounds. 

Mr.  Kampee.  Yes;  probably  a  little  less  than  1,000  pounds. 

Now,  in  order  to  get  a  desirable  loin  or  rib  for  the  Boston  or  New 
York  market,  such  as  is  popular  now,  they  have  to  use  the  large 
cattle.  Of  course,  they  get  a  high  enough  price  for  that  to  reduce 
their  price  for  the  carcass,  even  if  it  is  high  Quality,  so  that  the  packer 
can  can  or  corn  what  he  can  not  sell  as  fresh  meat.  Of  course,  there 
has  not  been  any  opportunity  for  the  packer  to  do  anything  of  that 
kind  for  some  tune,  on  account  of  the  immense  amount  of  surplus 
meats  that  have  been  diunped  onto  the  market.  The  packers  are 
commencing  to  can  again. 

Representative  Ten  Eyck.  Your  trade  is  the  average  trade  of  the 
country? 

Mr.  Kamper.  No;  our  trade  is  a  high-class  trade. 

Representative  Ten  Eyck.  I  mean,  an  average  high-class  trade  of 
the  country  ? 

Mr.  Kamper.  Yes,  sir. 

Representative  Ten  Eyck.  But  not  a  trade  like  Boston  or  New 
York  or  Chicago,  that  demand  the  large  cuts  ? 

Mr.  Kamper.  No,  sir. 

There  is  another  thing  that  I  would  like  to  mention  before  I  con- 
clude.    I  do  not  want  to  take  too  much  of  yoiu*  time. 

The  Chairman.  Go  right  ahead;  you  are  giving  us  information  on 
a  lot  of  things. 

Mr.  Kamper.  I  have  an  article  here  from  the  Interstate  Grocer  of 
August,  1913,  in  relation  to  the  effect  of  freight  rated  on  canned  goods. 
If  you  do  not  put  the  whole  thing  in  the  record,  I  will  sunmianze  bv 
reading  a  table  of  percentages  which  appears  here.  PersonaUv,  I 
have  not  checked  them,  but  I  know  the  man  who  made  them  di3  so 
with  a  sincere  purpose.  From  the  knowledge  I  have,  myself,  I  know 
that  the  figures  are  approximately  correct.     [Reading:] 

To  show  how  freight  actually  does  enter  into  the  equation  of  food  prices,  the  followiiii 
table  on  10  selected  items  is  subjoined. 

Now,  before  I  read  that,  I  would  like  to  make  the  statement  thatj 
freight  is  actually  a  part  of  the  cost  of  food.  A  man  who  is  running 
a  store  like  a  dry^  goods  store,  where  they  can  charge  a  part  of  their 
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expense  as  freight,  is  in  a  different  position.  But  the  retail  grocer, 
if  he  buys  a  doflar  article  and  pays  25  cents  freight  on  it,  it  costs  him 
$1.25,  and  he  has  to  boost  his  selling  price  to  get  it  to  what  it  costs 
him  to  get  it  in  his  house,  and  that  \^1  be  appreciated  in  view  of  this 
statement  here.  Now,  he  adds  a  table,  which  shows  the  following 
results:  On  canned  com  from  Maine,  the  selling  price  of  the  corn 
per  can  would  be  20  cents,  and  the  freight  cost  per  can  would  be 
0.0186,  or  the  freight  would  amount  to  9  per  cent  of  the  selling  price. 
On  Maryland  canned  tomatoes  selling  at  10  cents  a  can,  the  freight 
cost  would  be  0.017  per  can,  making  the  freight  cost  17  per  cent  of 
the  selling  price.     On  canned  peacnes  from  California,  the  selling 

Erice  per  can  would  be  29  cents,  and  the  freight  cost  per  can  would 
e  0.035,  making  the  freight  cost  11.07  per  cent  of  the  selling  price. 
On  canned  salmon  from  Washington  the  selling  price  per  can  would 
be  11  cents,  and  the  freight  cost  per  can  would  be  0.021,  making  the 
freight  cost  19.09  per  cent  of  the  selling  cost. 

On  sugar  from  Louisiana  selling  at  7  cents  a  pound  the  freight  cost 
$0.0087  per  pound,  making  the  freight  cost  12.43  per  cent  of  the 
selling  price.  On  rice  from  Louisiana  selling  at  7  cents  per  pound 
the  freight  cost  is  $0,007  per poxmd,  making  the  freight  cost  10  per 
cent  of  the  selling  price.  On  nour  from  Minneapolis  sluing  at  5  cents 
per  pound,  the  freight  cost  is  $0.0033  per  pound,  making  the  freight 
cost  6.6  per  cent  of  the  selling  price.  On  raisins  from  California 
selling  at  35  cents  a  pound,  tne  freight  cost  is  $0,027  per  pound, 
making  the  freight  cost  7.71  per  cent  of  the  selling  pnce.  Navy 
beans  irom  Michigan  selling  at  6i  cents  a  pound,  tne  freight  is 
$0.0062  per  pound,  making  tne  freight  charges  9.63  per  cent  of  the 
selling  price.  On  vinegar  from  New  York  selling  at  50  cents  per 
gallon,  the  freight  is  $0,063  per  gallon,  making  the  freight  charges 
12.6  per  cent  of  the  selling  price. 

The  Chairman.  Is  this  m  any  particular  location  ? 

Mr.  ELampeb.  He  is  giving  this  as  a  statement  given  out  by  the 
Pennsylvania  Railroad  Co.,  and  he  is  quoting  some  locations  aroimd 
St.  Loiiis.  This  is  published  by  a  St.  Louis  paper,  and  this  is  around 
St.  Louis. 

Now,  coming  back  to  that  freight  that  I  gave  you  on  eggs  on  less 
than  carload  lots,  that  freight  amounts  to  3  cents  a  dozen. 

Now,  here  is  a  typical  illustration  of  a  thing  that  happened  last  year. 
At  Fitzgerald,  Ga.,  which  is  350  miles  below  Atlanta,  and  below  the 
frost  line,  except  in  very  cold  weather,  there  is  a  widow  lady  who  is  a 
very  progressive  farmer,  in  my  opinion.  She  owns  25  acres  of  land 
ana  cultivates  that  and  about  25  acres  more.  She  comes  up  to 
Atlanta  every  year  and  tries  to  find  out  what  will  be  in  demand. 
She  is  doing  some  very  scientific  work  along  that  line.  She  comes  up 
to  Atlanta  and  tries  to  find  out  what  the  daily  market  will  be  on  cer- 
tain classes  of  vegetables.     She  found  out  from  us  and  the  wholesale 

eople  that  there  would  be  a  good,  active  demand  for  bimch  turnips. 

he  got  approximately  the  size  that  would  be  desired,  and  she  went 
to  the  seed  nouse  and  bought  her  seed,  and  went  home  and  raised  her 
turnips  and  shipped  them  to  Atlanta  in  the  most  economical  wav  she 
could  ship  them — ^in  sugar  barrels,  which  would  hold  aroimd  5  dozen 
hunches.  We  paidher  40  cents  per  dozen  bunches  for  those  turnips. 
Somebody  in  her  neighborhood  saw  what  she  was  doing  and  tried  to 
get  some  of  the  busmess,  but  they  could  not  buy  the  turnips  from 
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her,  as  she  had  made  her  arrangements  to  supply  a  certain  number  of 
bunches  each  day.  The  other  people  looked  around  for  a  place  to  get 
turnips  and  foimd  they  could  get  some  in  the  neighborhood  of  New 
Orleans,  and  they  made  arrangements  to  ship  turnips  from  New 
Orleans,  I  think  about  500  miles  away.  And  they  found  when  they 
began  to  ship  them  that  they  could  lay  them  down  for  32  cents  a 
dozen  bimches.  She  was  paying  40  cents  a  dozen  bimches  on  a  less 
haul.  Our  rate  to  her  was  49  cents  j>er  dozen  bimches  f .  o.  b.  Fitz- 
gerald. 

In  other  words,  on  approximately  a  50  per  cent  less  haul  on  those 
tiunips,  there  was  a  50  per  cent  greater  express  rate.  Now,  we 
appealed  to  the  local  State  railroad  commission,  but  could  not  get 
any  relief.  What  was  the  result  ?  Our  firm  alone  paid  the  express 
company  and  this  woman  on  tiunips  and  turnip  salad — this  seems  like 
a  large  amount,  but  we  eat  turnip  salad  like  you  people  here  eat 
spinach,  for  greens — we  paid  that  ladv  in  December,  January,  and 
February,  for  turnips  ana  turnip  salad,  a  little  over  $6,000,  and  we 
paid  the  express  company  not  quite  $6,000^  because  the  express  rate 
was  a  little  less  on  salad  than  she  got  at  the  tune.  This  lady  apparent- 
ly had  a  prosperous  season,  but  she  came  up  to  Atlanta  the  other  day 
and  wanted  me  to  help  finance  her  for  this  year's  crop. 

Now,  that  situation  is  a  very  imfortunate  one,  and  is  tvpical  of 
others,  and  shows  what  the  express  rates  are  doing  to  other  large 
sections. 

Representative  Ten  Eyck.  I  do  not  quite  imderstand  what  you 
mean.     Do  you  mean  to  say  you  paid  that  express  ? 

Mr.  Kampeb.  We  paid  the  express  and  paid  this  lady.  We  handed 
her  about  $6,000,  and  we  paid  the  express  company  approximately 
the  same.  But  what  I  want  to  drive  nome  is  that  the  lady  did  not 
make  any  money;  and  the  other  thing  is  that  the  people  in  Atlanta 
paid  a  mgh  price  for  turnips.  We  jobbed  some  of  them  to  other 
concerns.  And  then  another  thing  is  that  there  is  no  consistency 
between  the  rate  from  these  points.  From  New  Orleans  to  Atlanta 
it  was  interstate  business,  and  from  Fitzgerald  to  Atlanta  it  was 
intrastate. 

The  Chairman..  Until  recently  there  has  not  been  much  considera- 
tion given  to  production  centers;  nobody  has  had  any  data  as  to 
where  the  production  centers  were. 

Mr.  Kampeb.  That  is  true;  consequently  the  freight  bore  no  rela- 
tion whatever  to  the  production  centers,  and  the  consimiing  centers. 
You  can  not  make  up  arw  freight  rates  until  they  have  reference  to 
the  places  where  the  stuff  is  produced. 

The  Chairman.  And  that  nas  not  been  available  imtil  recently. 

Mr.  ELamper.  But  in  this  case,  if  the  freight  had  been  fi^urea  on 
the  mileage  basis,  there  would  have  been  a  more  equitable  rate 
anyhow. 

Kepresentative  Ten  Eyck.  That  is  a  matter  that  has  got  to  come, 
the  matter  of  regional  rates. 

Mr.  Kamper.  rJow,  another  thing  that  has  affected  the  food,  and 
has  been  acute  at  times  in  the  last  two  years,  and  is  now,  in  the 
minds  of  some  people  acute.  That  is  the  question  of  Government 
control,  and  the  question  of  markets.  What  I  mean  by  markets,  is 
retailers,  producers,  and  curb  markets,  and  terminal  markets — I  do 
not  want  to  go  into  that,  because  that  is  a  subject  all  by  itself,  but 
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SO  far  as  the  terminal  market  is  concerned;  the  grocers  would  wel- 
come anything  Uke  that,  because  that  would  give  the  retailer  a  chance 
to  purchase  goods  under  competitive  conditions^  and  that  is  the 
only  real  condition.  And  it  would  enable  the  producer  to  sell  his 
goods  on  a  high  market,  or  any  other  way.  We  nave  that  condition 
existing  to  a  certain  extent  in  the  fruit  auctions  in  New  York  City, 
and  some  otiiers. 

So  far  as  the  retail  curb  market  is  concerned,  I  believe  the  retail 
grocers  of  the  country  believe  those  are  good  things,  so  long  as  they 
are  inexpensively  conducted  and  operate,  effecting  a  saving  to  the 
consumer.  But  when  you  get  to  the  municipal  market  buildings, 
whether  in  the  Government,  or  state,  or  city  or  town,  I  beUeve  they 
are  really  imdertaking  something  that  is  a  great  loss  to  them.  Right 
here  in  Center  Market,  in  Washington,  the  prices  are  as  high,  and  the 
service  rendered  about  as  numerous  as  in  a  grocery  store.  The  only 
possible  advantage  there  is,  is  a  Uttle  wider  variety  to  select  from, 
and  the  consumers  do  not  really  get  any  value  out  of  that  market. 
And  the  history  of  the  whole  marEet  proposition  from  Europe  down 
to  here  proves  that.  France,  Paris,  has  $18,000,000  invested  in 
markets  that  were  built  shortly  after  the  eighteenth  century.  Berlin 
has  a  tremendous  investment  of  $30,000,000  invested  a  few  years 
after  that.  What  have  they  done  with  them?  One  market  is 
operated  in  Paris,  or  partly  operated,  and  the  others  are  tinned  into 
stable  for  cavalry.  I  iust  want  to  interject  that,  because  some 
people  think  that  is  a  solution  of  the  whole  food  problem. 

Before  I  get  away  from  the  freight  rates,  it  is  not  improper  for  me 
to  say  that  the  retail  grocers  are  bitterly  opposed  to  a  consumers*  tax; 
that  is,  if  that  tax  is  to  apply  on  foods.  And  while  this  is  not  the 
place  to  talk  of  it  pohticallv,  and  while  we  are  not  interested  in 
politics  here,  I  beUeve  it  will  be  the  death  knell  of  any  poUtical  party 
that  imdertakes  it.  I  do  not  beUeve  that  any  party.  Democratic  or 
Republican,  can  afford  to  undertake  a  proposition  of  that  kind,  par- 
ticularly when  you  take  in  view  the  fact  that  Mr.  Hoover  brought 
out  in  nis  administration — and  he  gave  more  attention  to  it  up  to 
that  time  than  anyone  else  that  we  know  of — that  there  are  in  the 
majority  of  instances  from  four  to  five  and  eight  handlings  of  food 
before  they  finally  reach  the  ultimate  consumer.  Only  in  rare 
instances  can  the  man  who  produces  the  stuff  sell  it  to  the  man  who 
actuaJly  eats  it. 

If  a  customer  comes  in  and  wants  to  buy,  say,  25  cents  worth  of 

g)tatoes — you  take  the  figures  I  have  given  you  of  3  per  cent,  and  the 
arvard,  figures  give  it  only  2  per  cent,  and  you  can  see  that  the 
grocer  can  not  pay  that,  if  he  gets  only  2  per  cent.  So  when  the  Uttle 
girl  comes  to  the  store  and  wants  25  cents  worth  of  potatoes,  he  has 
to  charge  her  1  cent  tax  on  the  25-cent  purchase.  So  to  get  the 
potatoes  from  the  farmer  who  raised  them  to  the  wholesaler,  and  in 
many  instances  another  wholesaler,  and  then  to  the  jobber,  and  to 
the  retailer  and  from  the  retailer  to  the  ultimate  consumer  makes 
five  handlings,  and  you  can  see  what  the  sales  tax  would  amoimt  to. 
I  know  what  I  am  talking  about.  You  take  the  city  of  Atlanta,  a 
town  of  204,000  people,  and  in  a  radius  of  40  miles  there  are  about 
500,000  i>eople.  Practically  everything  that  comes  to  Atlanta  comes 
in  carloads  and  is  distributed  to  the  wholesalers  and  jobbers  and 
through  the  peddlers  and  retailers  out  to  the  prople,  and  you  will 
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find  that  you  have  an  average  of  five  handlings,  or  five  transactions 
to  get  the  northern  potato,  the  Indiana,  or  New  York  potato,  to  the 
people  in  that  vicinity;  that  is,  there  are  about  five  transactions 
before  it  gets  to  the  ultimate  consumer.  That  tax  will  be  a  burden 
on  the  poor  people  which  will  be  unbearable. 

There  is  another  thing  that  I  think  is  expressed  very  clearly  in  an 
article  in  the  Saturday  Evening  Post  of  August  13,  1921,  by  Robert 
Crozier  Long,  than  anything  I  have  seen  in  recent  issues  of  the  papers. 
There  was  also  an  article  in  the  Country  Gentleman  recently,  but  I 
do  not  have  that  here.  This  article  is  entitled  ''Grermany's  new 
peac^  offensive."  I  will  not  read  this  except  that  I  want  to  emphasize 
this  fact  [reading] : 

As  long  as  the  war  lasted  the  State  could  not  afford  to  think  of  the  future.  It^ffiga- 
iated  food  with  the  immediate  aim  of  feeding  the  population  cheaply,  and  it  achieved 
success,  in  that  home-produced,  maximum-priced  wheat  costs  one-tliird  the  price  d 
American  wheat.  But  because  no  country  is  as  cheaply  fed  as  Germany,  no  country 
is  as  ill  fed.  Farmers  turned  from  the  State-controlled,  maximum-priced  crops, 
which  were  also  the  meet  necessary,  to  crops  that  could  be  sold  in  the  free  market 
Fertilizers  were  dear,  and  farmers  refused  to  buy  them. 

The  thing  I  want  to  emphasize  is  that  the  farmers  did  not  produce 
the  things  that  were  controlled  by  the  State.  And  this  terrific 
starvation  plea  that  you  read  about  in  reference  to  Russia  was  brought 
about,  so  I  nave  read  in  a  recent  article  in  the  Literary  Digest,  I  think 
it  was,  because  the  farmers  would  not  produce  the  things  that  the 
soviet  government  controlled.  They  produced  other  things.  And 
then  as  soon  as  the  ban  was  releasea,  the  things  that  were  scarce  in 
Warsaw  and  Moscow  and  other  places  were  very  abimdant.  We 
have  an  illustration  at  home  of  that  in  our  su^ar  situation  here. 

Representative  Ten  Eyck.  Lei  me  ask  you :  i  ou  have  spoken  of 
eight  or  ten  turnovers  between  the  producer  and  the  consumer;  do 
you  think  that  some  of  those  could  be  cut  out  by  proper  marketing 
conditions,  either  by  the  cooperation  of  the  producer,  thereby  getting 
closer  to  the  distributors 

Mr.  Kamper  (interposing).  In  one  particidar  instance  I  think 
one  distributor  ouffht  to  be  eliminated.  Mr.  Hoover  did  eliminate 
him;  and  that  is  what  is  known  as  the  speculative  broker.  A  broker 
is  a  necessary  part  of  the  distributing  machinery,  but  the  broker 
who  is  a  speculative  broker  ought  to  be  eliminated.  Whether  you 
can  cut  out  the  turnovers  outside  of  him,  I  don't  know.  But  I  am 
sorry  of  one  thing:  We  woxild  all  be  better  oflf  if  the  farmers  or  pro- 
ducers marketed  their  products  more  efficiently.  In  other  words, 
they  can  cut  out  some  waste  if  they  market  their  products  somewhat 
after  the  fashion  of  the  California  associations.  However,  I  do  not 
think  the  laws  controlling  those  associations  are  sufficient  at  the 

E resent  time.  They  are  human,  like  the  balance  of  us,  and  there  has 
een  an  abuse  of  their  privileges.  Under  the  Sherman  Law  they  can 
not  be  touched.  We  have  seen  that  in  the  raisin  situation  last  year, 
and  year  before  last.  But  with  modifications,  that  thing  is  worth  a 
great  deal. 

The  Chairman.  In  other  words,  where  a  monopoly  is  legalized,  it 
is  subject  to  the  same  abuses  as  any  other  monopoly? 

Mr.  Kamper.  Yes;  and  they  are  the  same  kind  of  folks  as  any  of 
the  balance  of  us. 

Here  is  a  splendid  article  in  *' System,"  by  Neil  M.  Clark,  entitled, 
''What's  Wrong  with  Distribution?"     Mr.  Paull  knows  about  this 
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article,  so  it  is  not  necessary  to  go  into  it,  except  to  speak  of  one 
thing.  Here  is  a  company  tnat  is  mentioned  in  tne  article,  and  if  I 
may,  Mr.  Chairman,  I  would  like  to  read  a  part  of  this  article  which 
refers  to  this  one  thing.     [Reading:] 

Thifl  company  started  with  a  policy  of  Belling  to  the  large  retailers  of  the  country — 
merchants,  in  other  words,  who  could  provide  large  outlets  and  were  within  reasonable 
traveling  distance  of  the  factory.  Very  soon  two  objections  to  this  policy  arose: 
(1)  There  was  a  perpetual  and  large  traveling  expense,  and  (2}  a  large  overhead  had 
to  fce  paid  for  the  office  and  shipping  departments. 

In  the  words  of  one  of  the  executives  of  the  company: 

"This  condition  led  us  to  study  the  wholesale  business,  and  after  close  analysis  we 
determined  to  go  into  it — with  reservations.  We  decided  that  unless  we  found  some 
way  to  protect  the  wholesaler  against  avoidable  duplication  of  territory,  and  against 
the  buyer  who  would  use  our  line  as  a  football,  we  could  not  hope  for  wholesale  cooper- 
ation which  would  make  for  success. 

'Building  from  this  foundation,  we  established  a  policy  of  tr>dng  to  select  our 
wholesalers  as  if  we  were  picking  agencies  to  open  branch  territory.  We  tried  to 
sell  the  wholesalers,  who. were  big  business  merchandising.  Except  in  the  very 
large  cities,  we  sold  but  one  house  and  stayed  away  from  buyers  who  were  recognized 
price  cutters  or  unfair  in  their  business  methods. 

"As  can  be  expected,  this  was  not  worked  out  in  a  day,  nor  did  we  fail  to  make 
mistakes.  Our  net  result,  though,  has  been  to  build  up  a  selected  list  of  distributors 
with  whom  a  high  degree  of  cooperation  is  maintained. 

•'how  direct  distribution  stacks  up  with  distribution  through  jobbers. 

"Traveling  has  been  reduced  to  limited  periods  at  the  opening  of  each  season's 
lines,  and  for  years  two  men  have  sold  our  plant  to  capacity.  Office  details,  and  the 
correspondence  of  a  business  running  into  the  millions  yearly,  are  handled  oy  half  a 
dozen  people* 

"Obviously,  the  saving  in  sales  expense  and  overhead  has  brought  down  costs- 
brought  them  down  to  a  point  where  we  have  been  enabled  for  years  to  challenge 
consistently  a  price  compjurison  with  any  line  of  eaual  quality. 

"One  BwiDow  does  not  make  a  summer,  nor  would  we  quote  the  following  incident 
were  it  not  typical.  When  we  were  going  direct  we  had  a  50-50  cotton  and  worsted 
gnaent  whicn  we  sold  at  $21.  With  the  swing  to  wholesaling  we  produced  it  at 
113.50,  with  the  same  mai^gin  of  profit,  and  the  wholesaler  sold  it  in  turn  at  $18,  so 
that  it  reached  the  retailer  at  13  less  than  our  'direct'  price." 

I  think  Mr.  Panll  is  much  more  competent  to  talk  on  that  than  I 
am,  because  he  understands  it  in  a  large  way. 

Mr.  Chairman;  I  am  going  to  ask  to  put  into  this  record  the  objects 
of  the  national  association,  for  the  simple  reason  that  some  people 
think  we  are  a  price  association  and  work  to  that  end.  We  do  not  do 
anysuch  thing,  and  I  would  like  to  have  you  have  these  before  you. 

The  Chatbman.  Without  objection,  they  may  be  inserted  in  the 
record. 

(The  matter  referred  to  is  here  printed  in  full,  as  follows:) 

OBJECTS   OP  THE   NATIONAL  ASSOCIATION   OP   RETAIL  GROCERS. 

Our  watchword:  The  grocer^^  husinass  for  grocers. 

Our  slogan:  Equal  opportunity  for  all. 

Our  aim:  Constant  improvement  of  an  essential  service. 

The  following  is  a  detailed  outUne  of  the  objects  of  the  national  association.  With 
these  before  us  as  our  chart— directing  our  efforts  to  attainment  of  our  watchword— 
oar  slogan  and  our  aims,  we  can  look  forward  to  a  logical  and  practical  functioning  of 
vieflsential  and  worth-while  undertaking,  which  is  what  is  wanted  by  all  concerned. 

1.  To  unite  in  cooperation  every  retail  grocer  in  the  United  States  through  active 
M  effective  affiliation  with  State  and  local  associations  of  retail  grocers. 

2.  To  coordinate  the  efforts  of  these  State  and  local  associations  so  the  best  interests 
of  the  retailer  may  be  efficiently  served. 

3.  To  maintain  friendly  and  equitable  relations  with  the  various  factors  engaged  in 
the  production,  manufacture,  and  distribution  of  food. 

4.  To  persistently  stand  for  a  square  deal  for  the  retail  grocer. 
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5.  To  encourage  intelligent  merchandising  methods  and  intelli^ntly  stamp  oat 
questionable  and  unfair  practices  in  all  brandies  of  the  grocery  businees. 

6.  To  promote  fair  and  honorable  competition  and  aggressively  oppose  the  opposite 
kind  which  is  as  detrimental  to  the  consuming  public  as  it  is  to  all  tne  factors  of  food 
distribution. 

7.  To  stimulate  the  spirit  of  better  service  so  that  the  wisdom,  economy,  satisiftc- 
faction,  and  community  benefit  of  consistent  dealing  with  the  dependable  resident 
grocer  may  be  emphasized  and  continuously  demonstrated  to  the  consumer  at  all  timee, 

8.  To  strive  to  inculcate  the  adoption  of  improved  business  methods  so  that  the 
retail  grocer  may  be  the  good  business  man  demanded  by  the  requirements  of  the 
grocery  business. 

9.  To  develop  a  higher  degree  of  efficiency  in  grocery  employees  through  more 
careful  training  in  all  branches  of  the  business. 

10.  To  foster  favorable  legislation  and  effectively  oppose  all  detrimental  proposals. 

11.  To  constantly  aim  and  persistently  work  to  estaolish  more  reasonable  businett 
hours. 

12.  To  vigorously  oppose  Sunday  selling  and  definitely  promote  legislation  where 
necessary  to  accomplish  an  effective  abolition  of  this  practice. 

13.  To  take  our  proper  place  in  the  business  world— fully  maintain  our  integrity  in 
all  situations  and  so  elevate  the  grocery  busipess  that  the  Very  best  type  of  young  men 
may  be  attracted  to  the  trade. 

14.  To  plan  so  wisely,  build  so  carefully,  and  operate  so  effectively  that  we  may 
develop  an  organization  of  such  increasing  usefulness  that  the  association  may  tmly 
be  regarded  as  an  aggressive,  practical,  and  efficient  agency  for  the  safeguarding  i 
the  retail  grocers'  best  interests. 

15.  To  publish  a  monthly  magazine,  called  the  *' National  Grocers  Bulletin,"  to 
promote  and  help  accomplish  the  objects  set  forth. 

16.  To  impose  upon  all  officers,  when  assuming  official  connection,  the  responsi- 
bility  of  dennitely  advancing  these  objects  in  every  possible  manner  during  their 
incumbency. 

17.  And,  finally,  may  our  acti\ities  prove  of  such  indispensable  and  efficient 
value  to  the  retail  grocery  business  that  grocers  everywhere  will  seek  connection  with 
the  National  Association  of  Retail  Grocers  and  display  with  pride  an  emblem  d 
membership  in  the  most  prominent  place  in  their  stores. 

These  are  the  thin^  we  want  to  do.  For  the  purpose  of  getting  the  desired  and 
necessary  results,  vanous  methods  must  be  employed  to  obtain  definite  action  oo 
specific  matters — but  fundamentally  this  outline  will  cover  the  field  of  our  aims.  We 
will  be  absolutely  within  these  objects  in  every  effort  designed  to  fight  and  oppose 
unfair  practices  detrimental  to  the  independent  retail  grocers'  interests,  as  well  ai 
in  the  promotion  of  those  activities  that  will  strengthen  our  business  in  the  com- 
mercial world.    Think  this  over. 

The  Chairman.  Do  you  have — I  do  not  know  what  you  call  them — 
but  some  sort  of  buying  association^  buying  in  l^er  quantities  ? 

Mr.  Eamper.  Wholesale  cooperative  merchandismg  nouses  ? 

The  Chairman.  Yes. 

Mr.  Kamper.  Well,  I  am  ashamed  to  tell  you  what  I  know  about  ■ 
them.     I  have  been  a  member  of  one  that  is  now  defunct,  and  am 
out  some  money.     It  is  interesting,  however,  to  know  the  causes 
surrounding  that.     These  houses  are   existing  with  more  or  less 
success  in  various  sections  of  the  country.     Their  idea  has  been  that 
they  could  employ  a  management  and  finance  themselves  and  sell  on 
the  basis  of  3  per  cent.     I  tell  jrou  that  is  impossible,  because  there 
is  one  thin^  that  I  wanted  to  bring  out  with  this  gentleman  who  sat 
over  here  iRepresentative  Mills]  that  no  difference  how  com{)etent 
you  are  in  savmg  your  expenses,  you  have  got  to  take  into  considera- 
tion the  hazards  of  the  market,  and  if  a  man  does  not  take  those 
into  consideration,  he  is  going  to  fail.     A  large  number  of  these 
houses  have  failed.     As  long  as  the  market  was  advancing  and  they 
would  take  a  little  here  and  a  httle  there  on  an  advancing  market, 
thejr  were  making  a  success.     But  the  last  figure  that  I  know  of  it  was 
costing  at  least  4  per  cent  to  operate  them,  without  taking  into  con- 
sideration the  hazards  of  the  market.     They  are  supposed  to  accom- 
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plish  one  thing,  and  I  think  good  jobbers  could  accomplish  the  same 
thing.  They  are  supposed  to  reduce  the  cost  of  the  wholesaler's 
selling  price  of  his  goods. 

If  you  had  these  bulletins  of  the  wholesale  system,  which  I  would 
be  very  glad  to  give  you  for  your  files — they  belong  to  the  Southern 
Wholesale  Grocers'  Association — ^it  will  be  found  that  the  wholesaler 
pays  on  a  percentage  basis.  The  total  sales  force  expense  amounts 
nt  the  common  to  2.3  per  cent  to  4.3  per  cent  in  the  wholesale 
grocery  houses. 

The  Chairman.  The  diflSculty  with  the  proposition,  I  take  it,  is 
simply  this:  If  you  give  the  retailer,  or  if  you  are  representing  a 
proaucers'  organization,  all  that  you  make  when  things  are  lovSy, 
And  prices  are  going  up,  and  you  are  making  something,  you  haven't 
anytning  to  give  him  when  things  are  not  so  lovely  and  prices  are 

Sing  down.  And  you  h'ave  got  to  get  back  and  overcome  what  your 
jses  were. 

Mr.  Kamper.  Yes;  and  that  is  the  weakness  of  it.  The  fellow 
saving  money  on  his  seUing  expenses  can  not  save  all  of  it.  You  have 
got  to  have  somebody  spending  their  time  taking  orders,  and  seUing 
goods.  It  is  a  pecuUar  thing  when  you  have  a  lot  of  men  who  have 
money  in  a  concern  and  want  to  see  it  a  success,  and  spend  their 
time  night  after  night  going  over  the  problems  trying  to  see  where 
thev  can  sell.  You  take  even  the  advertised  articles — they  have  got 
to  be  sold,  in  some  form  of  speciaUzed  sales  work.  So  they  do  not 
«ven  save  that  average  of  2  or  3  per  cent.  They  may  be  a  Uttle  more 
efficiently  run,  so  far  as  finances  are  concerned,  tnan  the  average 
wholesale  OTOcery,  because  the  individual  bears  his  part  of  the 
service.  The  joboer  has  to  take  care  of  all  of  that.  Very  frequently 
they  bear  their  own  expenses,  so  far  as  deUveries  are  concerned. 
However,  that  is  a  situation  that  is  brought  about  tmd  will  not  be 
«ured  until  the  jobbers  wake  up.  The  jobbers  brought  about  the 
whole  situation  by  giving  preferential  treatment  to  a  large  number 
of  well-known  chain  stores. 

The  time  is  coming,  Mr.  Chairman  and  gentlemen  of  the  com- 
miasion,  I  do  not  know  how  soon,  but  the  time  is  coming  when 
either  the  public  or  the  manufacturers  are  going  to  have  to  combine 
and  l^islate  against  operators  of  a  large  number  of  chain  stores,  the 
same  way  as  you  consider  the  Big  Five  packers  as  being  a  menace. 
What  have  you  now  ?  You  have  one  organization  with,  I  think, 
4,000  stores,  and  have  other  organizations  with  as  high  as  1,000  or 
1,500  stores,  and  they  havegone  into  an  association,  with  the  former 
secretary  of  the  National  Wnolesale  Grocers'  Association  at  the  head 
<tf  it,  and  the  statement  has  been  made  in  the  press  that  they  will 
huy^  manufacture,  and  produce  their  own  products. 

Now,  suppose  they  get  to  the  point  that  they  can  absolutely  con- 
trol the  market  on  any  one  thing.  You  might  say  that  in  a  certain 
situation  they  could  control  the  market  on  sugar,  or  on  imported 
teas  and  coffees,  and  things  of  that  kind.  You  would  have  a  situa- 
tion then  as  much  opposed  to  democracy  as  the  situation  regarding 
the  packinff  houses.  While  they  handle  approximately  17  per  cent 
of  the  total  volume  of  business  at  this  time,  if  they  keep  on  grow- 
ing like  they  have  grown  in  the  last  5  or  10  years  they  will  do  two 
tiuBgs:  (1)  They  will  have  the  markets  where  they  can  control 
^hem.    I  think  it  is  considered  that  in  a  corporation  if  a  man  has 
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30  per  cent  of  the  stock  he  can  practically  control  it,  and  I  tiiink 
that  applies  almost  equally  to  foods.  And  (2)  you  are  going  to 
have  a  situation  where  it  will  tear  down  the  citizenry  of  our  countrv. 

The  charm  of  our  civilization  is  based  on  having  a  lot  of  peopfe^ 
independent  merchants,  who  are  interested  in  their  respective  com- 
munities and  in  everything  that  goes  on  in  their  communities. 
They  are  not  only  interested  in  the  little  store  out  of  which  they  are 
trying  to  sell  goods  at  a  profit,  but  are  interested  in  the  churches  and 
the  general  welfare  of  the  people  in  the  community.  When  you  get 
to  a  corporation  like  the  Atlantic  &  Pacific  Tea  Co.,  with  4,000  stores 
scattered  through  the  East  and  in  the  principal  Western  States,  and 
if  you  will  take  the  United  Retail  Stores  and  put  them  on  WJl 
Street,  operating  1,000  stores,  and  another  organization  here  that 
will  operate  1,500  stores,  you  will  create  a  situation  that  will  not  be 
for  tne  best  interests  of  our  country,  even  if  they  do  apparently 
save  1  per  cent  or  2  per  cent  or  3  per  cent.  And  they  do  not  even  do 
that  wnen  you  take  everything  into  consideration.  They  do  on 
their  balance  sheet,  but  tnat  is  not  everything  that  must  be  con- 
sidered. 

The  Chairman.  Is  there  anything  further,  Mr.  Kamper  ? 

Mr.  Kamper.  I  think  that  is  every^thing,  Mr.  Chairman.  I  cer- 
tainly appreciate  your  courtesy  in  giving  me  this  opportunity  to  be 
heard  ana  being  so  patient  with  me. 

The  Chairman.  We  appreciate  your  coming,  I  am  sure. 

Mr.  Kamper.  I  do  not  Know  that  I  have  added  anything  to  your 
inquiry,  but  am  glad  to  have  come. 

1  wish  to  insert  in  the  record  here,  for  the  information  of  the 
c6mmission,  a  tabulation  of  the  costs  of  o{>eration  of  our  business 
for  the  years  1914  to  1920,  showing  the  percentages  as  related  to  the 
total  cost.  So  far  in  1921  we  have  made  no  profit.  The  table 
follows: 


Period. 


July  1  to  Deo. 
Jan.  1  to  June 
July  1  to  Dec. 
Jan.  1  to  June 
July  1  to  Dee. 
Jan.l  to  July 
July  1  to  Dec. 
Jan.l  to  June 
July  1  to  Dec. 
Jaji.  I  to  June 
July  I  to  Dec. 
Jan.l  to  June 
July  1  to  Dec. 


31,1914.. 
30,1915.. 
31,1915.. 
30,1916.. 
31,1916.. 
1.1917.... 
31,1917.. 
30,  1918». 
31,191S.. 
30,1919.. 
31,1919.. 
30,1920.. 
31,1920.. 


Net 
sales. 


Per  cefii. 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 


100.00 
100.00 
100.00 
100.00 
100.00 


Cost  of 
sales. 


Percent. 

68.71 
70.10 
67.89 
69.80 
69.7 
71.8 
76.9 


77.42 
78.90 
75.67 
72.42 
78.32 


GroRs 
profit. 


Percent. 
31.29 
20.90 
32.11 
30.20 
30.3 
28.2 
23.1 


22.58 
21.10 
24.33 
27.58 
21.68 


ToUl 
expenses. 


Percent. 
32.44 
2a  19 
26.89 
27.01 
26.1 
23.3 
33.4 


20.47 
23.23 
19.97 
22.64 
23.73 


Net  profit 

(+)or 
loss(-). 


Percent 

-1.1^ 

+i.n 

+5.22 
+3.19 
+i2 
+19 
-2.3 


+Z09 
-2.13 

+iM 
-2.» 


1  Out  of  flle;  we  think  with  our  auditors  in  regard  to  income-tax  reports. 

The  Chairman.  The  commission  will  stand  in  recess  mitil  2.30 
o'clock  p.  m. 

(Whereupon,  at  1  o'clock  and  30  minutes  p.  m.,  the  commission 
recessed  until  2.30  p.  m.) 

AFTER  RECESS. 

The  commission  met  pursuant  to  the  taking  of  recess  at  2.S0 
o'clock  p.  m. 
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STATEMEFT  OF  MR.  R.  C.  MILLIKEH,  MOHETART  STATIST  OF 
THE  RURAL  CREDIT  COMMITTEE,  THE  HATIOHAL  SOCIETY 
OF  RECORD  ASSOCIATIOHS,  318  EAST  CAPITOL  STREET, 
WASHIHGTOH,  D.  C. 

Mr.  Mttjjken.  Mr.  Chairman,  the  organization  that  I  represent  is 
n  organization  of  all  the  pure-bred  uve  stock  associations.  The 
fcainnan  of  our  committee  is  Mr.  F.  L.  Houghton,  secretary  Holstein- 
^esian  Association,  and  the  other  members  are  Mr.  Wayne  Dins- 
Qore,  secretary  Horse  Association  of  America;  Mr.  F.  W.  Harding, 
^neral  executive,  Short-Horn  Breeders'  Association  and  secretary 
imerican  Cotswold  Association;  Mr.  Robert  J.  Evans,  president 
American  Swine  Growers'  Association  and  secretary  Duroc-Jersey 
Association;  and  Mr.  WilUam  H.  Caldwell,  secretary  of  the  Guernsey 
battle  aub. 

The  principles  underlying  rural  credit,  as  it  is  now  practiced  in 
Surope  and  proposed  in  the  McFadden-Kenyon  rural  credit  and 
nultiple  insurance  bill,  may  be  summarized  as  follows:  First,  the 
application  of  aU  credit  to  production  only.  Second,  unlimited 
iaoiUty  of  members  of  the  commimes  for  its  credit  obligations. 
Oiird,  sound  and  cheap  multiple  insurance.  Fourth,  restricted  area 
rf  opjeration.  Fifth,  banking  with  bills,  as  distinguished  from 
leposit  banking.  Sixth,  full  power  to  do  a  banking  Dusiness  with 
i  ^bank  parhament"  composed  of  responsible  farmers  to  legislate 
for  themselves.  Seventh,  freedom  from  paternalism  and  all  Govem- 
Dient  interference,  and,  eighth,  gratuitous  expense  of  managing 
Bommunes. 

The  enactment  into  law  of  the  McFadden-Kenyon  rural  credit 
md  multiple  insurance  bill  would  not  only  be  a  boon  to  agricultural 
production,  but  would  greatly  strengthen  our  whole  banking  and 
credit  systems.  No  European  country  relies  on  ordinary  banK  de- 
posits for  agricultural  production  as  is  the  case  with  us.  The  time 
reouired  for  such  credit  to  renroduce  itself  is  too  long  to  employ 
ordinary  deposits,  and  where  this  bad  banking  method  is  practiced 
we  find  the  tanks  loaded  up  with  frozen  assets  which  make  it  impos- 
sible for  them  to  finance  the  production  and  distribution  of  com- 
merce, the  real  mission  of  the  deposit  bank. 

This  bill  purposes  to  create  two  Federal  corporations  by  two 
separate  special  charters,  namely,  a  rural  credit  society  and  a  multiple 
insurance  league.  Multiple  insurance  means  all  kinds  of  insurance. 
The  principle  of  multiple  insurance  is  well  tried  in  Europe,  where 
some  companies  have  operated  it  for  more  than  two  centuries. 

The  rural  credit  society  will  comprise  one  central  bank,  48 
branches — 1  for  each  State — and  any  number  of  community  asso- 
ciations, which  are  denominated  commimes  in  the  bill.  The  capital 
of  the  central  bank  will  be  $25,000,000,  which  will  be  furnished  by 
the  Government,  but  a  sinking  fund  is  created  for  its  retirement. 
The  capital  of  the  branches  will  aggregate  $2,400,000,  which  will  be 
furnished  bv  the  big  life  insurance  company  which  accepts  the  Fed- 
eral multiple  insurance  charter.  This  branch  capital  will  become  a 
guaranty  against  the  loss  of  the  Government's  investment.  The 
stock  of  the  communes  will  have  a  par  value  of  $5  and  be  paid  for  by 
farmer  members.  This  commune  stock  will  not  only  be  another 
guaranty  against  the  loss  of  the  Government's  investment,  but  will 
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also  be  liable  for  the  debts  of  the  communes  of  the  seveiral  States  m 
which  they  are  situated. 

A  member's  borrowing  capacity  will  be  proportioned  to  the  amount 
of  stock  he  owns  in  his  commune.  For  example,  a  member  of  & 
commune  of  the  second  class  may  borrow  ten  times  the  amount  of  his 
commune  stock.  In  communes  of  this  class  members  are  jointly  and 
severally  liable  for  the  obligations  of  the  commune.  In  otner  words, 
the  members  are  partners.  There  is  no  such  liability  of  members  of 
communes  of  the  third  class,  but  in  that  class  a  member  can  borrow 
but  five  times  the  commune  stock  owned  by  him.  The  second  or 
unlimited  liability  class  communes  have  proven  to  be  the  most  popular 
class  in  Europe.  But  in  order  to  induce  our  farmers  to  adopt  tiiat 
class  of  commune  we  must  provide  a  system  of  sound  and  economic 
multiple  insurance  for  them,  just  as  was  provided  for  the  European 
farmers,  for  with  such  insurance  the  poorest  tenant  in  the  communitj 
can  furnish  as  good  security  as  a  basis  for  credit  as  the  richest  farmer. 

Before  the  war  the  European  farmer  obtained  credit  for  production 
at  from  3i  to  4^  per  cent,  such  low  interest  rates  being  due  to  two 
facts:  First,  the  security  furnished  for  such  credit;  and,  second, 
because  he  had  access  to  the  credit  markets  of  the  financial  and  indus- 
trial centers  for  his  rural  bills  of  exchange,  whereas  the  American 
farmer  is  dependent  on  the  deposit  bank  of  his  community.  Th& 
average  membership  of  the  German  rural  credit  societies  was  92, 
each  jointly  and  severally  liable  for  the  obligations  of  the  other. 
Thereiore  each  piece  of  their  paper  had  an  average  of  92  indoreeis, 
exclusive  of  the  multiple  insurance  and  indorsers.  It  would  be  unrea- 
sonable to  expect  a  wealthy  American  farmer  to  enter  an  unlimited 
liabiUty  commune  with  a  tenant  farmer  unless  we  provide  a  system 
of  sound  and  economic  multiple  insurance  for  the  farm  credit  system. 

Seven  farmers  may  organize  a  commune,  the  members  of  whick 
would  elect  officers  yearly,  the  officers  meeting  bimonthly  to  pass  on 
applications  for  loans  to  members.  If  the  application  for  a  loan  b^ 
approved,  the  borrower  draws  a  rural  bill  of  exchange,  which  would 
be  mailed  to  the  State  branch,  and  if  approved  bv  the  branch  a  check 
would  be  sent  to  the  borrower.  This  system  of  banking  with  bills'' 
is  the  oldest  system  of  banking,  antedating  the  deposit  and  note-issue 
systems  by  20  centuries  of  which  we  have  authentic  history.  De- 
posit banking  is  the  most  expensive  credit  system  extant,  it  requiring 
expensive  bimdingp  and  fixtures  to  display  wealth,  besides  numerous 
officers,  tellers,  and  clerks,  whereas  a  rural  bill  of  exchange  drawn  on  a 
milking  stool  in  a  cow  barn  is  just  as  good  as  if  drawn  on  a  mahogany 
desk  in  a  marble  bank  building,  as  the  investor  in  such  paper  loob 
to  the  system  rather  than  to  the  individual  maker.  The  total  ex- 
pense of  managing  the  rural  credit  societies  of  Germany  in  1912  was 
$152  per  commune,  compared  to  $44,700,  the  yearly  expense  of  man- 
aging the  average  national  bank  in  this  country. 

The  Chairman.  Do  you  think  there  is  anv  comparison  between 
your  commune  of  seven  people  and  a  national  bank  ? 

Mr.  MiLLiKEN.  The  total  turnover  of  these  German  societies  in 
1912  was  over  15,000,000,000  marks,  nearly  $4,000,000,000.  Now, 
the  individual  members  of  the  commune  may  not  have  done  quite  as 
much  business  as  the  average  national  bank,  and  nothing  hke  the 
business  done  by  the  large  national  banks,  but  that  illustrates  the 
gratuitous  expense  of  management,  which  is  one  of  the  underlying 
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)rmciples  of  the  system  of  local  associations.  The  only  paid  officer 
s  the  secretary,  and  she  is  the  dai^hter  of  one  of  the  farmer  members 
)r  officers,  somebody  who  can  write  a  good  band  and  look  after  the 
affairs  and  carry  on  the  correspondence. 

It  is  also  the  purpose  of  the  McFadden-Kenyon  bill  to  induce  one 
»f  the  best  mutual  insurance  companies  in  each  particular  line  of 
Dsurance  to  accept  the  proposed  Federal  multiple  msurance  charter 
aid  do  its  particular  line  of  insurance  business  mereunder  instead  of 
ts  State  charter.  The  farmers  in  many  States  are  paying  300  per 
ent  more  for  fire  insurance  than  the  farmers  in  other  States  who  have 
heir  local  mutuals.  A  similar  disparity  in  rates  on  cattle  insurance 
lists,  thoiigh  to  a  lesser  degree  tnan  exists  in  fire  insurance  rates. 
^at  is  being  done  in  one  State  can  be  done  in  all  the  States  under 
imilar  conditions. 

But  conditions  must  be  equal  to  hope  for  Uke  results.  Some  States 
rhere  the  highest  fire  insurance  rates  prevail  have  the  most  obnox- 
ous  fire  insurance  laws,  such  as  the  ''valued  policy  law,"  which 
nables  a  man  to  realize  $1,000  on  a  building  worth  but  $200.  The 
rue  purpose  of  insurance  is  to  indemnify  the  unfortunate  against  a 
0S8  and  not  to  enable  him  to  profit  by  the  transaction.  To  permit 
«e  to  profit  by  a  fire  encourages  incendiarism.  Such  obnoxious 
aws  would  not  mterf ere  with  this  multiple  insurance  league,  because 
t  would  obtain  its  charter  from  CJongress  and  therefore  would  owe 
ill^iance  to  but  one  Government,  just  like  the  Federal  reserve  and 
arm-loan  systems. 

In  order  to  reduce  the  cost  of  this  insurance  we  must  reduce  the 
apense  of  management.  That  is  sought  imder  the  McFadden- 
fenyon  bill  bv  making  provision  for  common  agents  of  the  two  cor- 
)orations.  The  secretaries  of  the  communes  of  the  credit  society 
Jan  act  as  the  local  agents  of  the  insurance  league,  and  the  auditors 
i  the  credit  society  can  become  the  general  agente  of  the  insurance 
eague.  It  has  been  said,  and  said  truthfully,  ''That  the  average 
H^miums  under  the  plan  would  be  less  than  $5,  while  many  pre- 
nhuns  would  be  less  than  $1,  and  if  the  credit  society  has  to  send  10, 
K),  or  30  miles  for  an  insurance  a^ent  to  take  that  application  for 
nsurance,  the  traveling  expense  of  the  agent  would  exceed  the  net 
Jost  of  the  insurance  in  many  cases.  Under  the  proposed  arrangement 
the  appUcant  and  insurance  agent  would  be  together  at  the  time  the 
iJredit  was  granted,  thus  eliminating  all  traveling  expenses." 

Bv  eliminating  the  expense  of  the  soliciting  and  general  agents  we 
vomd  reduce  the  cost  of  such  insurance  by  50  per  cent  m  most 
Bases.  It  will  be  the  poor  farmers  who  will  be  required  by  the  credit 
society  to  carry  insurance  as  a  basis  for  credit,  for  the  wealthy  who 
have  accumulated  wealth  to  pledge  for  credit  will  not  be  required  to 
tiimi^  insurance.  It  therefore  behooves  us  to  reduce  the  cost  of 
such  insurance  to  a  minimum.  It  is  the  purpose  of  this  bill  to  con- 
serve every  sound,  economic,  and  efficient  insurance  company  in 
the  country.  By  acting  as  the  reinsurance  agent  for  the  sound 
"county  mutuals"  the  proposed  insurance  league  would  greatly 
extend  the  usefulness  of  tne  latter. 

Now,  I  have  a  letter  from  a  professor  of  economics  in  one  of  our 
apicultural  coUeges — I  will  not  name  him — in  which  he  sets  forth 
ffiat  he  coidd  not  obtain  from  his  county  mutual  association  sufficient 
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insurance  to  cover  his  mortgage  on  his  farm,  and  he  had  to  go  and  buy 
it  from  a  stock  company  and  pay  100  per  cent  more  for  the  insurance 
than  he  would  have  had  to  pay  to  his  coimtv  mutual  association. 
Now,  this  league  would  take  care  of  that.  There  is  no  compulsion 
in  the  bill  upon  the  farmers  of  this  credit  society  to  patronize  the 
league.  Those  farmers  have  their  local  fire  insurance  county  mutuals. 
What  would  they  do  ?  They  would  naturally  use  those  in  coopera- 
tion to  take  the  excess  business. 

Our  farmers  in  many  States  have  sound  fire  insurance  through 
their  *' county  mutuals,"  their  risks  being  so  widely  scattered  as  to 
prevent  a  "conflagration  loss,'*  such  as  occasionally  happens  in  the 
cities.  The  Baltimore  and  San  Francisco  fires  wiped  out  all  their 
local  fire  insurance  companies,  their  unfortunate  premium  payere 
losing  everything.  The  city  man  has  no  protection  against  a  con- 
flagration loss  when  he  insures  in  a  local  fire  insurance  company, 
which  limits  its  business  to  that  one  city. 

In  the  matter  of  crop,  or  even  frost,  insurance,  the  farmer  is  in  the 
same  position  as  is  the  city  dweller  respecting  fire  insurance.  Sound 
crop  and  frost  insurance  requires  an  area  of  operation  much  larger 
than  any  one  State. 

Therefore,  if  the  farmers  of  one  State  procure  a  charter  from  their 
State  to  do  a  safe  crop  or  frost  insurance  business  they  would  he 
forced  to  leave  their  own  State  in  order  to  furnish  safe  protection. 
But  the  moment  they  enter  such  other  State  their  company  becomes 
a  foreign  company,  just  as  foreign  as  any  British  or  German  company 
doing  business  for  profit  is,  and  must  comply  with  the  same  laws  as 
are  imposed  on  them,  even  though  the  proposed  company  enters 
such  other  State,  not  for  profit,  but  to  afford  themsel-'^es  and  the 
farmers  of  such  other  States  absolute  security  in  the  production  of 
agriculture  for  the  whole  Nation.  Congress  can  relieve  this  situation 
by  granting  the  Federal  charter  of  the  McFadden-Kenyon  bill  for 
the  multiple  insurance  league.  Then  it  would  be  just  as  much  at 
home  in  one  State  as  in  another,  just  like  a  national  bank,  which  re- 
ceives its  charter  from  Congress,  tne  only  body  authorized  to  legislate 
for  a  national  bank.  If  Congress  can  grant  charters  to  national 
banks  solely  to  make  money,  it  certainly  can  grant  such  a  charter 
as  that  proposed  in  the  McFadden-Kenyon  bill  to  aid  agricultural 
production. 

I  want  to  read  here  an  article  from  the  New  York  Times  of  last 
Sunday: 

WEATHEH  INSURANCE  TAKES  STRONG  HOLD — 11,500,000  WAS  UNDERWRnTEN  AGAINST 
RAIN  ON  JULY  4 — EXPECT  MORE  LABOR  DAY — FIVE  BALL  CLUBS  INVEST — TEX  BICKABD 
TOOK  OUT  $750,000  BRITISH  POLICY  COVERING  DAY  OF  BIG  FIGHT. 

Weather  iHsiirance,  a  noveltv  a  year  ago,  has  now  taken  a  firm  hold  in  this  couDtiy 
and,  following  the  example  of  Great  Britain,  Americans  are  now  insuring  every  xanetf 
of  event  against  loss  by  rain.  More  than  $1,500,000  was  underwritten  in  ram  insur- 
ance on  July  4,  it  was  estimated  by  a  broker  yesterday,  and  Labor  Day  is  expected  to 
break  that  record.  Fortunately  for  the  insurance  companies,  fair  weather  was  general 
on  the  Fourth  of  July,  and  less  than  $100,000  was  i>aid  to  policyholders. 

Five  major  league  baseball  clubs  this  season  have  thus  safeguarded  themselves  on 
all  of  their  Saturday,  Sunday,  and  holiday  dates,  while  many  minor  league  teams  h»;"e 
protected  themselves  by  Pluvius  insurance,  as  that  class  of  risk  is  termed.  A  Britidi 
company  underwrote  a  $750,000  rain  insurance  policy  for  Tex  Bickard  as  a  protection 
against  financial  setbacks  which  the  elements  might  have  caused  aa  July  2,  the  day 
of  the  Dempsey-Carpentier  fight.  The  premium  of  this  policy  was  reported  to  have 
been  $75,000. 
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The  field  for  rain  insurance  has  broadened.  Colleges  have  begun  to  insure  their 
ootball  games,  and  State  and  county  fairs  also  have  taken  up  the  practice.  Under- 
mteFB  report  that  hc^se-racing  i)romoter8  and  excursion-boat  owners  are  among  their 
)e6t  clients.  In  the  winter  they  insure  icenakating  rinks  on  the  temperature  remaining 
>elow  freezing.  Summer  hotels  insure  themselves  against  bad  weather  over  week 
tnds,  and  department  stores  do  the  same  thing  on  days  when  special  bargains  are 
idvertised. 

Rain  insurance  is  said  to  be  like  playing  a  5-to-l  diot.  The  insurance  companies 
jutfge  premiums  ranging  from  2)  to  25  per  cent  and  even  hi^^  in  rare  instances. 
!he  usual  method  is  to  insure  against  one-tenth  inch  of  rainfall  during  stipulated 
touis— usually  24,  12,  6,  or  4  hours. 

Pluvius  insurance  policies  are  flexible  and  can  be  written  to  cover  special  condi- 
ions  or  localities  or  m  blanket  form  to  cover  a  series  of  events.  Every  class  of  this 
ann  of  insurance  is  now  being  written.  There  are  policies  under  the  terms  of  which 
f  the  income  from  any  event  does  not  equal  the  expense  incurred  the  company 
AYS  the  difference.  Another  form  of  acreement  makes  the  company  liable  for  the 
liference  between  a  valued  amount  ana  the  actual  receipts.  Snow,  sleet,  and  hail' 
re  now  included  in  the  risks. 

One  line  of  weather  insurance  that  is  being  developed  is  crop  insurance.  In  this 
onn  of  underwriting  the  companies  will  take  either  side.  They  will  insiire  against 
lir  weather  when  the  crops  need  rain  or  they  will  insure  against  rain  when  crops 
lave  been  cut  and  the  coming  of  rain  would  be  a  calamity  to  the  farmer. 

Rates  are  based  on  the  average  rain&U  in  any  location  over  a  lO-year  period  and 
n  the  month  in  which  the  event  insured  is  to'  take  place.  Reports  of  the  United 
(tates  Weather  Bureau  are  taken  as  evidence  of  rainfall  and  policies  are  paid  on 
Dch  reports. 

I  have  here  a  clipping  from  the  life  Insurance  Yearbook,  1918. 
rablished  by  the  Spectator  Co.,  New  York,  showing  the  names  oi 
tome  of  the  leading  British  multiple  insurance  companies  and  the 
iifferent  classes  of  ousiness  that  tney  actually  sell.  Hiis  does  not 
nean  that  that  is  what  they  are  authorized  to  do,  because  they  are 
uithorized  to  do  a  multiple  insurance  business,  just  as  this  bill 
luthorizes  this  insurance  league  to  do  a  multiple  insurance  business. 
Fhis  statement  from  the  yearbook  shows  the  actual  classes  and  lines 
dI  business  of  each  of  those  British  companies.     [Reading:] 

Btatement  compUed  from  1918  Life  Insarance  Yearbook  showing  different  classes  of  insurance  actually 
being  dooe  by  a  few  of  the  old  British  insurance  companies.] 

(AMK  OF  COMPANY,  DATE,  OF  ORGANIZATION,   AND  CLASSES  OF  INSURANCE  ACTUALLY 

TRANSACTED. 

Alliance,  London,  1824:  Life,  fire  marine,  accident,  burglary,  fidelity  and  guaranty, 
uid  leasehold. 

Britifih  Equitable,  1854:  Life,  fiire,  accident,  burglary,  and  liability. 

Commercial  Union,  1861:  Fire,  life,  marine,  and  accident. 

Liverpool  &  London  &  Globe,  1836:  Fire,  life,  accident,  burglary,  annuity,  etc. 

Xorth  British  &  Mercantile,  1809:  Fire,  life,  annuity,  burglary,  etc. 

Northern,  London,  1836:  Fire,  life,  accident,  burglary,  employers*  liability,  fidelity, 
pkte  glass. 

Royal  Exchange,  1720:  Fire,  life,  marine,  annuity,  accident,  employers'  liability, 
executors,  and  trustees. 

Royal,  Liverpool,  1845:  Life,  fire,  accident,  plate  glass. 

Umon.  London,  1714:  Fire,  accident,  fidelity,  burglary.  W.  C,  plate  glass. 

Yorkshire,  York,  1824:  Fire,  life,  accident,  employers'  liability,  burglary,  fidelity, 
live  stock,  plate  glass. 

The  insurance  league  is  to  perform  two  functions,  first,  to  furnish 
cheap  Mid  sound  multiple  insurance,  and,  second,  to  become  an 
agency  in  the  standardization  of  the  farm  credit  paper.  In  the  last- 
mentioned  capacity  the  insiu-ance  league  would  perform  a  service  for 
tKe  credit  society  similar  to  that  performed  by  the  British ''  acceptance 
liouse"  to  their  conmaercial  credit  system.  Those  acceptance  nouses 
are  the  outgrowth  of  the  old  merchant  importing  firms,  which,  in  the 
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course  of  their  importing  business,  were  f  erquently  called  on  by  mer- 
chants of  second  rate  credit  to  accept  their  bills,  tlius  enabling  tlie 
latter  by  the  payment  of  a  small  commission  for  a  more  exalted  name 
than  their  own  to  obtain  the  lowest  rate  in  the  discount  market  for 
their  paper. 

Under  the  insurance  league  charter  of  the  McFadden-Kenyon  biD 
it  is  required  to  subscribe  the  capital  for  the  branches  of  the  rural 
credit  society,  elect  the  auditors  for  the  latter,  and  become  the  cus- 
todian of  one  of  the  keys  to  the  securities  vaults  of  the  credit  society. 
I  can  not  imagine  anything  which  would  do  more  to  inspire  the  con- 
fidence of  investors  in  that  paper  than  for  such  a  corporation  to  per- 
form such  service  for  it,  because  the  wage  earners  of  our  financial  and 
industrial  centers  have  unbounded  confidence  in  the  financial  stability 
of  the  big  life  insurance  company,  and  they  have  demonstrated  suet 
confidence  in  life  insurance  by  patronizing  it  as  the  wage  earners  of 
no  other  country  have  done.  The  average  wage  earners  of  our  cities 
look  on  the  farmer  as  a  joke,  and  we  know  you  can  not  do  business 
with  a  man  who  does  not  treat  you  seriously.  But  it  is  otherwise 
with  the  big  life  insurance  company,  an  institution  they  already 
patronize  most  liberally.  Those  British  acceptance  houses  are 
nothing  but  credit  insurance  concerns. 

This  credit  society  wiU  have  a  branch  in  each  State.  Take  it  nov 
in  the  great  financial  and  industrial  centers;  take  Massachusetts,  for 
illustration,  a  State  which  has  $1,026,000,000  of  saving  bank  de- 
posits. The  Boston  branch  would  have  an  auditor,  furnished  by  tie 
life  Insurance  League,  and  that  auditor  would  not  only  have  the 
inspection  of  the  credit  society,  but  would  also  hold  one  of  the  keys 
to  the  securities  vaults. 

Now,  we  go  up  to  Brockton,  Mass.,  and  sell  the  superintendent  of 
the  Douglas  shoe  factory  $500  of  this  paper.  The  chances  are  he  is 
not  going  to  have  a  safety  deposit  vault;  the  class  of  men  that  will 
buy  this  paper  will  not  have  safety  deposit  vaults.  We  have  got  to 
take  care  of  it;  this  duty  and  trust  is  imposed  on  this  insurance  com- 
pany to  look  after  those  securities.  It  has  one  of  the  keys.  The 
superintendent  of  that  factory  would  not  have  to  carry  that  bill;  he 
would  leave  it  there  and  take  a  receipt  for  it. 

Now,  suppose  he  wishes  to  buy  a  home,  and  he  wants  the  proceeds 
of  this  $500  bill  to  aid  in  building  his  home.  He  would  go  down  to 
the  credit  society  and  get  his  bill,  and  the  credit  society  would  dis- 
count his  bill  and  pay  nim  at  the  market  rate.  That  credit  society 
is  controlled  by  farmers.  They  would  be  selfishly  interested  in 
supporting  the  market  for  this  paper. 

I  now  beg  to  compare  the  McFadden-Kenyon  bill  with  the  Baiik  of 
France,  wmch  is  a  monument  to  the  splendid  statesmanship  of 
Napoleon.  Monsieur  Pallain,  governor  of  the  Bank  of  France,  made 
this  statement  to  the  Monetary  Conmiission,  which  may  be  found  on 
page  189,  volume  1,  of  that  series.     He  said: 

No  charge  has  ever  heen  made  that  the  bank  favored  or  aided  any  political  party- 
There  is  nev^  any  claim  that  politics  enters  in  any  degree  into  the  management 
of  the  bank.  Except  for  the  renewal  of  the  charter  m  1897,  no  legislation  affecting 
the  bank  has  been  enacted  ednce  1857.  There  is  no  sentiment  for  any  change  in  bank- 
ing methods  nor  for  any  new  legislation. 

CJontrast  that  experience  with  the  Federal  reserve  system,  a  system 
which  has  been  in  operation  less  than  seven  years.    Already  the 
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amendments  far  exceed  the  original  act.  In  the  Sixty-sixth  Congress 
66  bills  and  resolutions  were  introduced  to  amend  it  and  it  is  head 
over  heels  in  politics,  as  was  witnessed  in  this  room  last  week.  If 
our  l^islators  who  created  that  system  had  followed  the  example 
set  by  Napoleon,  you  gentlemen  of  this  conmiission  would  not  have 
had  to  witness  the  shameful  proceedings  of  last  week. 

When  Napoleon  created  the  Bank  of  France  in  1800  his  country 
had  been  cursed  for  more  than  two  centuries  by  Bourbon  bureau- 
cracy, just  as  we  are  to-day  cursed  with  it.  Such  a  thing  as  a  free 
credit  institution  was  then  unknown  in  France.  Every thmg  had  to 
emanate  from  the  King.  That  bank  is  the  sole  depositary  of  all 
Government  funds,^  yet  the  Government  does  not  even  inspect  it. 
It  is  absolutely  free  from  paternalism  of  every  sort.  Its  15  directors 
and  3  censors  are  elected  by  its  200  largest  merchant  stockholders; 
more  than  32,000  of  its  stockholders  have  no  voice  in  its  control. 
It  is  true  that  its  governor  is  selected  by  the  President  of  France, 
but  the  President  must  make  such  selection  from  three  names  fur- 
nished by  the  minister  of  finance,  and  the  latter  must  select  from 
people  owning  100,000  francs  of  the  bank^s  stock,  an  investment  of 
more  than  $86,000.  But  those  in  control  will  not  permit  any  but 
**CTeat  merchants"  to  acquire  that  amount  of  the  bank's  stock. 
Therefore  it  would  make  no  difference  whether  the  President  of 
France,  the  King  of  England,  or  the  President  of  the  United  States 
selected  the  head  of  mat  institution,  he  would  serve  the  same 
interest — French  commerce. 

But  Napoleon  did  not  stop  by  placing  the  commercial  men  in 
control  of  that  institution,  but  went  further  and  gave  them  ample 
power  and  authority  to  do  a  banking  business.  He  did  not  stop 
there,  but  created  a  *'bank  parliament''  composed  of  responsible 
commercial  men  to  le^late  for  it.  He  went  still  another  step  further 
and  gave  the  institution  a  20-year*  legislative  respite,  during  which 

fmod  the  French  Parliament  could  not  legislate  for  it.  The  French 
arliament  has  followed  that  wise  policy  by  renewing  the  bank's 
charter  every  20  years.  CJommercial  men  are  selfishly  interested  in 
serving  commerce,  and  if  you  give  them  freedom  to  ao  so  they  will 
do  it  far  better  than  noncommercial  men  will  do  it.  No  man  nor  set 
of  men  could  devise  a  code  of  laws  as  to  the  way  in  which  a  mother 
should  nurture  her  babe;  that  is  the  law  of  her  being. 

I  shall  now  apply  the  philosophic  principles  underlying  the  success 
of  the  Bank  of  France  to  the  McFadden-Kenyon  bill.  I  have  with 
me  the  McFadden  bill,  which  I  ask  to  have  incorporated  in  my 
remarks. 

The  Chairman.  It  is  quite  a  long  bill,  but  without  objection  it 
will  be  incorporated  in  the  record. 

(The  bill  referred  to  is  printed  in  full  at  the  end  of  the  record  for 
this  day.) 

Mr.  MiLLiKEN.  Article  II  of  the  rural  credit  charter  prescribes  the 
corporate  powers  and  Article  VII  prescribes  the  method  as  to  how 
such  powers  shall  be  exercised  by  creating  three  ''bank  parliament*? '* 
for  its  farmer  members  to  legislate  for  themselves,  locd,  State,  and 
national  parliaments. 

Article  II,  you  will  observe,  grants  to  the  corporation  the  power  and 
authority ''  to  do  and  transact  a  general  banking  and  credit  ousiness," 
with  but  two  limitations,  namely,  it  is  prohibited  from  issuing  cur- 
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rency  or  bank  notes  and  its  communes  are  prohibited  from  receiving 
deposits.  But  there  is  not  a  single  limitation  on  its  power  to  ''bank 
with  bills/'  the  oldest  system  of  banking.  It  would  be  worth  nothing 
to  the  farmer  in  agricmtural  production  to  assume  demand  payable 
obligations,  and  that  is  what  deposit  and  note  issue  banking  means. 
The  two  last  mentioned  systems  not  only  would  be  worthless  to  the 
farmer,  but  they  are  too  expensive. 

I  shall  next  cuscuss  the  three  legislative  bodies  created  by  this  bill. 
The  local  legislators  are  called  supervisors,  the  State  advisory  coun- 
cUmen,  and  the  national  directors.  Article  VII  is  divided  into  three 
sections,  section  1  treating  of  the  national  officers  and  legislators, 
section  2  of  the  State,  and  section  3  of  the  \ocsl.  ParaCTaph  4  of 
section  1  and  paragraph  3  of  section  2  provide  that  their  legislators 
shall  be  members  of  unlimited  liability  communes.  I  tell  you  that 
farmers  who  are  the  guarantors  of  the  credit  of  their  respective  com- 
munities are  far  safer  and  more  conservative  legislators  then  Members 
of  CJongress,  who  have  no  such  responsibiUties.  This  statement  is  too 
sound  for  argument,  but  I  can  cite  numerous  authorities  to  sup])ort  it. 

Representative  Sumners.  You  mean  now  that  those  farmers  make 
liable  their  entire  possessions  ? 

Mr.  MiLUKEN.  Absolutely. 

Representative  Sumners.  For  what  are  they  so  Uablel 

Mr.  MiLLiKEN.  They  are  liable  for  every  credit  obligation  that  is 
assmned  by  the  society. 

The  Chairman.  You  were  speaking  about  the  bills,  and  I  did  not 
get  just  what  you  meant.  Are  these  bills  accepted  by  the  rural 
credits  communes,  approved  by  them,  or  what  ? 

Mr.  MiLLiKEN.  The  society  can  only  sell  credit  to  members  of  the 
society.  The  member  himself  must  organize  a  commune — at  least 
seven  members  must  organize  one  of  these  communes  or  communitj 
associations.  They  meet  once  a*  year  to  elect  their  officers.  The 
officers  meet  bimonthly  to  pass  on  the  applications  of  members. 
Each  member  is  investigated  at  the  time  he  becomes  a  member,  and 
the  branches — each  State  has  a  branch — ^would  have  records  of  all 
these  statements.  It  is  made  a  penal  ofPense  for  them  to  make  a 
false  statement  as  a  basis  for  credit.     That  is  in  the  bill. 

Suppose  I  want  to  buy  a  cow.  I  go  to  my  local  commune.  Sup- 
pose I  nave  not  a  dollar  to  pay  for  that  cow;  I  have  nothing  but  that 
cow  to  secure  that  payment.  I  am  asking  the  community  to  guar- 
antee my  credit.  They  could  take  a  mortgage  on  the  cow.  I 
could  not  transfer  title  to  the  cow  in  most  of  the  States.  I  could  not 
move  the  cow  out  of  the  community,  but  even  if  I  did  I  could  not  sell 
the  cow. 

Now,  I  would  be  required  to  carry  insurance  on  that  cow.  Under 
the  present  plan  the  stock  insurance  companies  charge  8  p^r  cent  on 
the  msurance.  I  had  this  up  with  the  finance  conmiittee  of  the 
executive  committee  of  the  American  Farm  Bureau.  Here  was  Mr. 
O.  E.  Bradfute,  of  Ohio,  who  was  paying  8  per  cent  for  cattle  insur- 
ance. I  told  him  that  if  he  would  eliminate  the  expense  of  the  local 
and  general  agents  he  could  easily  reduce  the  cost  of  that  insurance 
50  per  cent  and  make  it  only  4  per  cent. 

Then  Mr.  E.  H.  Cunningham  of  Iowa,  who  was  asked  by  President 
J.  R.  Howard  to  sit  with  the  finance  committee  to  listen  to  this 
discussion,  spoke  up  and  said,  **Grentlemen,  I  am  only  paying  2i 
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per  cent  for  my  cattle  insurance. "  I  said,  "  Well,  you  establish  the 
proof  for  this  system.  You  need  not  go  anjr  further."  And  we 
showed  there  that  in  many  States  they  were  paying  300  per  cent  more 
for  fire  insurance  than  in  others.  I  can  name  a  number  of  States, 
Mr.  Sumners — ^Texas  fanners  are  paying  300  per  cent  more  for  fire 
insurance,  and  the  same  is  true  in  Arkansas — than  farmers  in  other 
States  are  paying  to  their  "  county  mutuals. " 

Representative  Sumnbbs.  I  am  concerned  about  one  point  in 
jour  proposition,  and  that  is  the  matter  of  unlimited  financial  respon- 
sibiUty  of  the  members  of  the  commime.  Do  you  believe  that  the 
people  would  assume  that  liability  ? 

Mr.  MiLLiKEN.  Yes;  if  you  will  furnish  them  with  cheap  and  soimd 
multiple  insurance.  There  is  a  limited  liability,  but  he  has  to  pay 
for  it.  The  farmer  who  is  imwilling  or  who  is  unable  to  find  six 
other  farmers  in  his  community  whose  credit  he  is  willing  to  guaran- 
tee, or  who  are  willing  to  guarantee  him,  should  not  ask  the  same 
terms  as  the  man  who  is  doing  that.  Therefore  he  goes  into  an  associ- 
ation of  limited  UabiUty,  but  he  can  only  borrow  five  times  the 
amount  of  his  own  capital. 

And  what  is  the  result  ?  Instead  of  trying  to  force  the  farmers  to 
do  it,  let  lis  have  both  systems.  The  farmer  is  a  most  conservative 
paan;  he  is  going  to  be  slow.  The  original  society  that  was  organized 
m  Prance  was  nearly  all  limited  liabuity,  whereas  the  new  societies 
are  nearly  all  unlimited  Uability.  The  first  was  limited  Uability, 
where  they  could  only  borrow  five  to  one,  but  they  found  out  they 
were  paving  for  their  lack  of  trust.  Now  we  have  this  protection, 
that  only  members  of  those  unhmited  Uability  associations  can  sit 
on  the  boards  of  directors  of  the  states  and  the  national  parhament 
that  we  establish. 

Representative  Ten  Eyok.  Do  you  exclude  the  farmer  who  is  not 
a  member  of  the  association  ? 

Mr.  MiLLiKEN.  Oh,  certainly;  only  members  can  borrow. 

Representative  Ten  Eyck.  How  about  the  poor  man  that  has  not 
enough  money  to  purchase  an  interest  in  .the  association? 

Mr.  MiLLiKEN.  Well,  as  a  basis  for  it,  he  must  go  and  save  some. 
He  can  borrow  ten  times  the  amount  of  his  stock.  If  he  has  $50 
worth  of  stock  he  can  borrow  $500.  If  he  has  $100  worth  of  stock  he 
can  borrow  $1,000.  He  must  lay  aside  for  his  credit  just  like  he 
must  patch  his  roof  in  dry  weather  in  order  to  protect  himself  against 
rain. 

Representative  Ten  Eyck.  By  insurance  you  are  protected  against 
the  death  of  the  animal  or  against  fire  ? 

Mr.  MiLOKEN.  Yes,  sir;  crop  insurance,  all  kinds  of  insurance. 

Representative  Ten  Eyck.  Now,  take  this  man  who  is  not  respon- 
sible for  more  than  $50.  Suppose  he  should  kill  the  cow  for  meat 
and  eat  it  up.  How  would  the  other  men  be  protected  in  that 
instance  ? 

Mr.  MiLLiKEN.  They  are  right  in  that  community.  If  you  will 
recall,  I  said  that  one  of  the  general  principles  was  the  restricted  area 
of  operation.  It  would  not  do  to  have  one  farmer  Uving  over  here 
10  miles  south  of  town  and  another  10  miles  north  of  town.  Those 
farmers  seldom  meet,  and  they  can  not  supervise  it.  But  I  will 
bring  that  up  a  little  later  and  give  you  the  very  highest  authority — 
Wollemborg,  the  founder  of  the  Italian  rural  credit  system. 
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Representative  Sumners.  And  nobody  could  get  into  this  associa- 
tion anjrway  unless  the  other  members  would  accept  him  t 

Mr.  MiLLiKEN.  There  must  be  unanimous  consent;  it  is  a  partner- 
ship. 

The  Chairman.  Where  is  the  market  for  these  bills  ? 

Mr.  MiLLiKEN.  The  market  for  these  bills  will  be  the  insurance 
companies  and  the  wage  earners  of  our  industrial  centers. 

Now,  the  farmer  should  have  that  money  at  not  exceeding  1  per 
cent  in  excess  of  what  the  saving  banks  are  paying  for  deposits. 
He  ought  to  get  it  for  that.  We  know  that  before  the  war  savings 
banks  m  the  financial  centers  of  America  were  paying  2i  per  cent, 
and  the  highest  rate  was  3  per  cent. 

The  Chairman.  The  only  security  then  that  would  be  behind 
these  bills  would  be  the  capital  stock  of  the  conmiune  and  the  indi- 
vidual responsibility  of  the  stockholders  ? 

Mr.  MiLLiKEN.  tet  me  take  that  cow — 

The  Chairman.  Am  I  right  about  that? 

Mr.  MiLLiKEX.  No,  not  exactly.  I  will  show  you  now;  I  will 
enumerate  the  responsibilities  on  that  very  thing.*^  Suppose  I  lire 
here  in  Maryland — I  am  illustrating  now  by  the  case  oi  this  cow. 
Assume  that  I  have  nothing.  I  am  a  member  of  an  unlimited 
liability  association.  I  would  be  primarily  liable  for  the  payment 
for  that  cow%  and  inasmuch  as  I  have  no  endorser  I  would  give 
insurance  on  that  cow;  I  would  give  a  mortgage  on  that  Cow. 

Now,  my  six  partners — assuming  there  are  only  seven,  the  mini- 
mum number  that  is  permitted — would  all  be  liable  for  that  cow. 
The  stock  of  all  the  communes  of  Maryland  would  also  be  liable 
for  the  payment  of  that  obligation.  The  surplus  of  the  branch  of 
Maryland  would  be  liable  next.  Then  the  stock  of  the  branch  of 
Maryland,  which  would  be  put  up  by  the  life  insurance  company, 
would  be  liable  for  it.  Then  if  that  did  not  pay  it,  the  $25,000,000 
furnished  by  the  Government  would  be  liable  for  that  obligation. 

The  Chairman.  How  do  you  get  at  that  $25,000,000  ? 

Mr.  MiLLiKEN.  That  is  furnished  by  the  Government. 

The  Chairman.  How  does  that  become  liable  ? 

Mr.  MiLLiKEN.  It  is  made  so  in  the  bill,  in  stating  the  order  oi 
liability. 

Representative  Ten  Eyck.  I  have  no  doubt  there  is  enough 
liabihty  behind  it  to  pay  for  the  cow.  The  only  diflSculty  is  to 
protect  the  members  of  tne  association  from  the  loss  of  the  price  of 
the  cow  provided  the  man  who  borrowed  on  it  did  not  live  up  to  his 
obligation. 

A&.  MiLLiKEN.  They  are  right  there,  and  they  take  a  mortgage  on 
that  cow.  They  could  take  the  cow  away  from  him  if  he  were  to 
abuse  it. 

Representative  Ten  Eyck.  But  if  he  killed  the  cow  and  ate  it  they 
coula  not  take  it  away  from  him  ? 

Mr.  Milliken.  They  could  send  him  to  the  penitentiary,  in  the 
first  place.  But  the  farmers  are  in  that  community,  and  he  could  no 
more  kill  that  cow  and  get  awav  with  it  in  that  community  than  he 
could  fly.     They  would  know  all  about  it. 

Representative  Sumners.  Well,  now,  under  your  bill  would  the 
Maryland  association,  or  any  district  association  less  than  the  Mary- 
land association,  be  privileged  to  reject  any  individual  group  which 
tendered  itself  for  membership  in  the  confederated  whole  ? 
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Mr.  MnxiKEN.  Each  State  has  a  branch,  which  is  appointed  by  the 
rural  credits  society;  and  also  has  an  auditor  fumisned  by  the  In- 
surance League.     Now,  that  manager  has,  of  course,  the  right  to 

reject  any  and  all  paper 

Representatiye  oumners  (interposing).  I  am  not  talking  about 
paper. 

Mr.  MiLLiKEN.  Well,  that  is  it;  the  only  obligation  would  be  the 
paper  that  would  be  presented,  and  that  paper  would  have  to  go  to 
Baltimore  for  approval.  Those  societies  would  meet  every  two  weeks. 
We  -will  say  they  met  last  Saturday.  Now,  on  Mondajr  morning  the 
manager  of  the  Baltimore  branch  would  be  in  possession  of  au  the 
applications  for  credit  throughout  the  State  of  Maryland.  He  would 
sunply  wire  to  New  York,  tne  central  bank,  '-We  need  $100,000  to 
meet  our  credit  requirements."  The  central  bank  would  know  what 
rate  of  discount  to  chaige,  and  the  state  of  the  money  market.  They 
would  wire  back  to  the  Baltimore  manager  what  time  to  draw.  There 
might  be  applications  there  from  the  msurance  companies  or  of  the 
investors  for  this  paper.  They  may  be  five-day  bills.  So  the  Balti- 
more branch  manager  would  draw  a  $100,000  draft  or  bill  on  the 
central  bank  at,  5,  10,  15,  or  20  days'  sight,  through  one  of  the  com- 
mercial banks  of  Baltimore,  to  furnish  a  checking  account,  and  $100 
would  be  sent  to  me  to  pay  for  this  cow,  or  sent  to  the  man  who  sold 
me  the  cow. 

Representative  Sumners.  How  long  a  time  would  you  have  to  pay 
this  money  back  ? 

Mr.  MnjLiKEN.  Well,  suppose  that  was  a  dairy  cow.  If  that  was 
a  dairy  cow  she  would  reproduce  herself  in  monthly  periods;  we  will 
say  in  20  months.     So  I  would  give  20  $5  bills  of  excnange. 

Now,  those  bills  of  exchange,  with  the  insurance  provision,  the 
mortgage,  and  all,  would  go  to  the  Balitmore  branch  and  be  kept  in 
Baltimore.  The  Baltimore  branch  might  not  send  those  little  $5 
bills  out,  but  it  has  authority  to  draw  other  bills  on  the  central  bank, 
which  would  be  placed  on  the  open  market.  Those  bills  would 
mature  one  every  month,  a  $5  bill  every  month.  The  credit  societv 
would  have  full  power  and  authority  to  negotiate  and  contract  with 
the  other  banks  and  financial  institutions  to  handle  its  paper. 

Representative  Ten  Eyck.  Suppose  we  went  through  a  period 
when  the  farmers  were  makii^  money,  and  they  stopped  borrowing 
and  paid  up  their  debts.    What  would  become  of  that  money  ?    Would 
that  go  into  the  central  association  and  remain  there,  or  does  it 
automaticiJly  retract  in  the  paying  off  of  the  debts  ? 
Mr.  MiLLiKEN.  It  would  retract,  yes;  certainly. 
I  bag  to  quote  from  the  able  address  to  the  commission  we  sent 
abroaa  eight  years  ago  by  the  Hon.  Leon  WoUemborg,  ex-minister 
of  the  treasury  of  Italy  and  foimder  of  the  ItaUan  rural  credit 
sj^stem,  the  highest  living  authority  on  European  rural  credit.     You 
will  find  his  address  on  page  26,  of^ Senate  Document  No.  214,  Sixty- 
third  Congress,  first  session.    He  said: 

There  is  yet  another  psychological  factor  which  goes  to  insure  the  safety  of  these 
iHmii^,  and  that  is  public  opinion .  1 1  is  a  well-known  fact  that  public  opinion  is  nearly 
alwkVB  inclined  to  side  with  the  weak  as  against  the  strong,  ana  as,  rightly  or  wrongly, 
the  debtor  is  generally  considered  the  weaker  party,  he  usually  has  public  opinion  on 
his  side.  But  in  the  case  of  the  riual  bank  the  situation  is  reversed .  The  heads  of  the 
^unihesin  the  village  constitute  the  membership  of  the  rural  bank,  and,  as  they  are  all 
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interested  in  seeing  that  the  loans  for  which  they  are  severally  and  collectively  respcm- 
sible  are  paid,  public  opinion  in  this  case  is  on  the  side  of  the  creditor  and  not  of  the 
debtor. 

On  another,  page  of  the  same  document  he  pointed  out  the  superi- 
ority of  self-inspection  over  (Government  inspection,  which  is  tlie 
curse  of  this  coimtry.     On  that  subject  he  said: 

But,  when  the  loans  are  strictly  limited  to  people  residing  in  the  same  locality,  all 
can  become  vigilant  and  act  as  inspectors  for  their  own  protection.  And  you  will 
find  that  inspection  thus  exerdsed  by  the  members  of  the  rural  banks  is  iar  supeiiof 
to  any  Government  insp^tion,  since  each  man  has  been  rendered  personally  liable 
and  is  acting  as  inspector  in  his  own  interest.  As  one  of  the  farmers  once  said  to  me, 
*  *  We  are  100,  all  acting  as  spies  on  the  others  to  see  that  nobody  does  anything  wrong. " 

The  rural  credit  socities  of  even  paternalistic  Germany  are  all  self- 
inspected.  On  this  point  let  me  quote  the  question  and  answer  on 
page  298  of  the  same  document: 

Q.  Are  the  Raififeisen  bulks  subject  to  Oovemment  supervision? — A.  No;  this  ia 
their  special  feature  and  characteristic. 

When  Napoleon  created  the  Bank  of  France  he  had  nothing  but 
the  history  of  the  credit  institutions  of  England  to  guide  hun,  a 
coimtry  which  has  always  'had  the  freest  credit  institutions  in  the 
world.  We  inherited  that  policy  of  trust  from  her,  as  was  evidenced 
by  our  early  l^islative  policy  in  creating  corporations.  In  proof  of 
this  I  refer  you  to  the  charter  of  the  Potomac  Fire  Insurance  Co., 
created  March  2,  1831,  and  signed  by  President  Jackson,  which  you 
will  find  in  volume  6  of  the  private  acts  of  Congress.  Section  8  of 
that  charter  grants  that  corporation  ample  power  and  authority  to 
do  a  fire  insurance  business,  with  but  one  limitation,  namely,  that  no 
policy  should  exceed  $10,000.  But  that  limitation  amoimted  to 
nothmg,  because  the  company,  to  scatter  its  risks-,  limited  its  policies 
on  single  risks  or  single  blocks  to  $5,000. 

The  same  section  creates  a  **bank  parliament''  for  the  corporation, 
to  be  composed  of  responsible  stocmtiolders.  But  section  7  made 
czarism  or  one-man  control  impossible.  The  corporation  had  8,000 
shares  of  stock,  and  if  50  men  had  owned  60  shares  each,  they  would 
have  had  1 ,000  votes  for  the  directors  or  **  bank  parUament " ;  whereas 
if  one  man  had  acquired  the  other  5,000  shares,  he  would  have  had  but 
267  votes.  Congress  gave  that  corporation  a  20-year  legislative 
respite.  It  operated  69  years  without  any  sort  of  Government  inspec- 
tion, and  during  that  period  paid  its  stockholders  far  greater  oivi- 
.  dends  than  it  has  since  paid  under  the  system  of  Government  regula- 
tion and  inspection  provided  by  Congress.  But  Congress  has  so 
amended  that  charter  that  one  man  now  controls  that  corporation, 
thus  thwarting  the  original  purpose  of  the  corporation  of  a  stock- 
holders' control  through  their  own  ''bank  parliament." 

If  Congress  should  enact  the  McFadden-Kenyon  bill  into  law,  and 
thus  demonstrate  its  confidence  in  the  responsible  farmer  members 
of  the  corporation,  it  would  obviate  the  necessity  of  maintaining  an 
expensive  lobby  here  in  Washington.  The  present  lobby  expense 
is  an  enormous  one  for  the  farmers.  Why,  one  farmers'  organization 
pays  its  lobbyist  a  $12,000  vearlv  salary  in  addition  to  all  his  expefses. 
That  is  $5,000  in  excess  of  all  the  money  I  have  received  from  e/erj 
source  during  the  more  than  11  years  I  have  spent  here  trying  to 
induce  Congress  to  enact  this  legislation,  except  the  money  I  nave 
made  writing  life  insurance,  writing  for  the  press,  giving  expert 
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advice,  and  the  compensation  paid  by  the  goverament  for  the  eight 
months*  service  I  rendered  during  the  war. 

Congress  may  refuse  to  enact  the  philosophical  principles  of  this 
bill  into  law  and  continue  its  present  legislative  policy  of  distrust,  and 
thereby  increase  the  bureaucracy  of  this  city  and  extend  the  power  of 
the  lobby.  If  it  does  continue  this  unwise  policy,  then  in  time  the 
Frankenstein  of  its  creation  will  destroy  Congress  by  causing  the  people 
to  distrust  you.  Tlien  we  shall  have  a  reign  of  terror  in  Washmgton 
as  Prance  experienced.  That  will  result  m  a  military  dictatorsnip, 
but  I  fear  the  dictator  will  be  a  Lenin  or  Trotski  rather  than  a 
Napoleon,  and  leave  us  nothing  but  ruin  and  disaster. 

Representative  Sumners.  ASd  do  you  think  that  if  we  enact  this 
bill  we  will  avoid  all  that  ? 

Mr.  MiLLiKEN.  We  will  do  exactly  what  France  did.  That  was 
the  beginning  of  the  destruction  of  bureaucracy  in  France.  It  was  63 
years  before  the  French  Parliament  applied  this  to  all  the  credit 
institutions  of  France.  You  will  find  tnat  statement  by  Dr.  Andre 
Liesse  in  his  "A  Century's  Evolution  of  French  Credit.'' 

Representative  Sumners.  Mr.  Milliken,  have  you  considered  in 
studying  this  matter — and  I  know  you  have  studied  it  for  a  long 
time — tnat  there  is  possibly  some  fundamental  difference  between 
the  relationship  which  obtains  among  the  people  of  the  United  States 
and  that  which  obtains  among  the  people  of  France  and  Germany,  for 
instance,  which  might  affect  Qie  workability  pf  the  scheme  ? 

Mr.  MiLUKEN .  Well,  I  have  spent  my  whole  life  in  the  practice  and 
study  of  credit  institutions.  In  my  teens  I  was  a  bookkeeper  in  a 
general  store  in  a  rich  farming  community. 

Representative  Sumners.  Well,  I  want  to  talk  about  that  one  thing 
now.  Of  course,  you  know  that  in  Germany,  for  instance,  the  farmers 
Hve  in  villages.     Most  of  them  have  lived  there  all  their  Uves 

Mr.  Milliken.  Yes;  the  average  membership  of  a  commime  in 
Germany  is  92.  We  will  never  have  so  large  an  average  membership; 
the  average  membership  wiU  not  be  that  large. 

Representative  Sumners.  What  I  am  trying  to  get  at  is  the  differ- 
ence in  the  relationship  which  obtains  among  the  people  that  make 
up  the  German  rural  community  and  the  people  tnat  make  up  the 
rural  community  in  Texas,  for  instance.  As  I  started  to  say,  in  Ger- 
many they  hve  in  villages.  They  have  gone  to  school  together.  They 
are  fan  folks.  Their  father  and  grandfathers  probably  lived  there. 
Their  land  is  in  httle  strips  of  from  50  to  300  or  400  feet  in  width 
and  running  back  300  or  400  feet.  If  a  man  has  50  acres  of  land  he 
may  have  50  abutting  property  owner  neighbors.  They  cooperate 
in  the  cultivation  of  their  crops  and  the  harvesting  of  their  crops. 
Their  whole  life  is  one  of  close  contact  and  cooperation.  Then,  too, 
there  are  class  distinction  which  drive  these  agricultural  classes  back 
upon  themselves  into  class  cohesion.  I  understand  that  if  a  man 
leaves  the  place  where  he  is  living  in  Germany,  he  has  to  get  the  per- 
paission  of  the  chief  of  police,  and  he  must  report  to  the  chief  of  police 
in  the  place  to  which  he  goes.  Those  condition  do  not  obtain  in 
Texas,  most  of  them  have  not  Uved  where  they  are  very  long,  and 
with  a  lot  of  them  the  chances  are  they  are  going  somewhere  else 
pretty  soon. 

Mr.  Milliken.  Let  me  give  you  my  experience.  In  my  teens  I 
kept  books  at  Pleasant  Point,  which  is  7  miles  from  Alvarado,  Tex., 
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right  there  in  that  rich  black  land.  The  land  was  owned  in  laige 
bodies.  Seventy-five  per  cent  of  our  customers  were  tenants.  We 
sold  a  standard  cultivator,  that  cost  us  $25,  for  $37.50 — 50  per  cent 
profit — and  we  would  obtain  a  lien  on  those  cultivators,  and  take  the 
notes  at  10  per  cent  interest.  If  those  tenants  had  had  this  system 
of  credit  they  would  have  had  far  better  credit  than  the  firm  that  I 
represented,  because  they  could  issue  a  security  that  would  draw  the 
gold  from  any  bank  in  the  coimtry.  Why,  the  credit  society  could 
give  a  better  secxuity  than  any  merchant  in  the  country,  and  the 
cultivator  people  would  sell  to  them  a  carload  of  those  ciiltivators, 
and  not  only  would  thej  save  that  50  per  cent  profit  that  we  made 
but  they  would  be  gettmg  their  money  at  one-half  the  interest  rate 
we  charged  them. 

Representative  Sumners.  The  point  I  am  directing  your  attention 
to,  wnich  seems  to  me  to  be  rather  important,  is  the  difficulty  of 
undertaking  to  apply  to  America  a  system  which  may  have  proven 
effective  in  Europe.  There  is  a  difference  in  the  element  of  com- 
munity solidarity  in  this  country  as  compared  with  that  of  Europe. 

Mr.  MiT.TjKF.N.  And  therefore  you  have  got  to  let  a  man  select 
his  own  partners.  We  in  this  room,  say,  are  in  a  community.  Mr. 
Ten  Eyck  says,  *'0h,  I  don't  want  Mr.  MiUiken.  I  will  take  this 
gentleman,  and  that  gentleman,  and  that  gentleman'' — ^he  will  pick 
ni^  six  partners.  And  it  must  be  by  unanunous  consent.  Now,  in 
one  little  village  there  may  be  half  a  dozen  different  local  associa- 
tions or  communes.  Those  men  go  and  select  their  partners,  and 
when  they  find  out  that  the  failure  to  trust  the  other  men  of  their 
community  requires  them  to  pay  two  times  the  amount  that  is 
paid  by  tne  man  who  does  trust  them  you  will  get  them  in  the 
system. 

Representative  Sumners.  As  I  understand  your  position,  your 
system  as  applied  would  help  to  build  up  a  solidarity  among  the 
people  ? 

Mr.  MiLUKEN.  That  is  just  what  it  would  do.  The  farmer,  as  I 
remarked  in  the  beginning,  is  the  most  conservative  man  in  the 
country.  It  is  going  to  be  slow.  But  let  me  answer  your  question 
from  another  standpoint,  the  standpoint  of  monetary  security.  We 
will  never  have  any  monetary  security  in  this  country  until  we  pro- 
vide the  farmers  with  a  system  of  agricultural  credit  that  is  com- 
mensurate with  the  needs  and  hazards  of  the  industry. 

Representative  Sumnebs.  I  do  not  think  we  will  get  into  disagree- 
ment about  that. 

Mr.  MiLUKEN.  Absolutely;  it  just  comes  right  down  to  that,  and 
it  behooves  every  man  in  the  country,  in  the  interest  of  monetary 
security,  to  encourage  farmers,  and  Congress  has  merely  to  furnish  the 
machinery. 

Representative  Ten  Eyck.  Well,  in  this  instance  where  would  the 
farmer  deposit  his  cash? 

Mr.  MiLUKEN.  They  would  not  receive  deposits.  The  farmer's 
interest  would  be  in  tne  stock  of  his  commune.  Under  the  German 
system  they  began  as  purely  local  deposit  banks,  but  they  made  no 
progress  until  they  got  in  the  open  market  with  their  bills,  and  it 
was  14  years  before  the  Government  furnished  the  capital  for  the 
central  bank  that  put  them  in  the  open  market.  The  Prussian 
Government  furnished  $19,000,000  and  the  Imperial  Government 
of  Germany — I  do  not  know  exactly  what  amoimt. 
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Representative  Ten  Eyck.  Do  you  not  think  that  our  farmers; 
with  the  education  they  have  had  in  the  past,  would  rather  resent 
the  fact  that  the  money  they  deposited  in  the  other  banks — if  this 
is  not  a  depository  bank — ^would  be  borrowed  by  the  other  indus- 
tries of  the  country,  and  they  would  be  forced  to  borrow  out  of  a 
special  fund? 

Mr.  MiLiiKEN.  As  the  Comptroller  of  the  Currency  said  10  days 
ago  in  his  address  at  Philadelphia,  the  worst  overdone  business  in 
this  country  is  deposit  banking.  Instead  of  depositing,  let  the  far- 
mer buy  these  bills.  He  buys  these  bills  of  exchange;  that  is  what 
we  want  him  to  do. 

Representative  Ten  Eyck.  You  do  not  think  he  would  feel  at  all 
that  ne  was  undergoing  any  hardship  or  being  discriminated  against 
on  account  of  the  money  tnat  he  deposited  in  the  other  bank  oeing 
used  and  borrowed  by  other  industries  and  he  not  being  permitted 
to  borrow  back  his  own  money  ? 

Mr.  MiLLiKEN.  No;  because  we  are  giving  him  his  own  institution, 
and  we  are  giving  him  a  diflFerent  piece  of  paper,  a  sounder  piece  of 
paper.  Let  him  put  in  his  idle  money.  It  will  go  to  the  branch — 
in  every  State  there  will  be  a  branch.  That  is  far  safer  for  him,  and 
it  will  not  overdo  deposit  banking. 

Representative  I^n  Eyck.  In  this  way  you  are  not  adding  to  the 

E resent  banking  accommodation  for  the  othet  industries  of  the  coimtry 
ut  you  are  givingthe  farmer  another  avenue  for  borrowing  ? 

Mr.  MiULTKEN.  That  is  correct.  Now,  let  me  call  your  attention  to 
this  fact.  France  not  only  limits  the  amount  that  a  wage  earner  can 
deposit  in  any  one  or  any  number  of  saving  banks  to  1,500  francs — 
$300 — a  year,  but  she  also  makes  it  impossible  for  the  men  who  con- 
trol those  savings  banks  to  invest  one  dollar  of  those  deposits.  That 
must  go  to  the  central  bank  of  savings  banks.  France  wants  these 
savings  banks  in  order  to  enable  the  wage  earner  to  accumulate  a 
corporate  unit,  then  she  encourages  them  to  become  investors.  In 
conseauence  of  this  law  and  this  policy  France  has  built  up  a  system 
with  tne  greatest  number  of  investors  in  the  world,  while  we  have  the 
great^t  number  of  speculators. 

Representative  Ten  Eyck.  I  understand  the  French  peasant  is 
fau-ly  well  off  for  a  poor  man  on  the  farm,  but  on  the  other  hand  are 
not  the  German  peasants  or  the  German  farmers  in  a  different 
condition  ? 

Mr.  MiLLiKEN.  Germany,  like  the  United  States,  has  overdone 
deposit  banking,  and  look  at  German  credit  now.     Just  look  at  it. 

Now,  I  wish  to  make  this  remark  right  here;  I  did  not  finish  that 
statement.  After  the  organization  of  a  central  bank  that  gave  to  the 
German  rural  cr^ts  system  an  open  market  for  their  bills,  and  the 
progress  of  the  Raiffeisen  system — those  were  the  beginnings  of  the 
central  bank  and  the  entering  of  the  open  market.  The  last  account 
(1912)  I  have  of  the  banks  of  Bavaria  showed  that  89.2  per  cent  of 
their  total  borrowed  capital  was  raised  on  rural  bills  of  exchange  in  the 
open  market  and  10.8  per  cent  from  depositors. 

Now,  those  German  farmers,  the  menibers  of  these  rural  banks,  had 
no  safety  deposit  vaults,  they  had  no  safes,  and  they  carried  this 
money  around  in  wallets.  That  would  never  do  in  this  country, 
with  the  poor  rural  police  protection.  The  deposit  banking  svstem  is 
an  expensive  system,  in  addition  to  the  other  dangers  unaerlying  it. 
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There  is  the  danger  of  embezzlement,  robberies,  and  things  like  that. 
These  farmers  would  be  dealing  with  negotiable  instruments,  and 
there  would  not  be  that  incentive  to  murder  and  rob  them. 

Thev  would  use  the  check  paying  banks;  they  would  cooperate 
with  tne  check  paying  banks.  It  is  going  to  take  time,  just  as  it  did 
in  Germany.  The  first  35  years  of  the  German  system  did  not  accom- 
plish as  much  as  the  last  5  years  'before  the  war — I  am  not  speaking 
of  it  since  the  war.  It  is  going  to  take  time;  any  sound  system  is 
bound  to  be  of  slow  growth. 

Representative  Ten  Eyck.  Do  you  think  the  establishment  of  this 
entire  system  would  be  cheaper  than  the  extending  of  the  laws  r^ard- 
ing  the  present  national  banks  to  take  care  of  farming  needs  ? 

Mr.  imixiKEN.  I  do. 

Representative  Ten  Eyck.  Because  of  the  additional  expense  put 
upon  them? 

Mr.  MiLLiKEN.  I  think  you  have  got  to  reduce  the  expenses. 

Representative  Ten  Eyck.  If  we  expand  the  national  banks  so  as 
to  add  a  great  additional  service,  is  that  going  to  cost  as  much  as  to 
establish  an  entirely  new  banking  system? 

Mr.  MiLLiKEN.  Tlie  bank  that  receives  a  volume  of  deposits  pay- 
able on  demand — for  it  to  assume  these  long-time  obligations  would 
weaken  that  bank.  That  is  the  trouble  with  it.  In  that  connection 
I  wish  to  read  a  statement  by  a  member  of  this  commission,  the  hon- 
orable Ogden  L.  Mills,  in  the  Congressional  Record  of  day  before 
yesterday: 

Let  me  call  the  attention  of  gentlemen  from  the  rural  districts  to  this  further  prop- 
osition. Inside  of  three  months  this  Houw  will  be  considering  a  proposition  to  pro\iae 
farmers  with  credit  running  from  a  year  to  two  and  three  years,  because  there  exists 
to-day  a  well-recognized  gap  in  our  banking  system.  The  ordinary  sources  of  credit* 
the  short-time  commercial  credits,  do  not  meat  the  situation,  because  these  mature 
ordinarily  in  from  60  to  90  days,  while  the  farmer  needs  from  9  to  72  months  and  tiM 
cattle  raiser  up  to  three  years'  credit.  It  is  not  proposed  by  gentlemen  who  hA\e 
studied  this  proposition,  and  who  will  advocate  the  measure,  to  tap  the  commercial 
credit  fund  of  the  country.  No;  they  propose  to  tap  the  investment  fund,  and  very 
properly  so.  I  would  point  out  to  them  that  it  is  going  to  be  mighty  difficult  to  taj» 
the  investment  fund  of  this  country  if  you  drive  that  investment  fwid  into  tax-exempt 
securities,  or  if  you  propose  to  tax  it  to  the  tune  of  70  per  cent  to  pay  Govemment 
expenditures. 

The  present  situation  is  largely  due  to  the  fact  that  we  have  not  a 
system  of  agricultural  credit  that  is  conunensurate  with  the  needs 
and  hazards  of  agriculture. 

Representative  Ten  Eyck.  There  is  no  doubt  about  that.  What 
we  want  to  get  is  the  cheapest  one  that  will  render  the  greatest  good 
to  the  greatest  number. 

The  Chaibman.  In  this  bill  there  is  nothing  that  limits  the  opera- 
tion of  these  banks  to  a^culture  ? 

Mr.  MiLLiKEN.  Yes,  su-;  to  agriculture  strictly. 

The  Chairman.  It  does  not  say  so. 

Mr.  MiLLiKEN.  It  says  there  that  the  members  can  only  be  people 
engaged  in  farming.  'There  is  no  restriction  on  their  doing  a  banking 
business;  it  is  on  the  men  that  can  join.  It  can  be  agriculture, 
horticulture,  or  Uve  stock. 

Representative  Ten  Eyck.  Do  you  feel  that  Mr.  Mills'  remarks 
in  the  House  are  along  the  line  that  you  are  suggesting  here  ? 

Mr.  MiLUKEN.  Oh,  every  word  of  it.     I  indorse  every  word. 
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Representative  Ten  Eyck.  Well,  does  he  indorse  yours  ? 

Mr.  MiLUKEN.  I  do  not  know  Mr.  Mills.  My  attention  was  called 
to  this  record  by  a  gentleman  who  read  it.  I  have  never  seen  Mr. 
Mills,  except  day  before  yesterday  when  I  was  in  this  committee 
eoom. 

Representative  Ten  Eyck.  Do  you  understand  that  the  short- 
term  loan  or  the  intermediate  loan  to  the  farmer  for  nine  months 
jhoiild  be  from  an  investment  fimd  ? 

Mr.  Mttj^tken.  More  of  an  investment  fund.  It  should  not  receive 
ieposits. 

Representative  Ten  Eyck.  Tiiis  is  what  I  mean.  That  should 
X)me  from  an  investment  fund  rather  than  from  the  commercial 
fund  that  other  industries  borrow  from  on  their  short-term  notes  ? 

Mr.  Milliken.  Yes,  sir;  that  is  it.  None  of  the  farmers'  produc- 
tive activities  will  reproduce  themselves  inside  of  six,  eighty  and  nine 
nonths 

Representative  Ten  Eyck.  And  a  year. 

Mr.  Milliken.  And  three  years. 

Representative  Ten  Eyck.  Well,  I  do  not  know  about  that. 
Fake  cattle  raising,  for  instance.  I  explained  the  other  day  about 
ie  cattle  raiser  who  borrows  on  the  can.  When  the  calf  gets  to  be 
line  months  or  a  year  old  he  will  reborrow  on  that  calf,  he  will  pav 
)ff  his  first  note  and  borrow  more  money,  because  the  calf  is  wortn 
nore.  When  the  calf  is  two  years  old  he  will  pay  oflF  the  second  note 
ind  borrow  more,  because  the  calf  is  worth  still  more.  Therefore 
t  is  not  really  a  snort-time  loan. 

The  Chaibman.  That  is  not  the  case  if  a  man  buys  a  bunch  of 
iteers  down  in  Texas  and  takes  them  to  Montana  and  fattens  them 
hree  years. 

Representative  Ten  Eyck.  They  do  not  fatten  them  for  three 
fears  if  they  know  their  business. 

The  Chairman.  Well,  a  year,  or  year  and  a  half,  or  twenty  months. 

Representative  Ten  Eyck.  Six  months  of  com  feeding  will  put 
11  the  fat  on  them  that  you  want. 

The  Chairman.  I  am  talking  about  range-fed  cattle,  not  corn-fed 
attle. 

Representative  Ten  Eyck.  Well,  that  is  growing,  not  fattening. 

Mr.  Milliken.  Let  me  take  a  few  activities  with  which  the  Chair- 
man is  familiar.  For  instance,  fattening  cattle.  There  is  in  opera- 
ion—about  the  only  agricultural  operation  that  will  reproduce 
tself  in  three  or  four  months  is  f attemng  cattle  right  on  corn. 

Representative  Ten  Eyck.  That  can  be  taken  care  of  by  nine 
nontns'  credit. 

Mr.  MauKEN.  A  good  deal  of  that  must  be  taken  care  of  by  the 
»mmercial  banks,  but  when  it  comes  to  raising  those  cattle  that  is 
omething  the  commercial  banks  can  not  touch. 

Representative  Ten  Eyck.  I  want  to  give  all  consideration  to  this 
)ill  tnat  you  suggest,  and  I  want  to  brmg  out  these  points  so  that 
.can  more  intelDgently  and  thoroughly  digest  the  purport  of  the 
)ill  when  I  study  it  from  the  standpoint  of  its  consideration  in  the 
House.. 

The  Chaibman.  Is  there  anything  further,  Mr.  Milliken  ? 

Mr.  MnjjKEN.  I  can  not  think  of  anything  further,  Mr.  Chairman, 
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The  Chairbian.  I  do  not  know  about  the  other  members  of  the 
commission,  but  I  have  not  had  an  opportunity  to  examine  this  bill 
very  carefully. 

Mr.  MiLLiKEN.  I  have  been  before  the  Banking  and  Currency 
Committee  of  the  House  for  four  days,  and  I  have  gone  into  it  more 
thoroughly  there,  of  course,  than  I  have  here.  I  wanted  to  make 
a  short  statement  here. 

The  Chairman.  I  have  here  a  statement  submitted  by  Mr.  W.  J. 
Spillman,  associate  editor  of  the  Farm  Journal,  that  I  would  like  to 
have  inserted  in  the  record. 

(The  statement  submitted  by  the  chairman  is  here  printed  in  full, 
as  follows:) 

RURAL  CREDIT. 
[By  W.  J.  Spillman,  associate  editor  the  Farm  Journal.] 

Farmers  have  need  for,  and  actually  utilize  in  so  far  as  they  are  available,  three 
distinct  kinds  of  credit.  The  first  uf  thebe  may  be  called  land  credit.  Its  piimaiy 
purpose  is  to  enable  the  farmer  to  make  permanent  improvements  on  the  land  and 
to  enable  the  landless  man  to  acquire  land  ownership.  This  is  the  type  of  credit 
supplied  by  the  Federal  farm  land  banks  and  the  joint-stock  land  banks.  These  in- 
stitutions supply  this  credit  in  the  best  possible  form — on  long-time  amortization  pay- 
ments. The  only  difficulty  is  that  under  present  conditions  the  land  banks  are  not 
able  to  secure  the  necessary  capital  to  meet  the  demand  for  this  type  of  loans.  The 
Fletcher  bill,  now  pending  in  the  Senate,  permits  these  banks  to  hypothecate  their 
bonds  with  the  Treasury  Department  as  the  basis  for  the  issue  of  Treasury  notes, 
thus  extendinjB^  to  the  land  banks  the  privilege  already  enjoyed  by  the  Federal  reserve 
banks,  of  issiung  circulating  medium. 

This  privil^e  would  give  the  banks  all  the  capital  needed  to  meet  the  needs  of 
farmers  for  long  time  amortization  credit.  If  the  Commission  on  Agricultural  Inquiry 
will  point  out  the  need  for  this  legislation,  and  will  urge  the  passage  of  the  Fletdicf 
bill,  or  some  similar  measure,  it  would  aid  in  securing  this  much  needed  legislation 
At  the  present  time  the  land  banks  are  not  able  to  meet  more  than  one  tenth  of  the 
demands  made  on  them. 

The  second  type  of  credit  used  by  farmers  is  what  may  be  called  marketing  credit. 
In  order  that  farmers  may  receive  a  fair  price  for  their  products  it  is  essential,  in  the 
case  of  nonperishable  products,  that  they  be  supplied  to  the  markets  as  the  demand 
for  them  arizes.  This  means  marketing  such  products  in  an  orderly  manner.  To 
do  this  it  is  necessary  to  hold  a  considerable  ix>rtion  of  such  products  for  some  month?. 
But  this  is  often  only  possible  when  the  producer  can  get  means  with  which  to  i)ay 
the  cost  of  production.  Credit  of  this  kind  needs  to  be  extended  over  periods  varying 
from  a  month  or  two  to  twelve  months.  It  appears  that  the  laiger  cooperative  naar- 
keting  organizations  already  existing,  or  now  m  the  process  of  formation,  are  in  a  fair 
way  to  solve  the  problem  of  marketing  credit  without  the  need  of  further  legislation 
except  permission  to  do  cooperative  marketing. 

The  third  type  of  credit  needed  by  farmers  may  be  called  productive  credit.  It 
is  the  kind  needed  for  buying  fertilizers  and  other  supplies  necessary  to  the  production 
of  crops;  for  bujdng  livestock  for  productive  purposes;  and  the  like.  In  this  case 
what  13  needed  is  some  kind  of  personal  credit  for  farmers.  The  ordinary  deposit 
banks  are  not  in  position  to  supply  this  credit,  mainlv  for  the  reason  that  the  length 
of  time  for  which  loans  are  needed  in  such  that  it  would  not  be  safe  for  deposit  banks 
to  extend  such  cj-edit. 

This  third  type  of  credit  is  probably  used  by  farmers  to  a  greater  extent  than  either 
of  the  other  two  types,  or  would  be  if  it  were  readily  available.  Tenant  fanneis 
particularly  must  either  borrow  money  with  which  to  buy  the  supplies  required  for 
crop  production  or  obtain  these  supplies  on  credit,  usually  at  pnces  consideiably 
higner  than  cash  prices,  with  a  high  rate  of  interest  in  addition.  Tnousands  of  farmers 
buy  farm  machinery  every  year  on  credit,  practically  always  at  a  price  considerably 
above  the  cash  price,  and  pay  interest  on  a  chattel  m(M*tgage  besides. 

I  am  of  opinion  that  ample  personal  credit  of  the  kind  nere  under  consideration 
would  do  more  to  stimulate  farm  production  than  any  other  one  thing.  It  would  abo 
save  farmers  an  enormous  sum  of  money  every  year.    The  only  bill  now  before  Con- 

fress  which  is  intended  to  supply  credit  of  this  type  is  that  known  as  the  McFadden- 
Lenyon  bill.    This  bill  has  oe&i  very  carefully  drawn,  and  would  create  a  purely 
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cooperative  credit  society  that  would  make  every  idle  dollar  in  the  country  available 
for  productive  purposes  to  anv  farmer  needing  it  and  who  is  really  entitled  to  credit. 
This  Ull  would  do  much  to  obviate  the  evils  of  the  tenant  system.  I  hope  this  com- 
nussion  will  see  its  way  clear  to  give  this  bill  a  strong  and  unequivocal  indorsement. 

(The  so-called  McFadden-Kenyon  bill  submitted  by  Mr.  Milliken 
and  ordered  by  the  commission  to  be  incorporated  in  the  record 
is  here  printed  in  full,  as  follows:) 


[H.  R.  7870,  Sixty-seventh  Congress,  flnt  session.] 

k  BILL  To  standardise  paper  for  agricultural  production,  to  establish  discount  markets  for  such  pa 
to  create  two  necessary  fisoiii  and  financial  agents  for  the  Qovemment  of  the  United  States,  and  for  o 


Be  it  macUd  by  the  Senate  and  House  o/RepresentativeM  of  the  United  States  of  America 
in  Conaress  assemhledy  That  the  short  title  of  this  act  shall  be  the  rund  credit  and 
multiple  insurance  act,  and  the  two  corporations  created  by  this  bill  shall  be  referred 
to,  respectively,  as  follows:  The  Rural  Credit  Society  shall  be  referred  to  as  the 
society  and  the  Liberty  Insurance  League  shall  be  referred  to  as  the  league. 

Sbc.  2.  That  the  commissioners,  directors,  and  trustees,  respectively,  of  said  two 
corporations  and  bodies  politic  and  financial  and  fiscal  agents  hereby  created  shall 
bj  the  name  of  the  Rural  Credit  Society  and  Liberty  Insurance  Lesigue,  have  succes- 
sion and  be  able  to  sue  and  be  sued,  implead  and  be  impleaded,  in  all  the  courts  of 
the  United  States,  and  each  to  make  and  use  a  common  seal,  and  the  same  to  alter 
and  amend  at  pleasure. 

Sbc.  3.  That  L.  D.  May,  of  Granville  Center,  Bradford  County,  Pennsylvania; 
Fitt  Sears,  of  Thorp  Spring,  Hood  County,  Texas;  and  ,  of  ,  are  hereby 

designated  and  created  commissionerB,  with  power  and  authority  to  n^tiate,  in  the 
manner  expressly  provided  in  Article  VI  of  the  charter  creatiiig  said  Liberty  Insur- 
ance League,  with  any  solvent  and  well-established  life  insurance  company  incor- 
porated imder  the  laws  of  some  one  of  the  several  States  having  approved  assets  of 
not  less  than  $400,000,000  for  the  purpose  of  inducing  one  of  such  companies  to  accept 
the  Umm  of  the  charter  creating  said  Liberty  Insurance  League,  and  agree  and  bind 
itsdf  to  operate  thereundo*  and  be  governed  solely  by  the  terms  and  provisions 
Uiereof;  and  said  c(»nmisBioners  are  further  authorized  and  empowered  to  organize 
said  Rural  Credit  Society  in  the  manner  expressly  provided  in  Article  VIII  of  the 
charter  creating  said  Rural  Credit  Society. 

Sio.  4.  That  one  of  said  financial  and  fiscal  agents,  to  wit,  the  said  Rural  Credit 
Society,  shall  operate  and  be  governed  solely  by  the  terms  of  its  charter,  which  shall 
read  as  follows: 

CHARTER  OF  THE  RURAL  CREDIT  SOCIETY. 

Article  1. 

Sbchon  I.  Name  of  corporation. — ^The  name  of  the  corporation  shall  be  the 
Rural  Credit  Society,  which  is  referred  to  herein  as  the  society. 

Article  II. 

SEcnoN  1.  Nature  of  business. — ^The  nature  of  the  society ^s  business  shall  be. 
and  it  is  hereby  authorized  and  empowered,  to  do  and  transact  a  general  banking  and 
credit  business  through  its  executive,  branch,  and  commune  offices,  and  through 
SQcfa  agents,  agencies,  and  auxiliaries  as  its  by-lkws  may  prescribe,  to  buy  and  sell, 
&Qd  contract  for  the  purchase  and  sale  of  securities,  of  moneys  of  the  United  States, 
and  of  gold  bullion,  to  buy  and  own  in  perpetuity  such  real  estate  as  may  be  deemed 
necessary  for  its  executive  and  branch  offices  and  the  same  to  dispose  of  at  its  pleasure, 
to  own  and  hold  for  a  period  not  to  exceed  ten  years  such  real  estate  as  it  may  acquire 
throu^  foreclosure  proceedings  and  the  same  to  dispose  of  in  like  manner,  to  act  as 
the  fiscal  and  financial  agent  for  the  Grovernment  of  the  United  States  within  the 
powers  conferred  upon  it  in  this  article  and  on  such  terms  as  may  be  prescribed  by  the 
Secretary  of  Agriculture  and  approved  by  the  society's  board  of  directors:  Provided^ 
'Hiat  neither  me  society,  its  branched),  communes,  agents,  agencies,  nor  auxiliaries 
^iiall  issue  demand  payable  printed  bank  notes,  commonly  denominated  currency: 
^^^t^vided further,  That  the  society's  communes  shall  not  receive  deposits. 
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Article  III. 

Section  1.  Place  of  executive  office. — ^The  temporary  executive  office  of  the 
society  shall  be  located  by  its  board  of  directors  at  their  first  meeting,  at  which  place 
it  shall  remain  for  a  period  of  five  years,  when  the  board  shall  establish  a  permanent 
executive  office  by  a  majority  vote:  Prrmdedy  That  the  board  may,  by  a  two-thinfe 
vote,  change  the  location  of  such  office  thereafter.  Board  meetings  may  be  held  at 
such  places  in  the  United  States  as  its  by-laws  may  prescribe. 

Article  IV. 

Section  1.  C.vprrAL. — ^The  capital  of  the  society  shall  consist  of  a  guaranty  fund 
and  the  stock  of  its  branches  and  communes. 

Paragraph  1.  Guaranty  fund. — ^The  guaranty  fund  shall  consist  of  $25,000,000, 
which  shall  be  furnished  and  paid  in  by  tne  Government  of  the  United  States. 

Subparagraph  1.  When  Govbrkment  shall  pay  in  guaranty  fund. — ^When  the 
commissioners  have  induced  such  a  life  insurance  company  as  is  described  in  sec- 
tion 3  of  the  act  creating  this  charter  to  accept  the  said  liberty  iDsurance  League 
charter,  and  the  Secretary  of  Commerce  has  approved  their  acts  and  issued  a  ettte- 
ment  authorizing  said  league  to  begin  bumness  under  such  charter,  the  Secretary  of 
Commerce  shall  then  draw  a  voucher  on  the  Treasurer  of  the  United  States  for  ^,- 
000,000,  who  shall  cause  such  sum  to  be  paid  into  the  treasury  of  such  lea^e,  to  be  hdd 
in  trust  and  invested  by  such  league  for  the  use  and  benefit  of  the  society  until  the 
Secretary  of  Agriculture  orders  the  league  to  pajr  the  same,  principal  and  interest, 
into  the  treasury  of  the  society,  less  the  compensation  allowed  for  the  risk  and  expense 
for  accepting  such  trust,  as  is  provided  in  Article  X  of  said  Liberty  Insurance  League 
charter. 

SuBPAR  2.  Sinking  fund  to  retire  guaranty  fund. — Within  three  months  after 
the  1st  day  of  January,  each  year,  the  society  shall  cause  to  be  paid  into  the  Treasury 
of  the  United  States  one-tenth  of  1  per  centum  per  annum  on  all  loans  and  discounto 
made  or  renewed  to  its  members  the  preceding  year,  ending  December  31,  which  pay- 
ments shall  be  invested  under  the  direction  of  the  Secretary  of  the  Treasury,  for  the 
use  and  benefit  of  the  sinking  fund  of  said  societjr  to  retire  the  guaranty  fund  and 
interest  thereon;  and  when  the  sinking  fund,  principal  and  interest,  equals  the  prin- 
cipal paid  by  the  Government,  together  with  simple  interest  at  the  rate  which  the 
Government  has  to  pay  for  tlie  money  so  advanced  oy  it,  then  this  subparagraph  shall 
be  of  no  effect  and  the  society's  obligation  to  the  Government  on  account  of  the  guar- 
anty fund  shall  be  canceled. 

SuBPAR.  3.  Branch  stock. — ^Each  of  the  forty-eiffht  branches  shall  have  a  capital 
stock  of  $50,000;  and  the  stock  of  each  branch  shall  be  fully  paid  in  cash  before  such 
branch  begins  business.  Such  capital  shall  be  paid  by  the  Liberty  Insurance  League, 
and  the  society  shall  cause  stock  certificates  to  be  executed  and  delivered  to  the 
league  as  evidence  of  such  payment  and  its  ownership  of  such  stock.  Such  stock 
shall  be  nonassessable  and  nontransferable  and  paid  an  annual  dividend  by  ^e  society, 
if  earned,  of  6  per  centum,  which  dividend  shall  be  cumulative. 

SuBPAR.  4.  Commune  stock. — The  stock  of  the  communes  shall  be  subscribed 
and  paid  for  in  cash  by  the  members  of  the  respective  communes.  Such  stock  shall 
be  of  the  par  value  of  $5  each,  for  which  certificates  shall  be  executed  and  delivered 
to  the  subscribing  members  by  the  managers  of  the  respective  branches.  Such  stock 
jshall  be  nontransferable  while  the  subscribing  owner  is  a  member  of  the  society: 
Provided,  That  a  member  may  reduce  the  amount  of  his  conunune  stock  by  complying 
with  the  terms  of  the  by-laws  and  subparagraph  4  of  Article  V  of  this  charter.  The 
commune  stock  shall  be  nonassessable  and  paid  such  annual  dividend,  if  earned,  as 
the  advisor^r  council  of  the  respective  director's  district  may  declare:  Provided /urtiter, 
That  no  dividend  shall  be  paid  on  the  commune  stock  of  a  director's  district  unul  such 
branch  has  accumulated  a  safe  surplus  in  the  judgment  of  the  board  of  directors. 

Article  V. 

Section  1.  Commune. — The  word  "commune"  as  used  in  this  charter  shall  denote 
a  voluntary  local  association  of  farmers  for  the  purpose  of  improving  their  productive 
credit  facilities,  and  the  persons  comprising  the  commune  shall  be  referred  to  as 
members. 

Paragraph  1.  Classification  op  members. — There  shall  be  two  classes  of  mem- 
bers, voting  and  nonvoting  members.  The  privilege  of  voting  the  election  of  those 
to  control  the  corporation  shall  be  exercised  by  the  voting  members  only. 
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SuBPAR.  1.  How  TO  BECOME  A  VOTING  MEMBER. — To  become  a  voting  member,  a 

nonvoting  member  shall  obtam  the  unanimous  vote  of  the  voting  members  of  his 
commune. 

SuBPAR.  2.  Minimum  number  of  voting  members. — Each  commune  must  have 
at  least  seven  voting  members. 

SuBPAR.  3.  Expulsion  of  a  member. — The  voting  members  of  any  commune  may 
by  a  majority  vote  expel  a  member. 

SuBPAR.  4.  Voluntary  resignation  of  members. — Any  member  may  vountaiily 
withdraw  his  membership  from  his  commune  at  will,  to  tie  effect  immediately;  but 
a  member  of  a  commune  of  the  first  and  second  class  shall  be  personally  liable  for  the 
pa>Tnent8  of  the  debts  contracted  by  the  commune  while  he  is  a  member  thereof  and 
until  the  1st  day  of  January  next  aiter  he  ceases  to  be  a  member;  and  the  commune 
stock  of  a  member  of  any  class  of  commune  shall  be  liable  for  the  payment  of  the 
debts  contracted  by  the  communes  of  that  director's  district  while  he  was  a  member 
and  until  the  1st  day  of  January  next  after  he  ceases  to  be  a  member,  which  liability 
shall  attach  and  become  binding  in  the  order  provided  in  section  3  of  this  article. 

Sec.  2.  Classification  of  communes. — ^There  shall  be  three  classes  of  communes — 
first,  second,  and  third  class. 

Paragraph  1.  Communes  of  first  class. — Communes  of  the  first  class  shall  com- 
prise those  situated  in  States  whose  laws  permit  the  waiver  of  homestead  and  execu- 
tion exemptions  of  such  members,  and  the  members  of  which  actually  execute  valid 
waivers  of  such  extemptions  and  agree  and  bind  themselves  to  become  jointly  and 
severally  liable  for  eacn  and  every  credit  obligation  contracted  by  the  members  of 
their  respective  communes  while  they  were  members  and  until  the  Ist  day  of  January 
next  after  they  cease  to  be  members. 

Subparagraph  1.  Credit  limitation  of  the  first  class. — The  credit  of  each 
member  of  a  commune  of  the  first  class  shall  be  limited  to  twenty  times  his  paid-up 
stock  in  his  commune. 

Par.  2.  Communes  op  second  class. — Communes  of  the  second  class  shall  com- 
prise those  situated  in  States  whose  laws  prohibit  the  waiver  of  homestead  or  execution 
exemptions,  but  whose  members  lawfully  agree  and  bind  themselves  to  become 
jointly  and  severally  liable  for  each  and  every  credit  obligation  contracted  or  made 
by  the  members  of  their  respective  communes  while  they  are  members  thereof  and 
until  the  1st  day  of  January  next  after  they  cease  to  be  members. 

Subparagraph  1.  Credit  limitation  of  second  class. — ^The  credit  of  each 
member  of  a  commune  of  the  second  class  shall  be  limited  to  ten  times  his  paid-up 
stock  in  his  commune. 

Par.  3.  Communes  of  third  class. — Communes  of  the  third  class  shall  comprise 
those  whose  members*  personal  liability  shall  be  unlimited  for  the  credit  obligations 
contracted  or  made  by  themselves  and  for  which  they  become  surety,  but  for  the 
credit  obligations  of  other  members  their  personal  liability  shall  be  limited  to  their 
unpaid  stock  subscriptions  in  their  respective  communes. 

Subparagraph  1.  Credit  limitation  of  third  class. — The  credit  of  each  member 
of  a  conmiune  of  the  third  class  shall  \ye  limited  to  five  times  his  paid-up  stock  in  his 
conunune. 

Sec  3.  Order  in  which  liabilities  attach. — The  order  in  which  liabilities 
attach  shall  be  as  follows:  The  drawer  of  a  granger  or  bill  of  exchange  and  maker  of 
a  promissory  note  and  other  credit  instruments  shall  be  primarily  liable  for  their 
payment;  next  the  drawer  or  maker's  surety,  if  any;  next  the  <lrawer  or  maker's 
commime  stock;  next  the  members  of  the  commune  of  which  the  drawer  or  maker  is 
a  member,  if  the  commune  be  of  the  first  or  second  class;  next  the  surplus  of  the 
branch  situated  in  the  district  in  which  the  drawer  or  maker's  commune  is  situated; 
next  the  stock  of  all  the  communes  of  such  district,  which  liability  shall  attach  to 
^ach  share  of  such  stock;  next  the  stock  of  the  branch  of  the  district  in  which  the 
drawer  or  maker's  commune  is  situated;  and  finally  the  guaranty  fund:  Provided, 
That  any  loss  sustained  by  a  branch  other  than  by  the  failure  of  a  member  to  meet 
his  obli^tion  shall  be  repaired,  first,  out  of  the  surplus  of  such  branch,  and  if  that  be 
insuffiaent,  then  out  of  tne  stock  of  the  communes  of  the  district  in  which  such  branch 
is  located,  and  if  that  be  insufficient,  then  put  of  the  stock  of  such  branch,  and  finally 
out  of  the  guaranty  fund:  Provided  further,  That  in  no  event  shall  the  stock  of  the 
communes  or  branch  of  one  director's  district  be  liable  for  the  debts  or  defaults  of  the 
members,  communes,  or  branch  of  another  director's  district. 

Article  VI. 

Section  1.  Duration  of  corporation. — The  duration  of  the  corporation  shall  be 
fi^y  yean,  but  the  Congress  hereby  retains  the  right  to  amend  this  charter  decennially 
after  the  twentieth  year. 
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Article  VII. 

Section  1.  Corporatb  powers;  how  exercised. — ^The  corporate  powen  of  the 
society  shall  be  exercised  by  a  board  of  directors,  the  members  d  which  shall  be  elected 
in  the  decentralized  maimer  provided  in  this  section  of  this  article,  and  such  officen, 
agents,  and  committeemen  as  the  board  may  elect,  except  as  otherwise  expiesiy 
provided  in  this  charter.  The  board  shall  have  newer  and  authority  to  enact  by-Uvs, 
rules,  and  regulations  for  the  society,  its  branoies  and  communes,  their  agents  and 
members,  not  inconsistent  with  the  terms  of  this  charter. 

Paragraph  1.  Classification  of  directors. — The  classification  of  directofs' 
districts  and  the  territory  comprising  each  shall  be  as  follows: 

First  class:  First,  Alabama;  second,  Arizona;  third,  Arkansas;  fourth,  Oalifoma; 
fifth,  Colorado; sixth,  Connecticut;  seventh,  Delaware;  eighth,  Florida;  ninth,  Gecfgi»; 
tenth,  Idaho;  eleventh,  Illinois;  twelfth,  Indiana. 

Second  class:  Thirteenth,  Iowa;  fourteenth,  Kansatf;  fifteenth,  Kentucky;  sixteenth, 
Louisiana:  seventeenth,  Maine;  eighteenth,  Muyland  and  District  of  Columbia: 
nineteenth,  Massachusetts;  twentieth,  Michigan;  twenty-first,  Minnesota;  twenty- 
second,  Miasissippi;  twentv-third,  Missouri;  twenty-fourth,  Montana. 

Third  class:  Twenty-fifth,  Nebraska;  twenty-sixth,  Nevada;  twenty-eeventh,  New 
Hampdiire;  twenty-ei^th,  New  Jersey;  twenty-ninth.  New  Mexico;  thirtieth,  New 
York;  thrity-first,  North  Carolina;  thirty-second,  North  Dakota;  thirty-third,  Ohio; 
thirty-fourtn,  Oklahoma;  thirty-fifth,  Oregon;  thirty-sixth,  Pennsylvania. 

Fourth  class:  Thirty-seventh,  Rhode  Island;  thirty-eighth,  South  Carolina;  thirty- 
ninth,  South  Dakota;  fortieth,  Tennessee;  forty-first,  Texas;  forty-second,  Utah. 
forty-third,  Vermont;  forty-fourth,  Virginia;  forty-fifth,  Washington;  forty-siith. 
West  Virginia;  forty-seventh,  Wisconsin;  forty-eighfii,  Wyoming. 

Par.  2.  Quorum. — Each  director  shall  have  one  vote  on  the  board,  and  a  majority 
shall  consititute  a  quorum  for  the  transaction  of  business. 

Par.  3.  Terms  of  office  of  directors. — The  first  board  of  directors  shall  be 
divided  into  four  classes  in  the  order  provided  in  paragraph  1  of  this  section.  The 
term  of  the  first  class  shall  expire  on  tne  second  Tuesday  m  January  next  following; 
that  of  the  second  class  one  year  from  that  time;  that  of  the  third  class  two  years  froa 
that  time;  and  that  of  the  fourth  class  three  years  from  that  time,  and  so  on,  come- 
cutively,  in  each  and  every  year  thereafter,  so  that  all  the  directors  of  one  class  shall 
be  elected  annually  thereafter  for  a  term  of  four  years  each.  All  vacancies  occurriDg 
in  the  board  shall  be  filled  by  the  advisory  council  of  the  respective  director's  district 
imtil  the  next  general  election  of  director  for  such  district. 

Par.  4.  Qualification  of  directors. — Each  director  shall  be  a  citizen  of  the 
United  States  and  bona  fide  resident  and  voting  member  of  a  commune  of  the  fiT« 
or  second  class  and  remain  such  during  his  term  of  office. 

Par.  5.  Manner  op  elechng  directors. — The  directors  shall  be  elected  by  the 
ballots  of  their  respective  directors'  districts,  each  visor  being  entitled  to  cast  a5 
many  votes  as  there  are  members  of  his  commune.  Such  ballots  must  be  forwarded 
to  the  executive  office  of  the  society  by  United  States  post,  inclosed  in  an  officii 
envelope  on  which  the  woras  "Official  director's  ballot"  shall  be  printed  or  written 
in  red  ink  on  the  address  aide  thereof. 

Subparagraph  1  Ballots  and  envelopes — How  furnished. — It  shall  be  the 
duty  of  the  secretary,  ninety  days  before  the  election  of  a  director,  to  mail  one  oflBdal 
ballot  and  envelope  to  each  \asor  of  the  district  in  which  such  an  election  is  to  be 
held. 

SuBPAR.  2.  Inspectors  of  elections. — The  secretary  shall,  on  the  fourth  Tu^ 
day  in  November  of  each  year,  in  the  presence  of  the  auditor  or  deputy  auditor  and 
a  censor,  open  and  count  the  official  ballots  cast  for  director?  at  the  election  held  two 
weeks  pre\iousIy.  Any  candidate  for  director  may,  at  his  own  expense,  appoint' 
in  writing,  one  representative  to  be  present  at  such  opening  and  counting,  who  shall 
have  the  privilege  to  examine  each  ballot. 

Par.  6.  Candidates  for  director. — Each  eligible  person  who  desires  to  be- 
come a  candidate  for  director  of  hi?  district  shall  notify  the  secretary  four  months 
in  advance  of  such  election,  and  the  secretary  shall  inform  such  person  of  the  ap- 
proximate cost  in  postage  and  printing  necessary  to  place  his  name  befcwe  the  yisoa 
of  his  district.  If  such  person,  within  thirty  days  after  the  mailing  of  such  informa- 
tion, make  remittance  to  the  secretary  to  cover  such  expense,  it  shall  be  the  further 
duty  of  the  secretary,  to  cause  the  name  and  addre-rs  of  eadi  sud^  candidate  to  be 
printed  on  each  ballot  sent  out  by  him  and  mul  one  of  such  ballots  and  official  en- 
velopes to  each  vi^yr  of  that  director's  district.  The  candidate  receiving  a  plur- 
ality of  the  vote^  cast  at  such  election  shall  bo  declared  elected.  If  two  caD<i^- 
dates  tie  at  any  election,  then  a  special  election  shall  be  held  to  decide  die  contest 
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betxeen  them,  such  special  election  to  be  called  by  the  president  for  sudi  time  a? 
he  may  deem  meet.  ^ 

Pab.  7.  Annual  election  of  niREcroRa. — ^The  annual  election  for  the  members  of 
the  board  of  directors  to  fill  the  places  of  the  outgoing  class  shall  be  on  the  second 
Tuesday  in  November  of  each  year,  and  the  newly  elected  members  of  the  board 
duiU  be  inducted  into  office  the  second  Tuesday  in  January  next  following  and  hold 
office  for  a  term  of  four  years. 

Par.  8.  Compensation  of  directors. — Each  member  of  the  board  of  directors  who 
attends  the  annual  board  or  parliamentary  session  on  the  first  day  thereof  (the  first 
Tuesday  in  January  of  each  year)  and  there  remains  for  three  days,  shall  be  paid  a 
aaUry  of  $1,000  for  the  previous  fiscal  year,  ending  December  31,  together  with  travel- 
ing expenses  incurred  m  attending  such  session. 

Subparagraph  1.  Penalty  for  failure  of  attendance. — Any  director  who  fails 
to  attend  two  annual  board  or  parliamentary  sessions  during  a  single  term  shall  have 
his  office  vacated  and  be  rendered  ineligible  to  hold  such  office  thereafter. 

Par.  9.  Chairman  of  board. — ^The  board  of  directors  shall  elect  one  of  their  mem- 
bers chairman,  who  shall  preside  at  the  meetings  and  sessions  of  the  board  and  call 
the  board  together  in  extraordinary  session  by  giving  each  member  thirty  days' 
previous  notice  in  writing. 

Par.  10.  NoNPOLmcAL  control  guaranteed. — No  director  shall  hold  or  become  a 
candidate  for  any  elective  office  under  any  Government  or  with  any  political  party 
during  his  term  of  office. 

Par.  11.  Recall  of  DiRscrroRs  and  advisory  councilmen. — The  auditor  and  cen- 
sors may,  when  in  their  judgment  the  interest  of  the  society  or  its  creditors  require  it, 
oall  a  confidence  election  to  recall  any  member  of  the  board  of  directors  or  advisory 
councils.  Three  months'  previous  notice  shall  be  given  the  person  to  be  recalled, 
and  the  reason  for  initiating  such  recall  set  forth  in  writing  and  signed  by  the  auditor 
and  a  majority  of  the  censors,  and  a  copy  thereof  mailed  to  each  such  person. 

Subparagraph  1.  Voters  at  confidence  elections. — Each  member  of  a  com- 
mune situated  in  the  district  represented  by  the  director  or  advisory  councilmen  to 
be  recalled  shall  be  entitled  to  cast  one  vote  at  each  confidence  elejtion  held  therein. 

Subpar.  2.  Effect  op  confidence  elections. — If  a  majority  of  the  qualified  voters 
at  a  confidence  election  vote  in  favor  of  the  recall  of  the  person  voted  on,  it  shall  have 
the  effect  of  removing  him  from  office  and  disqualifying  him  from  holding  such  office 
thereafter. 

Par.  12.  Annual  election  of  officers. — ^The  annual  election  of  officers  shall  be 
held  on  Wednesday  next  following  the  second  Tuesday  in  January  of  each  year,  on 
which  day  the  board  of  directors  shall  elect  a  president,  vice  president,  secretary, 
treasurer,  one  or  more  censors,  members  of  the  executive  committee,  such  number  of 
inspectors  as  the  business  may  reouire,  and  such  other  officers  as  the  by-laws  may 
prescribe,  which  officers  shall  hola  office  for  a  term  of  one  year  each  and  until  others 
are  elected  in  their  stead. 

Par.  13.  President. — ^The  president  shall  be  the  chief  executive  officer  of  the 
society  and  have  authcffity  to  appoint  the  managers  of  the  branches,  select  the  deposi- 
taries and  fiscal  and  other  agents  and  clerical  force  of  the  society,  and  fix  the  com- 
pensation of  each  when  the  same  is  not  fixed  by  the  board  of  directors.  The  vice 
president  shall  perform  the  duties  of  the  president  during  the  absence  or  inability  of 
the  latter  to  serve  and  do  and  perform  suctx  other  duties  as  the  by-laws  may  prescribe. 

Par.  14.  Secretary. — ^The  secretary  shall  attend  all  board  meetings  of  the  direc- 
tors and  executive  committee  and  keep  true  records  of  what  transpires  thereat,  prepare 
all  ballots  for  the  election  or  recall  of  directors  and  councilmen,  and  open  and  count 
such  ballots  in  the  presence  of  the  auditor  or  deputy  auditor  and  a  censor,  as  provided 
in  this  charter,  and  do  and  perfOTm  such  other  duties  as  the  by-laws  may  prescribe. 

,  Par.  15.  Treasurer. — The  treasurer  shall  be  the  custodian  of  the  society's  securi- 
ties and  funds,  under  such  safeguards  as  the  by-laws  may  prescribe,  hold  one  of  the 
keys  to  the  sectuitiet  vault,  and  perform  such  other  duties  as  the  by-laws  may  pre- 
wibe. 

Par.  16.  Censors. — ^The  censors  shall  have  power  and  authority  to  attend  all 
board  meetings  of  the  directors  and  executive  conunittee,  audit  and  inspect  the  books, 
accounts,  papers,  properties,  and  transactions  of  the  society,  its  branches  and  com- 
munes, become  the  custodian  of  one  of  the  keys  to  the  securities  vault,  approve  the 
Bdiedule  of  compensation  of  the  auditor  and  deputy  auditors,  and  jointly  with  the 
auditor  call  confidence  elections  and  inspect  the  ballots  for  the  election  of  directors 
and  advisory  councilmen,  and  make  annual  reports  to  the  Secretary  of  Agriculture. 

Subparagraph  1.  Qualification  of  censors. — ^The  censors  must  be,  and  for  five 
y«MB  previous  have  been,  certified  public  accountants,  and  they  shall  be  in^igible 
OT  reelection. 
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SuBpAR.  2.  Number  of  censors. — ^There  shall  not  be  less  than  one  nor  more  than 
three  censors,  the  number  to  be  prescribed  by  the  by-laws. 

SuBPAR.  3.  Compensation  of  censors. — ^Each  censor  shall  be  paid  a  salary,  in 
monthl^r  installments,  of  |12,000  per  annum  and  traveling  expenses  incurred  while 
performing  his  duties. 

Par.  17.  Executive  coMMriTEB. — ^The  executive  committee  shall  be  composed  of 
seven  voting  members  of  communes  of  the  first  or  second  class.  They  shall  exerci^ 
such  power  and  authority  as  may  be  delegated  to  them  by  the  board  of  directors,  wfaidi 
shall  not  exceed  their  own  power  and  auth<^ty:  Provided,  That  any  by-law  enacted 
by  such  committee  shall  remain  in  force  only  until  the  day  next  following  the  next 
meeting  of  such  board.  When  the  committee  enacts  a  by-law  its  chairman  3iall  cause 
a  true  copy  thereof  to  be  mailed  to  each  member  of  the  board.  A  majority  of  the 
members  of  the  executive  committee  shall  constitute  a  quorum  for  the  transaction  of 
business. 

Par.  18.  Audftors. — ^The  president  of  the  said  Liberty  Insurance  Lea^e  shall 
annually  appoint  one  auditor  and  such  number  of  deputy  auditors  as  in  his  judgmem 
the  business  of  the  society  requires,  who  shall  serve  one  year  each  and  until  others  are 
so  appointed  in  their  stead.  Such  president  shall  fix  the  compensation  to  be  paid 
such  appointees  by  the  society  and  submit  a  schedule  thereof  to  the  censors,  vhich 
schedule,  when  approved  by  the  censors,  shall  become  a  charge  against  the  society 
and  be  paid  in  monthly  installments. 

Subparagraph  1.  Authority  of  audftor  and  deputy  auditors. — ^The  auditor 
shall  have  power  and  authority  to  audit  the  book-^,  accounts,  and  papers  and  inspect 
the  securities,  properties,  and  transactions  of  the  society,  its  brandies  and  conamune?, 
attend  board  meetings,  become  the  custodian  of  one  of  the  keys  to  the  securities  vault, 
and  jointly  with  the  censors  call  confidence  elections  to  recall  directors  and  advisor}- 
councilmen  and  inspect  all  elections,  and  direct  the  activities  of  the  deputy  auditor? 
and  prescribe  their  duties,  who  may  do  and  perf(»in  any  duty  imposed  on  the  auditor. 

Sec  2.  Branches. — ^There  shall  be  one  branch  in  each  director's  district,  which 
shall  be  under  the  direction  and  management  of  a  manajB[^,  deputy  auditor,  advisory 
council,  and  such  other  force  as  the  by-laws  may  prescnoe. 

Paragraph  1.  Manager. — ^The  manager  shall  be  the  chief  executive  officer  of  the 
branch  of  his  district  and  shall  observe  the  by-laws  enacted  by  the  board  of  directory 
executive  committee,  advisory  council,  and  supervisors  of  the  communes  of  his  district. 

Par.  2.  Deputy  auditor. — Each  deputy  auditor  shall  do  and  perform  such  duties 
as  may  be  assigned  him  by  the  auditor,  which  shall  not  exceed  the  power  and  authority 
conferred  on  tiie  auditor  under  this  diarter. 

Par.  3.  Advisory  couNaL. — Each  branch  shall  have  an  advisory  cotincil  com- 
posed of  five  voting  members  of  communes  of  the  first  or  second  class,  who  shall  be 
citizens  of  the  United  States. 

Subparagraph  1.  AuTHORmr  op  advisory  council. — ^The  advisory  council  shall 
have  power  and  authority  to  enact  by-laws,  ruleSj  and  relations  for  the  branch  and 
conmiunes  of  their  respective  districts  not  inconsistent  with  the  express  t^rms  of  thia 
charter  or  the  b^-laws,  rules,  and  regulations  enacted  by  the  board  of  directors  (S 
executive  committee. 

SuBPAR.  2.  Election  op  advisory  council. — ^The  members  of  the  advisory  coimcil 
shall  be  elected  for  the  same  term,  at  the  same  time,  and  in  ^e  maimer  of  the  election 
of  the  director  of  the  respective  districts,  but  by  the  ballots  of  the  supervisors  of  the 
commimes  of  their  respective  districts,  the  supervisors  voting  as  a  unit  and  casting  as 
many  votes  as  there  are  members  of  their  respective  communes. 

SuBPAR.  3.  Compensation  op  advisory  council. — Each  member  of  the  ad\TSory 
council  shall  receive  as  a  compensation  for  his  services  $5  per  day  and  traveling 
expenses  for  each  day  he  attends  the  meetings  of  such  council;  but  such  compensation 
and  traveling  expenses  shall  not  exceed  $100  during  a  single  year. 

SuBPAR.  4.  Chairman. — Each  advisory  council  shall  annually  elect  one  of  their 
members  as  chairman,  who  shall  call  meetings  of  its  members. 

SuBPAR.  5.  Quorum. — A  majority  of  the  members  of  the  advisory  council  shidl 
constitute  a  quorum  ior  the  transaction  of  business. 

Sec  3.  Officers  of  communes. — ^The  officers  of  the  communes  shall  consist  of  a 
visor,  scribe,  three  or  more  supervisors,  and  such  visiting  and  inspection  committees 
as  the  supervisors  may  prescrioe  by  by-law.  They  shall  be  elected  annually  by  the 
voting  members  of  their  communes  at  such  time  as  the  board  of  directors  may  pre- 
scribe, and  hold  office  for  a  term  of  one  year  each  and  until  others  are  elected  in  their 
stead. 

Paragraph  1.  Visor. — ^The  visor  shall  be  a  voting  member  of  his  commune  and 
chief  executive  officer  thereof,  and  shall  do  and  perform  such  duties  as  the  by-laws 
may  prescribe. 
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transacted  thereby.  For  example,  it  shall  use  the  words  "life  department"  to 
designate  the  department  throiigh  which  it  transacts  the  business  of  selling  indem- 
nity, endowments,  and  annuities  pertaining  to  human  beings;  "live-stock  depart- 
ment" to  designate  the  department  through  which  it  sells  indemnity  against  loss  or 
injury  to  domesticated  animals  and  fowls;  and  "fire  department"  to  designate  the 
department  through  which  it  sells  indemnity  against  loss  or  injury  of  or  to  property 
by  fire,  water,  or  the  elements. 

It  shall  obtain  the  approval  of  the  Secretary  of  Commerce  to  the  word  or  words 
used  to  d^ignate  departments  other  than  the  three  departments  herein  specifically 
mentioned. 

Subparagraph  1.  Funds  op  departments  segregated. — ^The  league  shall  segre- 
gate the  assets,  capital,  surplus  funds,  and  receipts  of  each  department;  and  the  assets, 
capital,  surplus  funds,  and  receipts  of  one  department  shall  not  be  liable  for  the  debts 
obligations,  or  defaults  of  any  other  department:  Provided,  That  the  c^^iaranty  fund 
shall  be  and  become  a  common  fund  for  all  departments,  as  is  expressly  pro\dded  in 
Article  IV  of  this  charter:  Provided  further.  That  25  per  centum  of  the  general  old-age 
pension  fund  of  the  life  department  shall  become  a  common  fund  for  the  protection 
of  the  lea^e  when  the  guaranty  fund  becomes  exhausted,  subject  to  the  provisions 
provided  m  said  Article  ly  and  the  last  paragraph  of  Article  IX. 

Par.  2.  Classification  op  funds. — Each  aepartment  shall  create  and  maintain  a 
separate  sinking  fund  and  a  separate  safety  fund,  and  in  addition  thereto  the  life 
department  shall  create  and  maintain  a  general  old-age  pension  fund,  and  the  league 
shall  create  and  maintain  a  guaranty  fund. 

Article  IV. 

SEcnoN  1.  CAPrrAL.— Each  department  shall  have  a  capital  stock  of  $100,000, 
which  shall  be  fully  paia  in  cash  before  such  department  begins  business.  The  stock 
of  each  department  snail  be  divided  into  one  thousand  diares  of  $100  ea(  h,  and  certifi- 
cates issued  therefor  numbering  from  one  to  one  thousand.  The  stockholders  shall 
be  paid  a  dividend,  if  earned,  of  7  per  centum  per  annum,  which  dividend  shall  be 
cumulative  and  jiaid  semiannually.    The  stock  shall  be  nonassessable. 

Paragraph  1.  Sinking  fund. — The  proceeds  from  the  sale  of  the  capital  stock,  1 
per  centum  of  the  gross  premium  receipts  of  each  department  imtil  its  capital  stock 
la  retired,  and  such  voluntary  donations  as  may  be  made  thereto,  together  with  the 
interest  accruing  thereon,  shall  constitute  the  sinking  fund  of  each  aepartment  ere- 
ftting  and  maintaining  it. 

Subparagraph  1.  Objects  of  sinking  fond. — The  objects  of  the  sinking  fund 
shall  be  to  create  a  fund  for  the  retirement  of  the  capital  stock  of  each  department, 
to  raiae  a  guaranty  fund,  and  to  better  protect  the  interest  of  stock  and  poUcy  holders 
and  cure  any  impairment  in  the  safety  fund  of  each  department. 

SuBPAR.  2.  Retirement  of  stock. — The  stock  of  each  department  must  be  re- 
tired, on  the  basis  voted  by  a  majorit>'  in  value  of  the  stockholaers  at  their  first  meet- 
ing after  the  tenth  anniversary  of  the  issuance  of  the  first  policv  of  the  respective 
department  from  the  sinking  fund  of  such  department:  Provixkd,  That  the  stock  of  no 
department  shall  be  retired  which  would  leave  itA  sinking  fund  widi  less  than 
$1,000,000  of  approved  assets. 

Pab.  2.  Safety  fund.  Each  department  shall  create  and  maintain  a  separate 
Bafety  fund  from  such  portion  of  its  premiums  as  the  by-la^'s  may  prescribe. 

^obparagraph  1.  Object  of  safety  fund. — The  object  of  tfie  safety  fund  shall 
be  to  cure  any  impairment  in  the  reserves  of  the  department  creating  the  same. 

Par.  3.  Guaranty  fund. — The  remainder  of  the  sinking  fund  of  each  department 
not  uaed  in  retiring  its  stock  shall  be  transferred  to  and  become  a  part  of  the  guaranty 
tund,  which  shall  oe  a  common  fund  of  the  league  and  \mder  the  management  of  the 
life  department.     . 

Subparagraph  1.  Objects  of  guaranty  fund. — The  objects  of  the  guaranty 
fund  shall  be  to  better  protect  the  safety  fund  of  each  department,  and  thereby  afford 
^ter  security  to  the  policyholders  and  creditors  of  the  league.  When  the  safety 
fund  of  any  department  becomes  exhausted,  then  resort  shall  be  had  to  the  guaranty 
fund  for  the  payment  of  the  claims  and  creditors  of  such  department:  Providedj  That 
when  such  resort  is  had  such  department  shall  not  declare  or  pay  a  dividend  to  its 
poUcyholders  until  the  principal  sum  so  received  is  repaid,  with  interest  at  the  rate 
of  5  per  centum  per  annum. 

Article  V 

Section  1. 'Duration  of  league. — ^The  duration  of  the  league  shall  be  fifty  years, 
hut  Congreas  hereby  retains  the  power  of  amending  this  charter  decennially  after 
the  twentieth  year. 
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Article  VI. 

Section  1.  Preliminary  control.— TTie  preliminary  corporate  powers  oC  the 
league  shall  be  exercised  by  tbe  commissioners  named  in  section  3  oftlie  act  creat- 
ing this  charter,  two  of  whom  shall  constitute  a  quorum  for  the  performance  of  the 
duties  imposed  on  them  under  this  charter  and  the  act  creating  tnis  charter  and  the 
charter  of  the  Rural  Credit  Society. 

Paragraph  1.  Powers  of  commissioners. — ^The  commissioners  shall  have  power 
and  authority  to  negotiate  with  some  solvent  and  well-established  life  insurance 
company  having  at  least  1400,000,000  assets,  and  which  is  incorporated  under  the 
laws  of  some  one  of  the  several  States,  for  the  purpose  of  inducing  such  a  company  to 
surrender  its  State  charter  and  agree  to  accept  and  operate  under  this  charter;  to 
choose  three  temporary  censors  and  ten  temporary  censor  electors,  as  T>ro\aded  in 
Article  VII  of  this  charter;  to  establish  the  temporary  executive  office  of  tlie  league: 
to  issue  and  sell  the  stock  of  the  life  department  for  cash  at  not  less  than  par  and  de- 
posit the  proceeds  of  such  sale  in  some  banks  selected  by  them  for  the  use  and  bene- 
fit of  the  life  department,  subject  to  the  league's  check  when  the  Secretary  of  Com- 
merce issues  a  statement  authorizing  it  to  do  business,  and  to  arrange  with  the  life 
department  after  it  ia  organized  to  issue  and  purchase  or  act  as  the  agent  for  the  issu- 
ance and  sale  of  the  stock  of  the  other  departments  at  not  less  than  par,  and  to  be 
paid  for  in  cash  as  each  department  i?  organized;  to  designate  the  number  of  direct/)i? 
of  the  league  during  its  temporary  control  and  incorporate  such  number  in  the  ar- 
ticles of  agreement  referred  to  in  the  paragraph  next  following;  to  do  and  perform 
such  duties  as  are  imposed  on  them  in  the  charter  of  the  Rural  Credit  Society  ak< 
created  by  this  act;  and  to  employ  such  assistants,  clerks,  and  agents  as  they  deem 
neceasar>'  to  aid  them  in  performing  the  duties  imposed  on  them  under  this  charter 
and  the  charter  creating  the  Rural  Credit  Society  and  this  act. 

Par.  2.  Effect  of  commissioners*  acts. — ^The  procuring  of  the  signatures  of 
the  chief  executive  officer  and  a  naajority  of  the  directors  or  trustees  of  sudi  an  insur- 
ance company  as  is  referred  to  in  the  paragraph  immediately  preceding  to  written 
articles  of  agreement  to  accept  and  operate  under  this  charter  shall  have  the  force 
and  effect  of  transferring  all  the  assets,  properties,  contracts,  and  resources  owned 
and  possessed  by  such  company  and  to  whicn  it  is  entitled  to  the  league,  and  bind- 
ing me  lea^e  to  assume  all  the  debts  and  obligations  of  such  company  at  the  time 
of  the  signing  of  such  articles  of  agreement,  any  law  or  statute  to  the  contrary  not- 
withstanding. Such  articles  of  agreement  shall  be  signed  by  the  commissioner  or  s 
majority  of  them  and  delivered  to  the  Secretary  of  Commerce;  and  if  he  aj^rove? 
the  same,  he  shall  issue  a  written  statement  authorizing  the  life  department  of  the 
league  to  begin  business. 

Par.  3.  Commissioners  to  acquire  no  interest  in  league. — ^Hie  commiasioners 
shall  acquire  no  interest  in  the  stock  of  the  league  nor  accept  anytlring  of  value  or  the 
promise  of  any  office  or  other  reward  from  the  officers,  directors,  or  trustees  of  the 
company  with  which  they  conduct  such  negotiations.  The  commissioneiiB  shall 
receive  as  a  compensation  for  their  services  the  sum  of  $2,500  each  and  traveling  ex- 
penses incurred  by  them  in  performing  the  duties  imposed  on  them  under  the  two 
charters  created  by  this  act,  wnich  shall  be  paid  them  out  of  the  $40,000  appropriation 
made  immediately  available  by  the  act  creating  this  charter;  but  such  compensatioo 
and  expenses,  together  with  the  compensation  and  expenses  of  the  aseostants,  clerks, 
and  agents  appointed  by  them,  shall  not  exceed  the  last-named  sum. 

Article  VII. 

Section  1.  Temporary  control. — Prom  the  date  of  the  execution  of  the  articles 
of  agreement  referred  to  in  paragraph  2  of  section  1  of  Article  VI  of  this  charter  and 
until  the  league's  mutualization  ten  years  thereafter,  as  provided  in  section  5  of 
Article  VIII,  the  corporate  powers  of  the  league  shall  be  exerdeed  by  a  board  of  direct- 
ors and  such  officers  and  agents  as  such  board  may  elect,  except  such  powers  as  are  by 
this  charter  vested  in  the  censors  and  censors'  electors,  temporary  and  permanent 

Sec.  2.  Number  of  directors. — ^The  said  articles  of  agreement  shall  pro\ide  the 
number  of  directors,  which  shall  not  be  less  than  nine  nor  more  than  twenty-five. 

Sec  3.  Electiov  of  directors. — ^The  first  board  of  directors  shall  be  chosen  bvthe 
commissioners  and  named  in  said  articles  of  i^reement,  who  shall  serve  until  the 
second  Tuesday  in  April  next  following,  and  their  successors  shall  be  elected  annually 
thereafter  by  the  stockholders  of  the  life  department,  each  share  of  such  stock  being 
entitled  to  cast  as  many  votes  as  there  are  directors  to  be  elected:  Provided,  That  no 
director  shall  hold  such  office  after  the  l^gue's  mutualization,  but  nothing  herein  is 
intended  to  prevent  a  director  from  holding  the  office  of  trustee  when  the  league  b^ 
comee  mutualized,  if  he  be  eligible. 
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Sec.  4.  Election  op  officers. — During  the  temporary  control  the  officers  shall  be 
elected  annually  by  the  board  of  directors. 

Sec.  5.  Quorum. — A  niajority  of  the  board  of  directors  shall  constitute  a  quorum 
for  the  transaction  of  business. 

Sec  6.  Temporary  censors. — There  shall  be  three  temporary  censors  who,  at  the 
time  their  terms  of  office  begin,  must  be,  and  for  five  years  next  preceding  have  been, 
public  certified  accountants  and  citizens  of  the  United  States. 

Sec  7.  Selection  of  temporary  censors. — ^The  commissioners  shall  choose  the 
first  board  of  temporary  censors,  who  shall  serve  for  terms  of  eight,  twelve,  and  sixteen 
months,  respectively,  and  their  successors  shall  be  elected  annually  thereafter  for  a 
term  of  one  year  each  by  the  temporary  censors'  electors  until  the  permanent  censors' 
electors  have  qualified;  and  the  temporary  censors  shall  be  inducted  into  office  four 
mon^  apart  after  the  expiration  of  the  terms  of  the  first  board. 

Paragraph  1.  Temporary  censors'  electors. — ^There  shall  be  ten  temporary 
censors'  electors,  each  of  whom  must  be  a  citizen  of  the  United  States  who  has  carried 
on  his  own  life,  for  a  period  of  not  less  than  ten  years  and  in  an  amount  for  not  less  than 
$10,000,  a  policy  of  insurance  with  the  company  agreeing  to  accept  and  operate  under 
this  charter,  but  who  holds  no  office  or  other  position  with  such  company  and  who, 
while  serving  as  such,  shall  hold  no  office  or  other  position  with  the  league.  No  two  of 
Uiem  shall  be  residents  of  the  same  State.  The  commissioners  shall  choose  the  first 
board  of  temporary  censors'  electors,  and  any  vacancy  occurring  in  such  board  shall  be 
filled  by  those  remaining. 

Par.  2.  Duties  of  temporary  censors'  electors. — Each  temporary  censors* 
elector  shall  possess  the  privilege  of  nominating  one  eligible  candidate  for  temporary 
cenaor  at  eacn  temi>orary  censors'  election  and!  to  cast  one  vote  for  three  candidates 
thereat,  and  to  nominate  one  eligible  candidate  to  fill  any  vacancy  which  may  occur 
in  the  board  of  temporary  censors'  electors  and  to  cast  one  vote  at  such  election.  All 
such  elections  shall  oe  by  ballot  and  all  ballots  must  be  mailed  to  the  secretary  at  the 
league's  executive  office  by  United  States  post  in  envelopes  with  the  words  "Tem- 
porary censors'  ballot"  or  "Temporary  censors'  elector  ballot,"  as  the  case  may  be, 
written  or  printed  in  red  ink  on  tne  address  side  thereof.  Such  ballots  shall  be  Kifely 
preserved  by  the  secretary  and  opened  and  counted  in  the  presence  of  the  temporary 
censoTB  ten  days  after  each  such  election.  The  temporary  censors'  electors  shall  ^x 
the  time  of  such  election  to  suit  their  convenience,  and  the  time  so  fixed  by  them  shall 
be  reduced  to  writing,  signed  by  a  majority  of  them,  and  mailed  to  the  secretary  to  be 
preserved  as  a  permanent  record  of  the  league. 

Par.  3.  Compensation  op  temporary  censors'  electors. — On  the  31st  day  of 
December  in  each  year  the  league's  treasurer  shall  pay  $1,000  to  each  temporary 
censors'  elector  who  shall  have  voted  that  year  at  each  election  referred  to  m  the 
paragraph  immediately  preceding. 

Sec.  8.  Powers  op  temporary  censors. — The  temporary  censors  shall  have 
power  and  authority  to  supervise  all  elections,  verify  the  statements,  audit  the 
accounts,  and  inspect  the  books,  papers,  transactions,  and  properties  of  the  league, 
attend  board  and  committee  meetings,  become  the  custodian  of  one  of  the  keys  to  the 
securities  vault,  and  approve  each  by-law,  contract,  and  agreement  of  the  league  in 
which  a  director,  trustee,  or  officer  is  to  acquire  a  direct  personal  interest. 

Paragraph  1.  Compensation  op  temporary  censor. — ^Each  temporary  censor 
shall  be  paid  a  salary  of  $12,000  annually^  in  equal  monthly  installments,  and  travel- 
ing expenses  incurred  by  him  in  performing  his  duties. 

rAR.  2.  Ineligible  for  reelection. — ^A  temporary  censor  shall  be  ineligible  for 
reelection. 

Article  Vra. 

Section  1.  Permanent  control. — When  the  league  becomes  mutualized,  as  pro- 
vided in  section  5  of  this  artici/e,  its  corporate  powers  shall  be  exerdsed  by  a  board 
of  trustees  and  sudi  officers  and  agents  as  such  board  may  elect,  except  as  otherwise 
expreaely  provided  in  this  charter. 

Sec.  2.  Number  op  trustees. — ^The  board  of  trustees  shall  consist  of  as  many 
persons  as  there  are  trustee  districts,  if  an  eligible  person  therein  be  duly  elected 
therefrom. 

Sec.  3.  Trustee  districts. — ^The  number  and  classification  of  trustee  districts 
and  the  territory  comprising  each  shall  be- as  follows: 

First  class:  First,  Alabama;  second,  Arizona;  third,  Arkansas;  fourth,  California; 
fifth.  Colorado;  sixlii,  Connecticut;  seventh,  Delaware;  eighth.  District  of  Columbia; 
ninth,  Florida;  tenth,  Geoisia. 

Second  class:  Eleventh,  Idaho;  twelfth,  Illinois;  thirteenth,  Indiana;  fourteenth, 
jywa;  fifteenth,  Kansas;  sixteenth,  Kentucky;  seventeenth,  Louisiana;  eighteenth, 
Elaine;  nineteenth^  Maryland;  twentieth,  Massachusetts. 
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Third  class:  Twenty-first,  Michigan;  twentv-second,  Minnesota;  twenty-third, 
3lissis8ippi;  twenty-fourth,  Missouri;  twenty-fifth,  Montana;  twenty-sixth,  Nehraaka; 
twenty-seventh,  Nevada;  twenty-eighth,  New  Hampshire;  twenty-ninth,  New 
Jersey;  thirtieth,  New  Mexico. 

Fourth  class:  Thirty-first,  New  York;  thirty-second.  North  Carolina;  thirty-third, 
North  Dakota;  thirty-fourth,  Ohio;  thirty-fifth,  Oklahoma;  thirty-sixth,  Oregon; 
thirty -seventh,  Pennsylvania;  thirty-eighth,  Rhode  Island;  thirty-nintii,  South 
Carolina;  fortieth,  South  Dakota. 

Fifth  class:  Forty-first,  Tennessee;  forty-second,  Texas;  forty-third,  Utah;  forty- 
fourth,  Vermont;  forty-fifth,  Virginia;  forty-sixth,  Washington;  forty-seventh,  West 
Virginia;  forty-eighth,  Wisconsin;  forty-ninth,  Wyoming. 

Sec  4.  Quorum. — E^ach  member  of  the  board  of  trustees  shall  have  one  vote  on  the 
board,  and  a  majority  shall  constitute  a  ouorum. 

Sec  5.  Mutuauzation  of  league. — Ten  years  from  the  execution  of  the  artides 
of  agreement  referred  to  in  paragraph  2  of  section  1  of  Article  VI  of  this  charter,  the 
board  of  directors  must  meet  for  the  purpose  of  mutualizaing  the  league  by  electbg 
one  eligible  person  from  each  trustee  district,  and  the  persons  so  elected  shall  constitute 
the  league's  first  board  of  trustees.  Such  trustees  shall  be  divided  into  five  classes, 
in  the  order  provided  in  section  3  of  this  article.  The  term  of  the  first  class  ^all 
expire  on  the  second  Tuesday  ifi  April  next  following;  that  of  the  second  claas  one 
year  from  that  time;  that  of  the  third  class  two  years  from  that  time;  that  of  the  fourth 
class  three  years  from  that  time;  and  that  of  the  fifth  class  four  years  from  that  time; 
and  so  on,  consecutivelv,  in  each  and  every  year  thereafter,  so  that  all  of  one  class 
shall  be  elected  annuallv  for  a  term  of  five  years.  All  vacancies  occurring  on  the 
board  of  trustees  by  death,  resignation,  or  otherwise  shall  be  filled  by  the  members  of 
the  board  remaining  until  the  next  general  election:  Provided,  That  when  a  vacancy 
occurs  bv  reason  of  the  recall  of  a  trustee  at  a  confidence  election,  as  provided  in 
paragraph  2  of  section  10  of  this  article,  a  special  election  must  be  called  by  the  presi- 
dent within  six,  and  not  sooner  than  four,  months  after  such  vacancy  occurs  to  fill 
such  unexpired  term. 

Sec.  6.  Qualification  op  trustees. — Each  trustee  shall  be  a  citizen  of  the  United 
States,  bona  fide  resident  of  his  district,  and  qualified  positive  elector  of  t^e  league, 
and  remain  such  during  his  term  of  office. 

Sec  7.  Annual  election  of  trustees. — ^The  annual  election  of  tnistees  to  fill  Uie 
places  of  the  outgoing  class  shall  be  on  the  second  Tueeday  in  March  of  each  year, 
and  the  newly  elected  member  shall  take  charge  of  their  office  on  the  second  Tuesday 
next  following. 

Sec  8.  Manner  of  electing  trustees.— The  trustees  shall  be  elected  by  the 
ballots  of  the  qualified  positive  electors  residincr  in  their  respective  trustee  distaictB. 
8uch  ballots  shall  be  mailed  to  the  secretary  at  the  league's  executive  office  by  United 
States  post  in  official  envelopes,  with  the  words  ''Official  trustee  ballot"  written  or 
printecl  in  red  ink  on  the  address  side  thereof. 

Paragraph  1.  Ballots  and  envelopes;  how  furnished. — It  shall  be  the  duty 
of  the  secretary  thirtv  days  before  an  election  of  trustee  to  mail  one  official  ballot 
and  envelope  to  eact  qualified  positive  elector  residing  in  the  trustee  district  in 
which  such  election  is  to  be  held. 

Par.  2.  Opening,  counting,  and  inspecting  ballots. — ^The  secretary  shall,  on 
the  fourth  Tuesday  in  March  of  each  year,  open  and  count  the  ballots  cast  for  trustees 
at  the  election  held  two  weeks  before  in  the  presence  of  the  censors,  who  shall  inspect 
and  count  the  same.  Any  candidate  at  such  election  may,  at  his  own  expense, 
appear  at  such  opening  and  counting,  either  in  person  or  by  one  representative 
appointed  by  him  in  writing,  who  may  also  inspect  the  same. 

Par.  3.  Candidates  for  trustee. — Each  eligible  person  who  desires  to  become  a 
candidate  for  trustee  of  his  district  must  notify  the  secretary  of  such  desire  three 
mouths  before  an  election,  and  the  secretary  shall  inform  such  person  of  the  approximate 
expense  of  postage  and  printing  necessary  to  place  his  name  before  the  qualified 
positive  electors  of  his  district.  If  such  person,  within  twenty  days  after  mailing 
such  information,  make  remittance  to  cover  such  approximate  expense,  it  shall  be 
the  fiurther  duty  of  the  secretary  to  cause  the  name,  address,  occupation,  and  business 
or  professional  connections  of  each  such  candidate  to  be  printed  on  each  ballot  sent 
out  by  him,  and  mail  one  of  such  ballots  to  each  qualified  positive  elector  who  has 
resided  in  such  district  one  or  more  years.  The  candidate  receiving  a  plurality  d 
the  votes  cast  at  such  election  shall  be  declared  elected.  If  candidates  tie  at  an 
election,  a  special  election  shall  be  held  one  month  after  the  opening  and  counting 
of  such  ballots  to  decide  the  issue  between  them: 

Sec  9.  Positive  elector  dei-inbd. — Each  citizen  of  the  United  States  who  has 
been  a  bona  fide  resident  of  a  trustee  district  for  at  least  one  year  and  who  carrifs 
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and  has  carried  for  a  period  of  at  least  ten  years  a  policy  or  policies  of  insurance  on 
liis  own  life  with  the  league  or  company  reinsured  by  it,  which  policy  or  policies  have 
imenciunbered  reserve  values  ag^egating  not  lees  than  $5,000  (such  reserves  to  be 
calculated  on  the  American  experience  table  of  mortality  with  interest  at  3  per  centum 
per  annum  on  the  net  premium  basis),  is  defined  to  be  a  positive  elector,  and  shall 
fee  entitled  to  hold  the  office  of  trustee  and  to  cast  one  ballot  for  a  candidate  for  trustee 
<rf  a  district  in  which  at  least  twenty  qualified  positive  electors  reside  and  have 
resided  at  least  one  year,  unless  he  shall  have  been  disqualified,  as  provided  in  para- 
graph 1  of  this  section. 

Paragraph  1.  Disqualification  op  positive  electors. — Any  positive  elector  may 
be  disqualified  as  follows:  First,  by  himself,  either  by  making  a  written  request  of 
the  league  for  that  express  purpose  or  by  faihu^e  or  refusal  to  exercise  his  privilege 
to  vote  at  a  trustee  election  when  entitled  to  do  so;  second,  or  by  the  ne^tive  electors 
at  a  confidence  election,  as  provided  in  paragraph  2  of  section  10  of  this  article.  No 
disqualified  positive  elector  shall  vote  for  trustee  or  hold  s^ich  office. 

Sec  10.  Negative  elector  defined.— Each  citizen  of  the  United  States  who 
has  been  a  bona  fide  resident  of  a  trustee  district  for  at  least  one  year  and  who  carries 
and  has  carried  for  a  period  of  at  least  ten  years  a  policy  or  policies  of  insurance  on 
his  own  life  with  the  league  or  company  reinsurea  by  it,  which  policies  have  un- 
encumbered reserve  values  aggregating  not  less  than  $500  nor  more  than  $5,000  (such 
reserves  to  be  calculated  on  iSe  same  basis  as  provided  in  section  9  of  tliis  article), 
is  defined  to  be  a  n^ative  collector  and  shall  be  entitled  to  cast  one  vote  by  official 
ballot  at  eadi  confidence  election  held  in  his  confidence  election  district  to  disqualify 
a  qualified  positive  elector  or  electors  residing  in  the  same  district. 

Paragraph  1.  Confidence  election  districts. — ^The  District  of  Columbia,  each 
county,  eadi  pariah  in  a  State  having  no  county  government,  and  each  city  not 
embraced  in  a  county  or  parish  but  situated  in  a  trustee  district,  shall  constitute  a 
8emu:ate  confidence  election  district. 

Par.  2.  Manner  of  calling  confidence  elections.— When  25  per  centuin  of  the 
negative  electors  of  a  confidence  election  district  petition  the  league  in  writing  to 
cast  a  vote  of  confidence  on  one  or  any  number  of  qualified  positive  electors  residing 
therein,  it  shall  be  the  duty  of  the  secretary  to  prepare  ballots  containing  the  names  of 
the  qualified  positive  electors  to  be  voted  on  and  mail  one  to  each  negative  elector 
thereof,  tc^ther  with  an  official  envelope.  If  a  majority  of  the  negative  electors  of 
such  diJstiict  vote  a  lack  of  confidence  in  any  qualified  positive  elector,  it  shall  have 
the  effect  of  disqualifying  him  from  thereafter  voting  for  trustee  or  holding  such  office. 
The  president,  a  majority  of  the  censors  or  temporary  censors,  as  the  case  may  be,  or 
20  per  centum  of  the  trustees  may  call  confidence  elections  at  will:  Provided,  Tliat  not 
more  than  one  confidence  election  shall  be  held  during  a  period  of  five  years  to  dis- 
qualify the  same  qualified  positive  elector. 

Sec.  11.  Annual  election  op  officers. — ^The  board  of  trustees  shall,  on  Wednesday 
next  Rowing  the  second  Tuesday  in  April  of  each  year,  elect  a  president,  secretary, 
seven  memb^  of  the  advisory  council,  and  such  other  officers  as  the  by-laws  mav 
prescribe. 

Paragraph  1.  Terms  of  office  of  officers. — ^The  officers  shall  be  elected  for  a 
term  of  one  year  each  and  until  others  are  elected  in  their  stead. 

Sec.  12.  Advisory  council. — ^The  advisory  council  shall  consist  of  not  less  than 
seven  nor  more  than  fifteen  persons,  who  shall  be  qualified  positive  electors. 

Paragraph  1 .  Power  op  advisory  council. — ^The  advisory  council  may  exercise 
such  power  and  authority  as  shall  be  delegated  to  them  by  the  board  of  trustees, 
whidi  shall  not  exceed  the  power  and  authority  such  board  may  exercise  under  this 
charter:  Provided,  That  any  by-law  enacted  by  the  advisory  council  shall  remain 
in  force  and  effect  only  until  me  day  following  the  next  meeting  of  the  board,  and 
the  chairman  of  such  council  shall  immediatdy  upon  the  enactment  of  a  by-law 
notify  each  member  of  the  board  of  the  same  and  furnish  each  with  a  true  copy  thereof. 

Sec.  13.  CBNsoRS.^Phe  directors  and  trustees  are  authorized  to  negotiate  with 
the  United  Commercial  Travelers  of  America,  a  fraternal  association  with  its  supreme 
council  in  Columbus,  Ohio^  or  the  Travelers'  Protective  Association  with  its  supreme 
council  in  Saint  Louis,  Missouri,  for  the  piu^ose  of  inducing  one  of  them  to  make 
the  life  department  of  the  lea^e  the  official  life  insurance  company  for  its  members, 
under  such  terms  and  conditions  as  may  be  mutually  i^eed  upon  by  the  board  of 
directtvs  or  trustees  of  the  league  and  duly  authorized  officials  of  such  fraternal  asso- 
ciation and  approved  by  the  Secretary  of  Commerce.  When  such  agreement  is  duly 
and  properly  executed,  then  each  member  of  such  fraternal  association  residing  in 
a  cenaor  8  district  and  carrying  on  his  own  life,  with  the  league  or  company  reinsured 
by  it,  a  poUcy  of  insurance  for  not  lees  than  $1,000,  is  defined  to  be  a  censor's  elector 
and  duJi  be  entitled  to  nominate  one  candidate  for  censor  at  each  censor's  election 
held  therein  and  cast  one  vote  at  such  election. 
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Paragraph  1.  Desionation  of  districts  to  hold  censors'  elections.— At  etcn 
annual  election  of  officers  the  board  of  trustees  shall  designate  three  districts  in  whicli 
censors'  elections  shall  be  held  the  following  year.  If  the  board  fails  or  refuses  to 
designate  such  districts,  the  censors  in  office  shall  perform  such  duty. 

Par.  2.  Number  and  qualification  of  censors. — ^There  shall  be  three  censore^ 
elected  annually  for  a  term  of  one  year  each,  who  shall  take  charge  of  their  office  four 
months  apart  and  be  ineligible  for  reelection.  A  censor  must  be,  and  for  five  years 
next  preceding  his  election  have  been,  a  public  certified  accountant,  and  a  resident 
of  or  maintain  a  business  office  in  the  censor's  district  from  which  he  is  elected. 

Par.  3.  Censor's  district. — A  censor's  district  shall  comprise  a  citv  in  the  United 
Stat^  with  a  population  of  not  less  than  one  hundred  thousand  in  which  such  fraternal 
association  has  a  local  council  with  at  least  ten  qualified  censors'  electors. 

Par.  4.  (3ensors  from  separ.vte  States. — No  two  censors  serving  at  one  time  shalll 
be  residents  of  the  same  trustee  district.  ' 

Par.  5.  Method  of  electing  censors. — The  agreement  between  the  leacue  andi 
such  fraternal  association  shall  prescribe  the  memod  of  holding  censors'  elections, 
which  shall  have  the  force  and  effect  of  a  by-law  and  not  subject  to  amendment  or 
repeal  except  by  the  mutual  consent  of  the  board  of  trustees  and  the  supreine  council 
of  such  fraternal  association:  Prm^ided^  That  until  censor's  electors  have  qualified  in  at 
least  ten  censors'  districts  the  temporary  censors'  electors  shall  continue  to  elect 
temporary  censors. 

Subparagraph  1.  Prohibition  against  censors'  electors. — No  censor's  elector 
shall  hold  any  office  or  other  position  with  the  league  nor  recommend  any  person  for 
an  office  or  other  position  with  it,  and  any  censor's  elector  ^^olating  the  provisions  of 
this  subparagraph  shall  be  rendered  ineligible  to  vote  at  a  censor's  election. 

Par.  6.  Oompens.vtion  of  censors. — ^Each  censor  shall  be  paid  an  annual  salan*  of 
$12,000,  in  equal  monthly  installments,  and  traveling  expenses  incurred  by  him  while 
performing  his  duties. 

Par.  7.  Authority  of  censors. — ^The  censors  shall  have  power  and  authority  to 
supervise  all  elections,  call  confidence  elections,  audit  ttie  accounts,  verify  the  state 
ments,  and  inspect  the  books,  papers,  transactions,  and  properties  of  the  league,  be- 
come the  custodians  of  one  of  tne  keys  to  the  securities  vault,  and  approve  each  bv- 
law,  contract,  and  agreement  in  whict  a  director,  trustee,  or  officer  making  the  same  w 
to  acquire  a  direct  personal  interest. 

Par.  8.  Special  old-age  pension  fund.— In  consideration  of  the  service  surh 
fraternal  association  would  render  the  league  in  keeping  it  properly  inspected,  the 
board  of  directors  and  trustees  are  authorized  to  raiee  a  si)ecial  old-age  pension  fund 
for  the  sole  uee  and  benefit  of  the  members  of  such  fraternal  association  as  may  be 
mutually  agreed  upon  by  the  board  of  directors  or  trustees  of  the  league  and  the  su- 
preme council  of  such  fraternal  association:  Provided^  That  no  person  holding  an  office 
or  other  position  with  the  league  shall  become  a  beneficiary  of  such  fund. 

Sec.  14.  Poutical  control  prohibited. — No  member  of  the  board  of  trustee?  <ff 
advisory  council  shall  become  a  candidate  for  or  hold  any  elective  office  under  any 
Government  or  with  any  political  party  while  holding  either  of  such  places  of  trust 
with  the  league. 

Article  IX. 

Section  1.  General  old-age  pension  fund. — When  the  stock  of  the  life  depart- 
ment is  retired,  such  department  shall  begin  the  accumulation  of  a  general  ola-age 
pension  fund  by  placing  therein  such  portion  of  its  premium  income  as  the  by-laws 
may  prescribe j  not  to  exceed  one-tenth  of  1  per  centum,  the  interest  and  other  in- 
come from  which  shall  become  available  at  such  time  as  the  board  of  trustees  may 
decide,  and  paid  annually  thereafter  in  the  manner  and  to  the  persons  complying 
with  one  of  tne  requirements  imposed  in  paragraph  1  of  this  section. 

Paragraph  1.  Beneficiaries  of  general  old-age  pension  fund. — Each  per- 
son who  has  in  full  force  and  effect  an  unencumbered  insurance  or  deferred  forfeitable 
annuity  contract  which  he  has  carried  on  his  own  life  with  the  league  or  comwunr 
reinsured  by  it,  for  the  amount  and  time,  and  who  has  attained  the  age  presaibea, 
respectively,  in  one  of  the  following  four  subdivisions  of  this  paragraph,  shall  be 
entitled  per  capita  to  an  equal  portion  of  the  yearly  available  income  of  the  general 
old-age  pension  fund: 

First.  Those  who  for  forty  years  have  carried  such  insurance  for  not  less  than  |1,000, 
or  such  annuity  on  which  the  premiums  aggregate  $100,  and  have  attained  the  age  of 
sixty-five  years. 

Second.  Or  those  who  for  thirty  years  have  carried  such  insurance  for  not  less  than 
$2,000,  or  such  annuity  on  which  the  premiums  aggregate  $200,  and  have  attained 
the  age  of  sixty-seven  years. 
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Third.  Or  those  who  for  twenty  years  have  carried  such  insiirance  for  not  less  than 
13,000,  or  such  annuity  on  which  the  premiums  aggregate  $300,  and  have  attained 
the  age  of  sixty-eight  years. 

Fourth.  Or  those  wno  for  ten  years  have  carried  such  insurance  for  not  less  than 
$4,000,  or  such  annuity  on  which  the  premiums  aggregate  1400,  and  have  attained 
the  age  of  seventy  years. 

Par.  2.  Endowment  op  general  old-age  pension  pund. — Any  person  may 
voluntarily  endow  the  general  old-age  pension  fund,  the  income  from  which  to  be- 
come available  and  payable  to  beneficiaries  at  such  time  or  the  happening  of  such 
event  and  under  such  terms  as  may  be  mutually  agreed  upon  in  writing  by  and  between 
the  endower  and  the  board  of  directors  or  trustees;  but  the  available  income  from 
every  such  endowment  must  be  general  and  apply  and  be  paid,  without  exception, 
as  is  expressly  provided  in  paragraph  1  of  this  section. 

Par.  3.  Benepactors'  names  to  appear. — Each  person  endiwing  the  Reneral  old- 
age  pension  fund  in  a  sum  for  not  less  than  $1,000,000  shall  have  tne  right  to  deeig- 
sate  the  name  of  one  benefator,  which  name  shall  be  printed  on  each  check  remitting 
the  available  portion  of  such  fund  to  the  beneficiaries  thereof,  such  names  to  appear 
in  the  order  in  which  the  endowments  are  made,  beginning  with  the  first. 

Pah.  4.  Objects  op  general  old-age  pension  pund. — The  objects  of  the  funeral 
old-age  pension  fund  are  to  encourage  our  youth  to  capitalize  their  future  income 
and  nrotect  themselves  against  want  in  old  age  and  to  better  protect  the  interests 
of  pcuicyholders  of  all  departments.  To  meet  the  last-stated  object  it  is  provided 
that  in  the  event  the  guaranty  fund  becomes  exhausted  from  any  cause,  then,  and 
in  such  event  only,  shall  the  general  old-age  pension  fund  be  liable  to  the  extent  of 
25  per  centum;  but  the  department  causing  such  exhaustion  shall  not  declare  or  pay 
a  dividend  to  its  stock  or  policy  holders  until  the  general  old-age  pension  fund  is  fuUy 
reimbursed,  both  in  principal  and  interest,  at  the  rate  of  5  per  centum  per  annum 
kff  the  sum  so  used. 

Article  X. 

Section  1.  Obligation  to  Rural  Credit  Society. — ^The  life  department  of  the 
league  hereby  becomes  obligated  to  the  Rural  Credit  Society  as  follows: 

rust.  To  invest  $50,000  m  the  capital  stock  of  each  of  the  forty-eight  branches 
of  said  society,  each  of  such  investments  to  be  made  within  thirty  days  after  the 
Secretary  of  Agriculture  notifies  the  league  of  the  organization  of  the  respective 
branch. 

Second.  To  purchase  at  the  market  price  and  at  all  times  carry  $100,000  of  the 
credit  paper  of  each  branch  of  said  society,  provided  such  society  hai  such  an  amount 
it  is  willing  to  sell  to  the  league. 

Third.  To  select  annually  one  auditor  and  such  number  of  deputy  auditors  for 
said  society  as  the  president  of  the  league  deems  necessary  for  the  business  require- 
ments of  said  society,  and  prepare  a  scnedule  of  compensation  for  them  and  submit 
the  same  to  the  censors  of  said  society  for  approval. 

Fourth.  And  to  act  as  trustee  for  the  acceptance  from  the  Government  of  the  United 
States  of  the  g^utranty  fund  of  said  society,  invest  the  same,  and  pay  into  the  society's 
treasury  the  principal  and  accrued  interest  of  said  fund,  less  one-half  of  1  per  centum 
per  annum  as  the  league's  compensation  for  the  risk  and  expense  of  such  trust,  at  such 
time  or  times  and  in  such  amounts  as  the  Secretary  of  Agnculture  may  reauire. 

Paragraph  1.  Obligations  enforced  in  the  courts. — The  Rural  Creait  Society 
may  enforce  the  obligations  imposed  on  the  league  in  this  article  by  resort  to  any 
court  of  law  or  equity  in  the  United  States  having  jurisdiction  of  the  matter. 

Article  XI. 

Section  1.  Taxes. — The  league  shall  pay  into  the  Treasury  of  the  United  States 
2  per  centum  per  annum  on  its  paid-up  capital  stock  of  each  department  and  such 
rates  on  its  real  estate  owned  by  it  to  tne  States  where  situated  as  may  be  provided 
by  the  laws  of  such  States. 

Paragraph  1.  Second-class  mail  privilege. — The  league's  premium  and  policy- 
holders' dividend  notices  and  receipts  and  periodical  biiTletine  to  its  policyholders 
shall  be  rated  as  second-class  matter  and  sent  through  the  mails  of  the  Uniteii  States 
*8such,  under  such  rules  and  regulations  as  the  Postmaster  General  may  pi  escribe. 
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Articlb  XII. 

Section  1.  Statements. — ^The  league  shall  render  such  statements  to  the  Deprtr 
ment  of  Commerce  as  the  Secretary  of  Commerce  may  require. 
Paragraph   1.  Quinquennial  statements. — The  league  shall  quinquennially 

Sublish  a  full  itemized  statement,  including  all  by-laws,  and  send  to  any  pablic   . 
brary  in  the  United  States  a  copy  thereof  which  makes  written  request  tnerekv 
three  months  before  such  publication  and  remits  to  cover  the  expense  in  sliding  out 
the  same. 

Article  XIII. 

Section  1.  Legal  process  agent. — The  leigue  shall  at  all  times  have  an  agent  in 
the  District  of  Columbia  and  each  of  the  several  States  on  whom  l^al  process  may  be 
served  and  furnish  the  Secretary  of  Commerce  with  a  list  of  the  same. 

Article  XIV. 

Section  1.  Congress  to  prescribe  penalties. — ^The  Congress  shall  enact  appro- 
priate l^slation  imposing  penalties  for  the  violation  of  the  terms  of  this  charta-  and 
the  le^ue*8  by-laws  and  lor  crimes  and  misdemeanors  against  the  corporation. 

Sec  7.  That  any  president,  vice  president,  director,  trustee,  member  of  the  ad^w3 
council,  censor,  temporary  censor,  inspector,  medical  examiner,  secretary,  officer, 
manager,  agent,  or  other  representative  of  the  league,  who  embezzles,  abstracts,  or 
willfully  misappropriates  any  of  the  monevs,  funds,  or  credits  of  the  league;  or  wbo 
knowingly,  without  first  obtaining  the  written  approval  of  the  censors  or  tempcav}" 
censors,  makes  a  contract  or  enacts  a  by-law  for  the  league  through  which  he  is  to 
acquire  a  direct  personal  pecuniary  interest;  or  who  makes  any  false  entry  in  any  beck, 
report,  or  statement  of  tlie  league,  with  intent,  in  either  case,  to  injure  or  defraid 
the  league  or  any  company,  body  politic  or  corporate,  or  any  firm  or  individual  perettn. 
or  to  deceive  any  officer  or  censor  or  temporary  censor  of  the  league:  or  ob tains  or 
causes  to  be  obtained  any  policy  or  other  contract  from  the  league  for  the  purpose  of 
defrauding  it;  and  every  person  who  with  like  intent  aids  or  abets  any  offi(  er.  clerk, 
agent,  medical  examiner,  or  other  representative  of  the  league  in  the  ^dolaticn  of  tbis 
section  shall  be  deemed  guilty  of  a  misdemeanor,  and  shall  upon  con\iction  be  im- 
prisoned for  not  less  than  two  nor  more  than  ten  years. 

Sec  8.  That  the  sum  of  $25,040,000  is  hereby  appropriated,  out  of  any  moneys  in 
the  Treasury  not  otherwise  appropriated,  to  effect  the  purposes  of  this  act,  of  which 
$40,000  shall  become  available  immediately  to  defray  the  preliminary  expense  of 
putting  this  act  in  operation.  Such  last-mentioned  siim,  or  so  much  thereof  as  may 
ne  necessary,  shall  be  paid  by  the  Treasurer  upon  the  presentation  to  him  of  vouches 
duly  signed  by  the  chairman  of  said  commissioners  and  approved  by  the  Auditor  of 
the  Treasury.  The  commissioners  shall  elect  one  of  their  number  as  chairman,  who 
shall  preside  at  their  meetings,  call  the  commissioners  together,  direct  the  acti\itie8 
of  themselves  and  such  experts,  agents,  and  clerks  as  they  may  appoint  to  aid  ^em, 
and  eign  all  vouchers  on  the  Treasurer,  which  vouchers  shall  not  aggregate  the  sum  d 
$40,000.  The  commissioners  shall  fix  the  compensation  to  be  allowed  the  experts, 
agents,  and  clerks  appointed  to  aid  them.  They  shall  be  compjensated  by  a  salar>'  d 
$2,500  each  and  traveling  expenses  incurred  by  them  in  performing  the  duties  imposed 
on  them  under  this  act. 

The  said  sum  of  $25,000,000  hereby  appropriated  shall  become  available  when  said 
commissioners  have  caused  the  articles  of  agreement  referred  to  in  paragraph  2  of 
section  1  of  Article  VI  of  the  said  Liberty  Insurance  League  charter,  created  by  this 
act,  to  be  signed  and  executed  in  the  manner  therein  prescribed  and  approved  by 
the  Secretary  of  Commerce,  when  said  sum  shall  be  paid  into  the  treasury  of  said 
league  by  the  Treasurer  of  the  United  States  upon  the  presentation  to  him  of  a  voucher 
duly  signed  by  the  Secretary  of  Commerce  and  approved  by  the  Auditor  of  the 
Treasury. 

(Thereupon,  at  4.05  o'clock  p.  m.,  the  commission  adjourned  to 
meet  at  10  o'clock  a.  ria.,  Monday,  August  22,  1921.) 
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MQNDAT,  AUGUST  dd,  1021. 

Congress  op  the  United  States, 
Joint  Commission  of  Agricultural  Inquiry, 

Washington,  D.  C, 
The  joint  commission  met  at  10  o'clock  a.  m.  pursuant  to  adioumr 
ment  on  Friday,  in  room  70,  the  Capitol,  Hon.  Sydney  Anaerson 
(chainnan)  presidii^. 

The  Chairman.  The  commission  will  come  to  order.    The  com- 
mission wiD  hear  Mr.  J.  S.  Wannamaker,  representing  the  American 
Cotton  Association,  is  it  ? 
Mr.  Wannamaker.  Yes,  sir. 

The  Chairman.  Give  your  position  in  that  association. 
Mr.  Wannamaker.  I  am  president. 

STATEMElfT  OF  MB.  J.  S.  WANNAMAKEB,  PBESIDENT  AMEB- 
ICAlf  COTTON  ASSOCIATION,  ST.  MATTHEWS,  S.  C. 

Mr.  Wannamaker.  Mr.  Chairman,  how  long  am  I  supposed  to 
take?    I  do  not  want  to  impose  on  the  commission. 

The  Chairman.  The  commission,  I  imagine,  will  have  to  take  a 
recess  when  the  House  convenes,  or  very  soon  thereafter.  We  did 
not  expect  to  have  an  afternoon  session,  but  if  you  can  not  conclude 
before  our  recess  we  could  have  an  afternoon  session,  I  anticipate.JB 

Mr.  Wannamaker.  I  do  not  think  it  will  be  possible  for  me  to 
complete  my  statement  at  the  morning  session,  but  at  the  same  time 
I  win  limit  it  to  any  time  the  commission  may  wish. 

The  Chairman.  We  do  not  wish  to  limit  you,  and  if  you  can  not 
finish  before  we  have  to  go  to  the  House  we  will  have  an  afternoon 
session. 

Ifr.  Wannamaker.  Mr.  Chairman,  should  not  I  be  sworn  before  I 
testify? 

The  Chairman.  That  has  not  been  the  custom  of  the  commission. 

Mr.  Wannamaker.  All  right. 

The  Chairman.  You  may  proceed  with  your  statement. 

Mr.  Wannamaker.  Mr.  Chairman  and  gentlemen  of  the  commis- 
sion, while  I  am  appearing  before  you  in  the  interest  of  cotton  I  would 
feel  great  regret  if  you  should  reacn  the  conclusion  that  it  is  the  object 
of  my  testimony  to  have  you  give  any  special  consideration  to  cotton 
as  a  branch  of  the  greatest  industry  in  America,  agriculture. 

The  agricidtural  interests  in  America  aggregate  practically  $80,- 
000,000,000.  It  is  really  the  greatest  industry  of  our  country;  in 
fact,  there  are  only  three  sources  of  primary  wealth  in  America,  agri- 
cnlture  being,  of  course,  the  major  producing  industry. 
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The  investment  in  American  agriculture  amounts  to  $80,000- 
000,000.  It  is  the  largest  asset  of  tne  Nation.  If  the  farmers  of  the 
United  States  should  decide  to  go  into  another  business  and  sell  all 
of  their  live  stock  and  crops  tor  just  one  year  they  would  have 
enough  to  buy  all  of  the  railroads  of  the  Nation  with  all  of  the  rolling 
stock  and  other  equipment.  If  they  were  also  to  sell  all  of  their  lan(£ 
together  with  their  live  stock  and  crops,  they  coidd  buy  all  the  rail- 
roads, all  the  manufacturing  establishments  now  on  record,  and  all 
the  mines  and  all  the  quarries.  It  would,  indeed,  be  but  an  even 
exchange  between  all  the  farm  property  and  all  the  other  producing 

f)roperty  of  the  United  States,  except  the  purely  mercantile  estab- 
ishments. 

The  expenditures  of  the  Government  would  seem  to  plainly  indicate 
that  the  importance  of  our  agricultural  industry  is  entirely  overlooked. 

Your  specific  attention  is  oalled  to  the  enormous  expenditures  of  the 
Government's  income  for  destructive  rather  than  for  constructive 
purposes.  Our  total  national  appropriations  for  1920  amounted  to 
$5,686,000,000.  Of  this  total,  68  per  cent  was  paid  out  for  past  wms; 
25  per  cent  for  future  wars  and  the  maintenance  of  the  Army  and 
Navy;  3  per  cent  for  civil  government;  3  per  cent  for  public  works; 
and  1  per  cent  for  education  and  agriculture.  The  cost  of  each  one 
of  our.  new  battleships  was  $40,000,000,  and  its  annual  upkeep 
amounts  to  $3,000,000.  The  Government  appropriates  to  the  whole 
of  American  agriculture  less  than  the  cost  of  a  single  first  battleship, 
which  goes  to  tne  junk  pile  in  a  few  years  or  is  sunk  at  sea  from  target 
practice. 

No  country  can  prosper  indefinitely  which  spends  93  per  cent  of  its 
income — burdens  on  the  people — ^for  destructive  purposes,  while  at 
the  same  time  permitting  its  agriculture  to  decay  lor  want  of  proper 
support. 

Mr.  Chairman,  it  shall  be  my  object  in  going  into  this  matter  to 
review,  not  with  any  intention  whatever  or  thought  that  you  are  not 
much  more  familiar  with  the  subject  than  I  am,  but  for  the  purpose 
of  making  my  position  clear.  I  say  it  is  mv  object  to  review  the 
eflFect  of  these  conditions  upon  agricidture  following  great  periods  of 
inflation,  wherever  there  has  followed  artificial  drastic  deflation. 

Senator  Harrison.  May  I  ask  you  at  this  point,  have  you  read  the 
testimony  of  Gov.  Harding  and  Gov.  Strong  and  Mr.  John  Skelton 
Williams? 

Mr.  Wannamaker.  I  only  got  that  testimony  last  night.  I  could 
not  possibly  prepare  these  matters  and  do  more  than  read  Gov. 
Harding's  testimony  before  the  commission,  but  I  will  touch  on  that 
matter  later  on  if  satisfactory  to  you? 

Senator  Harrison.  Very  well. 

Mr.  Wannamaker.  Secondly)  I  want  to  consider  the  effect  these 
conditions  have  had  upon  agriculture  in  the  main  agricultural  pro- 
ducing countries  to-day,  and  the  effect  they  have  had  upon  commerce 
and  finances. 

Third.  I  want  to  bring  to  the  attention  of  the  commission  the  fact, 
because  I  state  it  as  a  fact,  that  never  in  all  time,  tracing  back 
throughout  history.  Can  I  find  record  of  where  the  agricultural  pro- 
ducers were  more  thoroi^hly  posted  upon  the  effect  of  artificial 
deflation,  the  disastrous  effect  it  would  have  upon  their  industry,  in 
case  it  were  attempted,  than  was  the  case  with  the  cotton  producers 
of  the  South. 
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I  defy  any  man  to  produce  a  record  that  will  show  where  more  pre- 
caution was  used,  more  efforts  were  made,  to  find  out  if  there  would 
be  artificial  drastic  deflation.  And,  Mr.  Chairman  and  gentlemen  of 
the  commission,  I  want  to  make  this  statement  concerning  artificial 
drastic  deflation,  that  the  burned  child  fears  fire.  I  passed  through 
the  drastic  deflation  of  1873,  and  had  a  personal  experience  in  con- 
nection therewith. 

Artificial  deflation  in  America  affects  cotton  more  seriously  than 
any  other  line  of  agriculture.  It  has  paralyzed  every  line  of  agri- 
culture during  a  period  from  a  thousand  years  before  the  birth  of 
Christ,  of  which  you  can  find  ample  recorci,  up  to  the  present  time, 
whenever  agriculture  reached  any  state  of  development. 

As  I  have  said,  I  passed  through  the  period  of  1873.  I  saw  then 
what  I  see  to-day  and  what  vou  are  going  to  see.  I  saw  properties 
sold  for  taxes.  I  saw  children  taken  home  from  school.  I  saw 
suicides,  insanity,  bankruptcy.  I  saw  all  that  in  1873.  I  saw  school- 
house  doors  slammed  in  the  faces  of  thousands  of  boys  and  girls 
throughout  our  land.  I  saw  a  school-house  door  slammed  in  my  face. 
And  with  this  experience,  Mr.  Chairman  and  gentlemen  of  the  com- 
mission, if  I  did  not  have  sufficient' common  sense  as  the  head  of  the 
organization  I  represent,  embracing  one-third  of  the  agriculture  of 
America,  to  use  every  God-given  effort  I  could  put  forth  to  prevent 
agriculture  being  caught  in  this  condition  again,  I  would  be  most 
assuredly  displaying  a  Tack  of  the  first  fundamental  of  good  judgment. 

Mr.  Chairman,  I  made  the  prediction — and  I  am  not  statmg  it  h^ere 
because  my  prediction  has  been  verified  like  my  distinguishea  friend, 
uov.  Harding,  of  the  Federal  Reserve  Board,  said  his  prediction 
has  been  verified,  for  God  knows  I  would  be  delighted  if  my  predic- 
tion had  not  been  verified — but  I  made  the  statement  when  I  realized 
artificial  drastic  deflation  was  being  forced ;  yes,  I  made  it  in  this  city, 
standing  in  the  Treasurer's  office,  with  60  representatives  of  the  va- 
rious branches  of  agriculture  present,  and  a  great  number  from  other 
businesses,  and  representing  practically  everv  State  in  this  Union — 
I  made  the  statement  to  the  then  Secretary  oi  the  Treasury,  David  R. 
Houston:  If  you  continue  the  effort  already  begun  toward  producing 
artificial  drastic  deflation  the  result  will  be  many  additional  graves  in 
America  filled  with  suicides.  I  told  him  it  would  increase  insanity, 
that  it  would  bring  about  bankruptcy,  that  it  would  bring  to  America 
the  worst  period  that  ever  faced  any  nation  in  all  time  and  of  which 
we  find  any  record. 

And,  Mr.  Chairman  and  gentlemen  of  the  commission,  what  are  the 
iiidications  before  us  to-day  ?  The  indications  are  that  that  predic- 
tion is  going  to  be  fulfilled.  I  pray  to  God  it  will  not.  I  sincerely 
hope  and  believe  that  your  commission  will  reach  a  solution  of  this 
question  which  will  apply  a  remedy  before  the  calamity  has  befallen 
our  country  such  as  the  world  never  before  saw.  I  most  assuredly 
think  we  should  apply  a  remedy  before  disastrous  artificial  deflation 
produces  more  serious  conditions  than  now  exist. 
.  Senator  Harbison.  Further  on  do  you  intend  to  offer  any  sugges- 
tions along  that  line  ? 

Mr.  Wannamaker.  Yes,  sir;  I  am  going  to  offer  suggestions  in 
regard  to  that,  Senator  Harrison. 

oenator  Harrison.  Very  well. 
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Mr.  Wanxamaker.  Some  three  weeks  ago  I  sent  out  a  ques- 
tionnaire into  the  agricultural  sections  of  America.  I  did  not  sen<l 
it  alone  into  the  14  cotton-bowing  States  of  the  South.  I  sent  ii 
into  the  West.  I  sent  it  into  the  cattle-growing  regions  of  the 
country,  and,  in  fact,  sent  it  practically  into  all  agricultural  sections 
of  America,  into  all  sections  save  those  that  have  very  limited  agii- 
cultural  interests. 

This  questionnaire  was  largely  sent  out  to  the  men  who  are  >^o 
well  versed  in  agriculture  that  they  can  understand  it  thoroughlv, 
without  ever  having  engaged  in  it;  the  man  in  the  city,  engaged  In 
finances,  I  might  say.  I  sent  it  to  the  men  who  are  absolutely  in 
touch  with  the  avocation.  Following  are  some  of  the  quesUons 
asked: 

Questiou  No.  1:  WTiat  effect  has  this  had  upon  you  individually?  What  effect 
has  it  had  upon  your  community  and  upon  your  section?  To  whom  do  you  attribute 
the  conditions  to-day?  Upon  whom  clo  you  place  the  blame?  Can  you  pay  your 
debts?    Have  you  paid  your  taxes? 

And,  gentlemen  of  the  commission,  to  this  first  question  98  per 
cent  of  the  answers  came: 

We  place  the  blame  for  the  conditions  that  exist  to-day  upon  the  policy  of  the 
Federal  Reserve  Board. 

I  repeat,  98  per  cent  of  the  answers,  and  there  were  thousands  of 
these  Questionnaires  sent  out  and  answered,  made  that  statement. 

To  tne  question  *^Can  you  pay  yoiu*  debts?''  98  per  cent  of  the 
farmers  of  the  South  answered : 

No;  and  our  children  can  not  even  pay  them,  because  we  created  these  debt*  av 
the  peak  of  high  prices  and  we  could  not  dispose  of  our  product  until  God  Almighty 
in  His  Providence  helped  to  make  it  ready  for  the  market-  and  when  we  went 
to  the  market  with  our  cotton,  our  com,  our  wheat,  we  found  the  market  without 
buyers;  and  only  in  a  limited  way  did  we  get  about  one-third  the  cost  of  production. 

To  the  question  ''What  effect  did  it  have  upon  the  education 
of  your  children?'' — and  that  is  an  important  question — a  nimiber 
of  States  answered  in  this  way: 

If  it  were  not  for  the  compulsory  school  attendance  law  our  children  would  be  tabu 
out  of  school.  Where  it  is  possible  to  take  them  out  a  large  percentage  of  the  children 
have  been  taken  from  school. 

A  great  many  sections  reported  that  they  have  been  unable  U> 
pay  school-teachers.  From  numbers  and  nimibers  of  States  came 
the  statement: 

We  are  going  to  have  to  take  our  children  home  from  schools  and  colleges. 

I  hold  in  my  hand  the  questionnaire  I  sent  out,  but  I  am  not  going 
into  detail;  I  am  only  stating  a  few  of  the  questions  asked. 

One  question  was:  *'Did  you  hear  of  any  effort  to  reduce  acreage 
in  the  matter  of  the  main  American  staple  crops  in  case  drastic 
artificial  deflation  was  contemplated?''  You  would  be  amazed  to 
know  the  number  of  men  who  answered  to  that: 

Yes;  but  we  were  told  that  artificial  deflation  was  not  going  to  be  permitted.  We 
were  told  that  the  committee  that  arranged  a  way  to  finance  this  great  war,  when  they 
arranged  for  a  sale  of  the  Liberty  bonds,  that  it  would  be  necessary  to  have  a  period 
of  inflation  for  many  years  following  the  war. 

We  operated  our  farms  largely  as  a  matter  of  service  and  without  profit  during  the 
war  and  after  the  close  of  the  war  we  were  iu*ged  to  produce  to  the  limit,  that  there 
would  be  a  pressing  demand  for  our  products;  that  it  would  be  necessary  for  Europe 
to  have  a  vast  amount  of  raw  products  to  enable  them  to  rehabilitate  and  start  to^ 
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repay  th^ir  stupendous  war  debts;  that  America  would  have  the  opportunity  of  world 
trade,  and  there  would  be  enormously  increasing  demand  for  our  products  both  at 
home  and  abroad,  as  it  would  be  necessary  for  the  people  of  the  world  to  become 
iDteneely  busy,  as  it  was  only  through  the  efforts  of  men  that  the  enormous  war  debts 
could  be  met  and  civilization  rebuilt.  It  was  based  upon  this  that* we  planted  our 
1920  crops.  When  our  crops  were  ripening  in  the  fields  deflation  came;  we  had  in- 
curred the  expense  of  production  at  high  prices;  when  the  crops  were  ready  for  market 
we  were  unable  to  sell  them  except  in  a  limited  way  at  less  than  one-third  of  the  cost 
of  production. 

Man  after  man  wrote  a  letter  and  had  his  son,  the  boy  who  had 
come  across  from  the  other  side  after  fighting  the  battles  ovei*  there, 
to  sign  it.    This  son  said,  in  .effect: 

I  came  back  and  engaged  in  agriculture  in  an  effort  to  make  up  for  the  timel  lost 
in  the  war,  but  to-day  I  am  l>ankrupt. 

Man  after  man  sent  in  this  statement: 

I  hfcdtated  to  plant  until  the  ver\^  la<!t  minute,  and  then  I  planted  u|>on  the  assur- 
ince  that  there  wouhi  be  no  dra^'tic  artificial  deflation. 

Gentlemen  of  the  commission,  I  am  going  to  stop  right  here  for 
one  second  to  say 

The  Chairman  (interposing) .  Who  do  you  think  could  have  given 
assurance  that  there  would  be  no  deflation  ? 

Mr.  Wannamaker.  I  would  be  verj  glad  if  you  would  ask  me 
that  Question  a  little  later  on  and  I  will  then  ^ve  you  some  written 
records  on  it.  I  will  answer  the  question  now  if  you  wish,  but  would 
prefer  to  answer  it  a  little  later  on  and  then  to  go  into  the  written 
records  to  substantiate  my  statement. 

The  Chairman.  Very  well,  if  you  prefer,  you  may  do  that. 

Mr.  Wannamaker.  Mr.  Chairman  and  gentlemen  of  the  commis- 
sion, history  tells  us  that  594  years  before  the  birth  of  Christ — and 
vou  gentlemen  are  very  much  more  familiar  with  history  than  I  am, 
but  I  want  to  state  tnis  because  probably  with  your  multitude  of 
duties,  the  nimierous  duties  imposed  upon  you,  you  might  overlook 
Bome  of  these  things — that  594  years  before  the  birth  of  Christ  a 
somewhat  similar  period  followed  a  time  of  inflation.  And  we  must 
keep  in  mind  that  always  following  great  wars  there  is  a  period  of 
inflation.     And  why  is  it  so  ? 

(1)  Because  of  nonproduction  by  people  engaged  in  war. 

(2)  Because  of  abnormal  consmnption  during  the  war. 

(3)  Because  Governments  themselves,  even  from  the  very  earliest 
records,,  encourage  inflation  for  the  purpose  of  being  able  to  finance 
Wars. 

History  tells  us  that  in  Greece  beginning  594  years  before  the 
birth  of  Christ  there  have  been  periods  of  great  inflation  following 
great  wars. 

We  find  that  the  people  were  prosperous.  We  find  that  they  had 
something  we  need  m  the  South  to-day.  The  country  was  thickly 
settled  with  small  farmers  and  not  with  great  tracts  of  land  thinly 
populated  and  poorly  cultivated;  and  that  they  cultivated  these 
larms  intensively  and  reached  a  high  state  of  cultivation.  But  wo 
find  that  following  those  periods  the  great  money  powers  frequently 
did  what  has  been  done  here.  The  great  money  powers  got  together 
and  raised  the  rate  of  interest.  And  1  will  defy  any  economist  to  show 
me  in  all  time  where  raising  the  rate  of  interest  has  had  any  other 
effect  upon  prices  than  to  force  them  down. 
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Of  course,  in  this  respect  I  do  not  mean  some  temporary  small 
raise  in  the  interest  rate.  I  do  not  think  any  economist  of  any 
standing  whatever  will  dispute  that  proposition.  They  raised  the 
rate  to  an  usurious  point — and  I  state  that  to-day  in  America  interest 
is  usurious,  has  reached  that  point — and  disastrous  results  always 
followed. 

In  addition  to  raising  interest  rates  they  contracted  the  circulating 
medium.  That  resulted  in  what  ?  Property  owners  who  were  mde- 
pendent  before  that  action  was  taken,  out  of  debt,  became  so  wrapped 
up  in  debt  that  the  money  lenders  took  clami  upon  bodily  secunty. 
Greece  practically  became  enslaved,*  and  the  only  men  who  held  theirj 

f)roperty  were  practically^  like  Irish  cottiers.  They  onlv  owned  the 
and  nominally,  and  I  wish  we  had  to-day  what  they  nad  then,  so 
the  terrible  situation  might  be  called  more  definitely  to  our  attention. 
At  the  corner  of  each  piece  of  property  was  set  up  a  marble  slab,  and 
on  the  marble  slab  was  engraved  tne  amount  of  the  debt  and  to  whom 
it  was  owed.  If  that  conaition  were  in  eflFect  at  this  time  in  our  land 
and  the  conditions  now  existing  and  fast  growing  worse  continues, 
the  agricultural  sections  of  this  country  would  look  like  a  national 
cemetery. 

Realizing  what  will  inevitably  follow,  what  always  follows  drastic 
artificial  deflation,  Solon,  the  ruler  of  Greece,  declared  a  wiping  08 
of  debt,  and  all  debts  were  wiped  oflF;  and  he  established  a  law,  wnidi 
has  held  from  that  time  to  this  day,  that  security  for  debt  could  not 
be  taken  upon  the  body,  that  there  should  no  longer  be  such  a  thini 
as  bodily  security.  Greece  provided  that  the  money  lenders  could 
take  security  only  upon  the  property  of  the  man  contracting  the  loan. 
But  they  did  not  stop  there.  TTiey  established  a  rate  of  interest  to  W 
charged,  to  be  settled  between  borrower  and  lender.  And  Greec« 
enjoyed  a  long  period  of  prosperity. 

I  want  to  cite  you  to  another  period:  Ninety-four  years  before 
the  birth  of  Christ,  interest  rates  in  the  city  of  Rome  were  only  4  pei 
cent,  yet  out  in  the  provinces  in  connection  with  agriculture  and 
merchandising,  the  rates  had  gone  up  .as  high  as  16  per  cent.  There 
was  a^ain  great  complaint.  There  was  complaint  that  the  sanw 
condition  that  existed  in  Greece  would  arise.  Justinian,  then  ruling, 
reduced  interest  rates  by  mandate  on  mercantile  paper  on  the  maxi- 
mum not  to  exceed  8  per  cent,  and  on  agricultural  paper  not  to  exceed 
6  per  cent.  As  a  result  of  that  action  again  came  ffreat  prosperity. 
And  I  def V  anyone  to  find  high  interest  rates  and  contraction  of 
credits  and.  contraction  of  ciurency  coexistent  with  prosperity. 

Leaving  those  periods  of  whicn  history  tells  us  ana  coming  on 
over  to  America — and  I  do  not  want  to  take  up  too  much  of  the 
time  of  the  commission — I  find  that  a  great  American  citizen  and 
President-,  Abraham  Lincoln,  in  oral  adoresses  and  in  written  docu-j 
ments,  pleaded  and  begged  and  warned  against  drastic  artificial 
deflation  following  the  War  between  the  States.     He  said,  in  effect: 

Anv  movement  to  artificially  deflate  before  the  debt  can  be  paid,  to  change  the 
medium  of  circulation  upon  which  the  debt  was  contracted,  would  be  a  crime. 

In  another  warning,  in  eflfect,  he  said : 

I  warn  the  American  people  not  to  permit  a  repetition  of  the  crimes  of  history. 
Following  great  periods  of  inflation  if  drastic  artificial  deflation  is  attempted  disas- 
trous results  must  follow.     I  warn  them  not  to  permit  the  money  powers  to  take  ad- 
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rantage  of  the  condition  of  the  people.  I  warn  them  not  to  permit  high  and  usu'ious 
interest  rates,  contraction  of  the  currency,  or  any  change  in  the  circulating  medium 
iiat  will  affect  the  debt  contracted  until  it  has  been  discharged. 

And  what  did  we  find  following  the  Civil  War?  About  eight 
(rears  after  that  time  the  warning  of  Lincoln  was  disregarded.  The 
m^t  money  powers  of  that  time-  adopted  somewhat  the  same  course 
3iat  has  been,  adopted  to-day.  Currency  was  locked  up  and  interest 
Tites  became  usurious.  But  even  that  was  at  a  period  eight  years 
ollowing  the  war,  and  here  we  have  drastic  artificial  deflation 
irithin  8  to  10  months  after  the  ^eat  World  War. 

Was  Lincoln's  prediction  fulfilled?  Yes;  property  was  swept 
rom  the  ownership  of  people  who  had  inherited  it  through  genera- 
ions.  They  coula  not  hold  it.  Bankruptcy  increased  at  such  a 
•ate  as  to  become  staggering,  although  not  so  great  in  number  as  is 
lie  case  to-day,  where  failures  amount  to  10,000  more  this  year 
lian  last  year — and  they  have  hardly  started.  And  there  are  sec- 
ions  of  America  to-day,  that  after  a  lapse  of  nearly  50  years,  the 
)eople  have  not  entirely  overcome  the  awful  curse  that  "was  then 
)ut  upon  them. 

Gentlemen  of  the  conunission,  I  am  here  to  tell  you  that  if  these 
londitions  are  not  relieved,  generation  after  generation  to  follow 
wll  be  cursed  by  the  losses  now  being  suffered  And  yet  to  be  suffered, 
rhere  will  be  a  curse  stamped  upon  the  race.  As  a  result  of  the 
lebt  piling  up,  the  children  are  to  be  denied  education,  and  there 
irill  be  a  still  greater  increase  in  the  number  of  men  and  w6men  from 
tlie  various  agricultural  sections  that  will  have  to  be  sent  to  asylums. 

Senator  Harrison,  the  asylum  in  my  State  is  overcrowded,  abso- 
lutely full.  If  you  want  to  get  a  picture  of  the  horrible  conditions 
sxistmg  and  fast  growing  worse  all  you  need  to  do  is  to  look  at  the 
isjlum  records  or  find  out  the  number  of  persons  being  swept  into 
janatoriums  and  asylums.  I  should  like  to  have  a  great  specialist 
)n  mind  diseases  say  to  you,  as  he  did  to  me:  ''If  I  could  get  the 
Enances,  I  could  return  to  the  citizenship  of  America  60  men  who  are 
ftbsolute  wrecks  because  of  their  financial  troubles.^'  He  tells  me 
that  they  say  constantly:  ''Doctor,  I  can  not  pay  an  inflated  debt 
with  a  deflated  dollar."  Those  men  are  able  men.  Some  of  them 
are  financiers,  but  they  are  bankrupt  in  the  matter  of  dollars  and  are 
fast  approaching  the  point  where  they  will  be  bankrupt  in  mind. 

Ana,  gentlemen  of  the  conmiission,  that  condition  is  going  to 
increase.  Something  must  be  done,  yea,  must  be  done  to  alleviate 
the  troubles  that  confront  us,  that  surround  us.  I  am  sure  that  I 
could  not  by  any  possibility  paint  a  word  picture  that  would  properly 
describe  conditions  as  they  exist  in  many  of  the  agricultural  sections 
of  this  country. 

And,  gentlemen  of  the  commission,  will  history  reverse  itself? 
Will  not  the  conditions  that  existed  594  years  before  Christ  be 
repeated  to-day?  WiU  the  conditions  that  existed  94  years  before 
CHrist  come  again?  'Are  they  not,  in  fact,  with  us  at  this  time,  and 
steadily  growing  worse  and  worse  ? 

It  is  useless  to  tell  you  that  vou  can  not  find  period  after  period 
where  the  world  experienced  inflation  but  was  not  followed  by  these 
conditions.  And  why?  Because  there  was  not  produced  drastic 
artificial  deflation.  Natural  deflation  can  only  come  as  the  result  of 
4e  operations  of  the  law  of  supply  and  demand.     And  it  must  be 
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stretched  over  a  considerable  period  in  order  to  enable  the  natural 
application  of  the  law  of  supply  and  demand  to  bring  about  orderly 
deflation. 

Representative  Sitmners.  Have  you  in  mind  any  periods  when 
there  were  great  inflations,  which  were  followed  by  what  you  call 
natural  or  orderly  or  gradual  deflation,  and  when  such  calamities  as 
you  have  indicated  did  not  occur  ? 

Mr.  Wannamaker.  Yes,  sir.  I  think  it  was  Bismarck  who  made 
the  statement  that  he  made  war  to  bring  prosperity  to  his  people. 
He  said,  '*To  the  victorious  comes  great  prosperity."  He  said  tnat 
frequently  following  inflation  which  comes  as  the  result  of  war  we 
have  a  lengthened  period  of  inflated  values  and  permanent  improve- 
ment; and  you  will  find  that  during  his  time  tiiat  frequently  hap- 
pened. And  aside  from  that — but  I  do  not  want  to  take  up  too 
much  of  your  time — I  am  satisfied  you  can  find  period  after  period 
in  history  where  deflation  has  come  naturally  and  orderly  following 
periods  of  inflation. 

The  five  years  of  war  created  sociological  and  economic  changes 
which  probably  would  not  have  developed  in  500  years  of  natural 
evolution — changes  which  will  compel  the  acceptance  of  and  adjust- 
ment to  an  elevated  standard  of  values  as  a  permanent  inheritance. 
As  nearly  as  can  be  stated  our  national  debt  has  been  increased  from 
$1,028,564,000  in  1913  approximately  to  $24,062,510,000  in  1920. 
As  nearlv  afe  can  be  stated  the  world's  debts  have  increased  from 
$43,106,495,000  in  1913  approximately  to  $300,000,000,000  in  1920, 
or  over  600  per  cent^while  the  great  majority  of  the  nations  arc 
still  finding  it  necessary  to  increase  their  outstanding  obligations  to 
provide  fimds  necessary  to  meet  their  budget  reouirements. 

The  effect  of  this  added  burden  is  expressed  in  taxation  either 
direct  or  indirect,  in  the  form  of  increased  costs  on  all  transactions 
which  permeate  and  multiply  and  enter  into  the  affairs  of  the  world's 
entire  population,  increasing  the  cost  of  all  production,  distribution, 
and  consumption  and  exacting  its  tithe  at  every  turn  from  pro- 
ducer to  consumer. 

Taxation  for  interest  charges  on  its  debt  alone  has  increased  from 
$1,000,000,000  per  annum  to  approximately  $15,000,000,000,  making 
no  allowance  for  the  requirements  necessary  to  provide  sinking  funds 
to  retire  its  obligations.  America's  interest  debt  having  increased 
over  4,000  per  cent;  that  of  France  over  1,000,  and  Germany  over 
8,000,  with  nearly  all  other  countries  equally  inflicted. 

This  taxation  must  assert  itself  in  its  effect  upon  the  entire  world's 
economic  situation;  manifest  itself  in  every  branch  of  human 
endeavor,  govern  and  regulate  all  conditions  surrounding  production. 

As  practically  all  taxation  is  based  primarily  upon  and  regulated 
by  standards  of  value,  the  volume  oi  revenue  becomes  dependent 
upon  existing  values;  taxation  derived  under  conditions  of  inflated 
values,  yielding^  largjer  revenues  than  taxation  derived  under  deflated 
values;  assuming  all  other  conditions  are  identical. 

While  our  per  capita  debt  is  small  as  compared  with  most  other 
countries,  the  inability  of  our  debtors  to  meet  their  ordinary  annual 
budget  requirements  appears  to  offer  conclusive  evidence  that  we 
must  assume  their  debt  to  us  with  the  obligatory  taxation  accom- 
panying it.  This  increased  our  annual  interest  tax  alone  from 
$23,000,000  to  approximately  $1,100,000,000,  or  more  than  our  total 
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national  debt  before  the  war,  while  all  National,  State,  county,  and 
city  taxation  of  the  present  year  is  estimated  at  $15,000,000,000,  or 
about  SI 50  for  each  inhabitant. 

Paradoxical  as  it  may  seem,  deflated  values  mean  increased  costs 
of  production;  for  deflated  values  mean  reduced  revenues,  and  re- 
duced revenues  mean  increased  taxation  and  increased  taxation 
means  added  costs  of  production. 

Neither  America  nor  the  balance  of  the  world  can  incur  a  debt  of 
such  magnitude  upon  a  basis  of  inflated  values  and  liquidate  it  upon 
a  basis  of  deflated  values;  an  effort  to  do  so  would  nave  the  effect 
practically  of  increasing  the  debt  proportionately.  This  vast  in- 
creased financial  burden  would  compel  us  to  follow  the  history  of  its 
natural  progression  and  adapt  ourselves  to  the  changed  conditions. 
An  attempt  to  disregard  this  and  force  prices  back  to  prewar  levels 
had  already  brought  wreck  and  ruin  to  our  agriculture  and  commerce 
and  will  cause  our  civilization  to  pay  a  fearful  penalty,  and  the 
policjr  of  artificial  deflation  started  in  America  imder  the  excuse  that 
conditions  in  Japan  and  Cuba  necessitated  such  action,  has  had  a 
disastrous  effect  world  wide.  With  our  vast  resources,  which  have 
merely  been  scratched,  the  conditions  in  Japan  and  Cuba  offered  no 
excuse  for  disregarding  changes  which  compelled  the  acceptance  of 
4ind  adjustment  to  an  elevated  standard  of  values  as  a  permanent 
inheritance.  Any  government  that  disregards  this  and  attempts  to 
force  a  return  of  prewar  conditions  would  find  it  impossible  to  even 
collect  taxes  for  interest  oh  the  vast  indebtedness  or  to  refund  their 
indebtedness  at  maturity.  A  higher  level  of  prices  is  an  absolute 
necessity,  for  the  purpose  of  meeting  these  burdens  of  taxation,  war 
debts,  and  the  changed  conditions  which  absolutely  compel  an  ac- 
ceptance of  and  adjustment  to  an  elevated  standard  of  values  as  a 
pennanent  inheritance. 

But  I  can  not  think  that  anybody  would  claim  that  natural  defla- 
tion following  a  period  of  inflation  such  as  we  have  had  could  come 
within  10  montns.  Orderly  deflation  could  only  come  based  upon 
the  law  of  supply  and  demand  which  would  have  required  a  lapse  of 
years. 

Returning  to  the  subject  in  hand,  in  1918  I  heard  it  rumored  that 
a  plan  was  Deing  arranged  to  put  on  drastic  artificial  deflation.  I 
heard  it  said  that  the  American  dollar  was  almost  a  bogus  dollar; 
that  the  dollar  should  buy  a  bushel  of  wheat  or  10  pounds  of  cotton 
if  measured  in  its  actual  value. 

When  I  first  heard  that  statement  I  wondered  if  there  was  any 
probabihty  of  steps  being  taken  following  the  World  War,  which  has 
brought  about  the  greatest  inflation  we  have  ever  had  or  of  which  I 
canmd  any  record;  I  wondered  if  any  steps  were  going  to  be  taken 
to  produce  drastic  artificial  deflation.  I  wondered  if  steps  had  actu- 
ally been  taken  to  put  on  drastic  deflation.  And  I  might  answer  the 
chairman's  question  right  here.  I  did  not  want  to  have  a  repetition 
of  the  expenence  I  had  in  1873.  I  had  the  responsibility  of  the  wel- 
fare of  tne  people  whom  I  had  then  and  have  now  tne  honor  to 
i^present.  1  consulted  with  our  national  committee,  which  is  com- 
posed of  75  of  the  leading  bankers,  merchants,  business  men,  and 
larmers  from  the  14  cotton-growing  States.  I  consulted  with  them 
as  to  the  advisability  of  puttmg  in  effect  for  1918  a  drastic  reduction 
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in  cotton  acreage.  I  took  the  position  that  if  we  planted  the  crop 
of  1918 — and  I  think  the  members  of  this  commission  who  are  not 
from  the  South  should  keep  this  in  mind — that  central  Europe,  which 
largely  consumes  our  low-grade  cotton,  had  been  engaged  in  war,  and 
during  the  war  President  Wilson  had  issued  an  order  that  horse 
collars  and  a  great  deal  of  the  material  made  for  war  purposes  should 
be  made  from  middling  cotton  when  it  could  just  as  easily  have  been 
made  from  low  grades — so  we  had  in  the  matter  of  consumption  even 
for  war  purposes  very  little  low-grade  cotton  used,  and  there  was 
much  of  this  grade  of  cotton  on  hand.  And  we  had  learned  a  lesson 
in  1914 

The  Chairman  (interposing) .  Do  you  include  linters  in  low-grade 
cotton  ?  I 

Mr.  Wannamaker.  No,  sir;  linters  are  considered  separately. 
You  must  remember  that  two-thirds  of  the  American  cotton  crop  is 
exported.  While  we  ^ow  84  per  cent  of  the  cotton  produced  in  the 
world  of  three-fourth  inch  staple  and  above,  and  have  an  absolute 
monopoly  in  that  way,  still,  of  our  American  crop  66  per  cent  goes 
into  exports. 

At  the  opening  of  the  World  War  in  1914  the  export  cotton  business 
was  prostrated.  We  could  not  sell  our  cotton  at  all.  When  a  man 
gets  m  ^eat  stress  he  will  buy  food  before  he  will  buy  clothing,  and 
cotton  IS  only  a  seminecessity.  Consequently  we  had  been  accumu- 
lating low-grade  cotton  from  1914  and  could  not  sell  it. 

In  1918  the  South  was  carrying  cotton  that  it  could  not  sell,  and 
we  gave  serious  consideration  to  the  subject  of  reducing  the  cotton 
acreage,  and  cotton  acreage  was  slightly  reduced  the  next  year  with- 
out any  effort.  But  after  an  investigation,  and  even  taking  the 
matter  up  abroad,  we  had  every  reason  to  believe  there  should  be  an 
increasecl  acreage  in  cotton.  Why  ?  First,  at  the  peace  conference 
one  matter  of  supreme  concern  was  figured  in  this  light:  We  are 
facing  an  absolute  certainty  of  a  cotton  famine. 

Now,  gentlemen  of  the  commission,  do  not  get  the  idea  that  the 
war  benefited  us  very  much  in  regard  to  cotton.  I  will  show  you  by 
statistics  that  if  the  war  had  not  happened  we  would  have  had  a 
market  for  eveiy  pound  of  cotton  grown,  based  upon  the  consumption 
for  the  10-year  period  prior  to  the  World  War. 

But  in  1918  we  had  tiiis  information:  That  at  the  peace  conference, 
on  the  commodity  side,  composed  of  trade  people  from  the  cotton- 
consuming  countries  of  the  entire  world,  they  having  representatives 
there,  the  decision  was  unanimously  reached  that  there  was  not  sufifi- 
cient  raw  cotton  in  the  world  to  supply  the  then  present  demands. 
That  was  first-hand  information.  I  got  it  myself  from  members  who 
sat  in  the  peace  conference  on  the  commodity  side  thereof.  A  propo- 
sition was  really  made  in  the  peace  conference  to  allot  cotton.  The 
question  came  up  as  to  the  price  of  it,  how  to  establish  that,  and  what 
would  be  a  profiteering  price  on  it.  A  delegate  from  one  of  the 
greatest  cotton-consuming  countries  in  the  world  said  he  was  satisfied 
short  staple  cotton,  basis  middling,  would  go  to  a  dollar  a  pound. 
This  was  the  consensus  of  judgment  of  the  representatives  on  the 
commodity  side  of  the  peace  treaty  of  all  of  the  leading  cott-on  manu- 
facturing countries. 

As  a  result  of  this  information,  and  knowing  that  the  world  was 
practically  facing  the  certainty  of  a  great  shortage  in  good  grades  of 


Digiti 


ized  by  Google 


AGRICULTURALr  INQUIRY.  521 

cotton,  that  there  would  be  a  pressing  need  for  cotton — and  state- 
ments were  being  sent  out  by  the  Department  of  Agriculture  here  in 
Washington  urging  increasea  production — we  made  no  effort  to  reduce 
the  cotton  acreage. 

In  1919  I  heard  positively  that  efforts  were  going  to  be  made  to 
put  on  drastic  deflation  again.  A  world's  cotton  conference,  with 
representatives  from  every  cotton-consuming  country  in  the  world, 
was  going  to  meet  in  New  Orleans.  We  held  a  conJerence  in  New 
Orleans  in  September.  Prior  to  holding  that  conference  I  consulted 
with  the  wheat  growers,  I  consulted  with  the  representatives  of 
various  kinds  of  agriculture,  and  discussed  with  them  the  great 
danger  we  were  facing  in  case  drastic  artificial  deflation  was  put  on. 
I  felt  that  history  would  repeat  itself,  and  that  disaster  would  foUow 
to  agriculture.  The  manufacturer  can  close  his  doors  if  he  sees  a 
business  storm  approaching.  The  merchant  can  stop  buying  when 
the  first  cloud  obscures  good  business.  Almost  any  other  line  of 
industry  can-  stop  on  short  notice.  But  in  the  case  of  agriculture, 
once  the  farmer  puts  his  seed  in  the  ground  God  Almighty  only  can 
change  the  natural  course  of  events.  I  favored  putting  on  drastic 
reduction  in  acreage  and  production  unless  we  were  assured  against 
artificial  deflation. 

About  3,000  men  met  in  New  Orleans  in  September,  1919.  The 
matter  of  supreme  importance  to  them  was:  *^  What  shall  we  do  in 
regard  to  planting  cotton  in  1920?''  It  takes  practically  12  months 
to  produce  a  cotton  crop.  And,  gentlemen  of  the  commission, 
I  want  to  tell  you  that  cotton  is  the  most  costly  crop  produced  in 
America.  Practically  speaking,  it  is  produced  wholly  by  hand  labor. 
In  addition,  it  is  the  most  hazardous  crop.  It  may  oe  wiped  off  the 
map  by  weather,  pest,  and  in  other  ways.  To-day  it  is  being  wiped 
off  by  the  boll  weevil-  the  boll  weevil  covers  77  per  cent  of  this 
year's  crop,  and  we  will  make  the  shortest  crop  that  has  been  made 
for  25  years.  We  reduced  the  cotton  acreage  planted  in  America 
for  the  growing  crop  28.4,  as  shown  by  the  Government  report,  this 
being  the  greatest  reduction  ever  made  in  the  reduction  of  acreage 
on  any  American  staple  crop.  The  boll-weevil  problem  is  now  a 
national  and  an  international  problem.  We  are  determined  to  reduce 
cotton  acreage  continuously  to  such  an  extent  that  the  product  will 
bring  a  price  that  will  assure  the  producer  of  a  profit,  enabling  him 
to  slowly  discharge  the  fearful  losses  forced  upon  him  by  artificial 
deflation.     This  reduction  will  extend  over  a  period  of  years. 

The  question  came  up:  What  shall  we  do  about  planting  next 
year's  crop  in  event  they  put  on  this  drastic  artificial  deflation? 
A  memorial  was  prepared  and  sent  to  President  Wilson,  and  I  wrote 
bim  a  letter  pointing  out  what  was  of  supreme  concern  to  the  pro- 
ducers of  America  if  caught  in  a  period  of  deflation. 

The  Chairman.  If  you  have  a  copy  of  that  memorial  the  com- 
mission would  like  to  have  it  put  in  the  record. 

Mr.  Wannamaker.  All  right.  I  will  get  it  from  my  papers  in  a 
lew  moments.  I  will  ask  that  the  address  which  I  delivered  at  this 
conference  be  placed  in  the  record  at  this  point  of  my  testimony. 
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[From  the  Carolina  Farmer  and  Stockman,  Nov.  1, 1919.] 

The  GreatEvSt  Need  of  the  World  To-day. 

(By  J.  Skottowe  Wannamaker,  president  of  the  American  Cotton  Association,  delivered  at  conveniiMi 
of  association,  New  Orleans,  La.,  Sept.  8, 1919.1 

What  is  truth?     Pontius  Pilate  was  Dot  the  first  and  only  man,  nor  will  he  be  the 

last  one  to  ask  this  question  and  turn  away  without  awaiting  the  answer.    We  do  not 

mean  tx)  attempt  in  this  address  to  give  a  concrete  answer  to  this  question,  but  we 

.  believe  it  in  place  here  to  consider  it  as  it  affects  the  lives  and  the  happiness  of  men 

and  peoples. 

Truth  is  not  merely  a  wise  deduction,  comprehended  in  words  to  be  quoted  and 
admired;  it  is  not  an  abstraction  any  more  than  is  goodness  or  religion  an  abstraction 
to  be  only  believed  in  and  not  actuated  by.  Truth  is  clearest  and  most  comprehen- 
sible, living  and  effective,  when  reflected  in  noble  living  and  just  human  relationships 
to  man  and  God.  Thus  the  wonderful  parable  of  the  Good  Samaritan  is  the  truth  of 
true  neighbprliness  and  human  brotherhood ;  tliat  of  the  Prodigal  Son  is  the  truth  cf 
true  fatherhood,  while  the  memorable  words  of  Christ  on  ministering  contain  the 
truth  of  genuine  service  and  true  greatness.  These  are  all  affirmations  of  the  truth, 
of  the  truth  made  real.  On  the  other  hand,  the  accumulation  of  vast  wealth  by  in- 
dividuals for  selfish  purposes  by  unfairmeans  and  heartless  combinations;  the  grinding 
down  of  the  weak  and  helpless  by  the  selfish  strong  and  favored;  the  unfair  combins- 
tions  in  restraint  of  trade  and  the  unjust  and  unnatural  interference  in  the  free  ex- 
change of  the  products  of  the  various  nations  in  the  way  of  the  Creator  by  His  dis- 
p  )sition  of  natural  blessings  evidently  intended  should  be;  the  manipulations  of 
markets  and  products  so  as  to  deprive  the  producer  of  a  fair  and  just  return  for  his 
labor  in  order  that  he  might  live  in  reasonable  happiness  and  comfort;  the  suffering 
and  sorrow  of  thousands  of  individuals  resulting  from  all  of  these  things — these  sins 
in  our  body  politic  are  flaring  denials  of  the  truth  that  cries  to  heaven  for  correction 
and  punishment.  A  state  of  society  that  supinely  tolerates  them  is  of  that  type  de- 
scribed by  Goldsmith  in  his  famous  lines: 

"111  fares  the  land  to  hastening  ills  a  prey 
Where  wealth  accumulates  and  men  decay." 

Truth  enougli  we  have  had  to  save  the  world,  and  men  enough  who  love  the  tnilh 
Tiie  enormous  task  confronting  good  and  patriotic  men  to  make  known  this  great  body 
of  truth  and  to  devise  means  to  cause  it  to  prevail  in  human  conduct  and  in  the  dealings 
of  man  with  man  and  nations  with  nations.  A  brief  survey  of  what  we  have  passed 
through  as'ifaffects  our  problem  will  make  this  clear. 

Only  a  short  while  ago  the  combined  thought  and  energy,  spiritual  and  physical, 
of  the  civilized  world  were  centered  on  the  soul-stirring  as  well  as  heart-breatdng  task 
of  waging  and  winning  great  military  battles  in  what  for  a  lack  of  a  definite  name  ha« 
been  helplessly  called  tbe  World  War.  Through  suffering  and  sympathj^  with  suffer- 
ing, through  opportunities  to  live  and  die  heroically  for  what  thev  recognized  as  noble 
causes,  through  the  fond  belief  that  victory  would  bring  for  all  times  a  surcease  of 
human  suffering  and  tlie  correction  of  all  wrong,  whole  nations  became  reconsecrated 
to  half-forgotten  truths  and  once  cherished  ideals. 

The  war  is  now  o^  er  in  its  acute  form  and  has,  at  least,  for  the  time  being,  brought 
victory  of  right  over  wrong  in  the  great  pitched  conflict  of  these  two  elemental  forces 
in  human  life  and  society.  The  drums  and  cannon  have  hushed,  the  dead  have  been 
buried,  the  bleeding  wounds  have  been  bandaged;  but  the  tears  of  the  broken  hearted 
are  still  flowing  to  remind  us  of  the  fact  that  with  the  hush  of  cannon  and  the  eiieathinf 
of  sword  and  bayonet  wars  do  not  end.  These  tears  should  steel  us  in  a  sacred  vow 
to  do  our  utmost  to  promote,  among  natioits  the  development  of  natural  safeguard? 
against  a  reoccurrence  of  the  unspeakable  suffering  and  calamity  of  war  and  to  make 
use  of  all  honorable  means  to  establish  and  maintain  among  the  nations  of  the  earth 
peace  and  good  will. 

This  is  not  the  work  or  task  of  statesmen  in  office  alone,  nor  of  the  constituted  govern- 
mental authorities  alone.  To  put  into  effect  in  the  lives  of  men  tKe  great  lessons  and 
truths  written  in  blood  and  flame  of  war,  to  make  comprehensible  to  the  great  mass  of 
])eo])le  everywhere  the  inevitable  calamitous  results  ot  wron^  and  injustice,  of  selti^- 
ness  and  oppression,  of  the  degradations  of  human  beings  in  the  philosophy  of  life 
adhered  to  by  the  controlling  powers  of  a  nation,  and  to  make  impossible  tne  con- 
tinuance or  the  return  of  such  wrong  in  the  world — to  cause  to  flower  in  more  beautiful 
and  nobler  civilization  the  sacrifices  and  the  untimely  death  of  millions  who  sleep 
under  the  poi)pie8  in  Flanders  Field  or  under  rolling  billows  the  oceans  over,  we  must 
not  wait  on  the  great  and  mighty.    Good  men  everywhere  must  consecrate  themseh fa 
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in  unselfish  service  of  the  good  and  noble,  and  must  link  themselves  in  mutual  trust, 
in  lo\  e  of  humanity,  and  in  a  firm  belief  in  God's  guiding  providence  in  human  affairs, 
and  the  ultimate  coming  of  His  Kingdom  on  earth,  in  order  to  labor  effectively  and 
unceasingly  to  make  possible  the  coming  of  that  '*  far  off  divine  event  to  which  all 
creation  moves." 

For  ^^-ars  do  not  settle  once  and  for  all  times  the  conflicts  of  sreat  elemental  fon-es  in 
human  life  and  society.  E\'il  after  its  defeat  at  once  begins  recollecting  its  weapons 
and  remarshaling  its  forces  for  a  renewed  onslaugbt  from  a  better  point  of  vantage. - 
The  struggle,  just  as  it  is  age-old,  \\ill  be  ceaseless;  and  unless  good  men  e\'erywhere 
unite  in  behalf  of  the  good,  the  stnig^le  will  be  hopeless.  One  day  it  takes  place  in 
the  great  open  battle  field;  the  next  in  the  hearts  and  minds  of  men  iii  their  dealings 
with  one  another  in  the  peaceful  pursuit  of  happiness  and  wealth.  Truly  the  price 
of  libertv  is  eternal  \dgilance,  the  combined  and  sharpened  \dgilance  of  united, 
or«:amze<l  good  men  and  women  everywhere.  Without  them  the  sacrifices  of  crusaders 
in  war  would  be  in  vain,  from  those  who  die«i  before  the  walls  of  Jerusalem  in  order  to 
reeain  for  the  Christain  world  the  sacred  city,  down  to  those  who,  clad  in  khaki,  now 
sleep  in  Belleau  Wood.  They  perished  that' we  might  live,  not  merely  exist,  but  live 
fuller,  nobler,  more  divine  lives  in  that  freedom  given  only  by  knowing  and  having 
the  tnith  as  proclaimed  on  earth  by  the  Son  of  Ood.  Likewise  the  prophet,  the 
thinker,  the  seer  have  always  been  \v\t\\  us  and  have  cried  truth  to  men  from  the 
street,  the  study,  and  the  mountain  top;  but  the  spoken  word,  the  written  word,  and 
the  usion  have  been  disregarded  except  by  a  few;  and  proi)hets  and  thinkers  and  seers 
have  come  and  gone,  only  too  often  held  in  the  memor\'  of  man  by  means  of  stone  monu- 
ments erected  late  by  way  of  penance  by  a  heedless  world.  They  offered  us  bread  and 
we  i:ave  them  stones. 

Thus  the  lessons  of  hi?torv%  truths  proclaimed  by  the  inspired,  the  ideals  fought 
and  died  for  bv  crusading  yoiith  ever  sinre  man  learned  to  yearn  for  truth  and  justice — 
all  these  precioas  inheritances  of  the  race  are  ever  in  danger  of  being  powessed  only 
externally,  just  as  a  man  may  possess  a  great  book  without  knowing  or  valuing  its 
contents.'  These  ethical  heritages  from  those  who  have  gone  before  to  those  who  come 
after,  in  order  to  bear  fruit  in  the  lives  of  men,  must  become  potent  aB<fl|fluential  in 
their  lives  and  acts,  in  their  conduct  toward  one  another,  whether  li\nng  far  apart  or 
close  together.  Now,  to  trust  to  the  old  way  of  letting  this  come  about,  hoping  that 
^y  chance  perhaps  the  new  ideas  and  new  conceptions  of  duty  and  greatne:?s  may  drift 
into  the  hearts  and  minds  of  people  while  they  are  quickly  settling  down  again  to 
their  old  modes  of  life  and  ways  oi  thinking  should  be  absolutely  out  of  the  question. 
The  world  must  not  be  robbea  of  the  jjreat  spiritual  values  gained  in  the  (treat  War. 
To  this  end  comforted  efforts  of  organized  forces  of  good  men  for  the  common  good 
must  be  made  to  realize  in  the  lives  of  individuals  and  of  nations  the  best  that  the 
world  has  hoped  for,  dreamed  of,  and  longed  for  in  the  fiery  furnace  through  which  it 
has  just  gone. 

And  surely  now,  if  ever,  is  the  opportime  time,  not  only  to  prevent  the  vanishing 
from  the  earth  of  our  new  visions  of  truth,  but  also  to  aid  in  the  wides])read  of  truth 
all  over  the  earth  in  the  hearts  and  minds  of  men  in  their  lives  and  conduct.  Xow, 
probably  more  than  ever  l>efore  is  the  opinion  of  mankind  in  a  flux;  melted  in  the 
tearful  crucible  of  the  war,  it  has  not  yet  rehardened  in  its  mold  and  is  therefore  capable 
of  being  reshaped,  and  even  reconstniction  by  the  adding  of  the  noble  ingredients 
grasned  in  the  late  groping  in  the  darkness  is  haply  truth  and  right  might  be  found. 
In  tnisa^e,  then,  of  great  reconstniction  and  reaajtistment,  of  actual  complete  revolu.- 
tion  of  life's  values  as  heretofore  believed  in,  it  is  the  unescapable  duty  as  well  as 
privilege  of  all  patriotic  and  philanthropic  citizens  to  face  squarely  the  hard  task 
of  reshaping  and  remaking  world  conceptions  of  life,  of  human  relationships,  of  inter- 
national relationships,  of  human  destiny.  They  must  fearlessly  and  with  in\incible 
resolution  recognize  the  false  and  the  e\nl  wherever  they  may  be  in  our  life,  strip  them 
root  and  branch,  and  implant  in  their  place  the  love  of  right  and  justice. 

Naturally  no  one  body  of  men  can  accomplish  all  of  this.  Here  is  work  for  various 
organized  bodies,  but  all  of  us  must  lend  our  support  and  cooperation.  Only  through 
organization  of  good  men  with  their  eyes  to  the  future  and  keenly  alive  to  the  possible 
changes  for  ^ood  because  of  the  recent  struggle,  can  those  far-reaching  tniths  be  dis- 
seminated widely  by  personal  contact,  and  can  sound  ideals  be  implanted  in  the  hearts 
and  minds  of  men  to  oear  fruit  in  noble  human  conduct.  Any  organization  founded 
on  prejudice  and  intended  to  promote  only  selfish  and  unjust  advantage  whether  of 
individuals  or  sections  is  foredoomed  to  failure.  On  the  other  hand,  the  organization 
of  unselfish  men,  banded  together  for  the  avowed  purpose  of  stamping  out  intrenched 
evil  that  has  long  preyed  on  the  life  and  happiness  of  a  people,  of  aoing  away  with 
ignorance,  man's  greatest  enemy,  of  hastening  prosperity  and  progress  with  a  spiritual 
inastery  of  them,  and  for  the  further  purpose  of  cooperating  in  every  way  in  the  great 
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cause  of  brinsring  to  the  whole  world  the  sure  bleesings  to  result  from  the  just  rewird 
of  the  labor  of  a  great  section,  of  freeing  the  intercourse  of  people  one  with  another  and 
making  possible  the  free  exchange  of  commodities  in  a  most  helpful  way — such  organ- 
ization is  attempting  a  great  part  of  the  task  suggested  above,  and  can  not  fail  of  per- 
forming great  good.  For  it  must  not  be  for^tten  that  there  is  a  most  vital  and  unal- 
terable relationship  between  the  economic  life  of  a  people  and  its  spiritual  and  human 
attitude.  Justice  nas  far  more  sides  than  merely  the  political  one;  and  while  political 
injustice  may  be  to  the  American  the  most  repugnant  form  of  injustice,  economic 
injustice,  the  depriving  of  a  whole  people  of  the  just  rewards  of  their  labor  through 
years  and  years,  is  certainly  more  far-reaching  in  its  evil  effects  both  materially  and 
spiritually.     It  reacts  in  its  inevitable  results  in  untold  detriment,  and  with  time  it 

Prejudices  and  warps  the  very  judgment  of  the  people.  To  correct  such  evil  existing 
ir  away  from  them  men  have  been  willing  to  aie;  to  correct  them  close  at  home  and 
thereby  to  restore  the  life  of  a  great  people  back  to  its  right  channels  is  surely  a  no  less 
inspiring  task,  which  fortunately,  may  be  taken  up  in  peace  and  accomplished  without 
suffering  to  anyone  save  Satan  and  his  minions. 

It  is  in  this  spirit  and  with  this  purpose  that  the  American  Cotton  Association  was 
conceived.  It  offers  to  good  men  the  chance  to  combine  with  other  ^ood  men  in  the 
effort  to  save  in  the  life  of  the  South  the  ennobling  effect  of  the  high  resolve,  the 
unselfish  thinking,  the  magnif>'in^  of  man  over  matter,  of  improving  human  conditions 
everywhere  that  were  not  so  conspicuous  in  the  war,  and  through  a  ^eat  group  working 
together  in  harmony  for  the  common  good  to  make  possible  the  abiding  of  tnese  great 
convictions  in  the  lives  of  Southern  people  and  through  them  the  rest  of  the  world  in 
its  relations  and  dealings  with  the  South. 

But  with  such  an  organization  with  such  work  to  do  it  would  be  absurd  and  fat^l 
to  success  to  ignore  the  practical  and  to  overlook  facts  and  figures. 

While  interested  broadly  in  the  welfare  and  happiness  of  the  whole  countrv,  we  are 
primarily  and  immediately  concerned  with  the  South  and  its  problems,  and  to  it  we 
shall  give  our  main  attention.  This  favored  section  of  the  United  States  ought  to  have 
been  the  most  prosperous  part  of  our  nation.  1 1  has  a  fertile  soil  that  will  produce  any 
crop  grown^^|\.merica,  in  fact  almost  any  crop  grown  anywhere  in  the  world.  It  has 
vast  natura^^sources,  including  water  power  and  minerals;  it  has  an  unri\'aled  cli- 
mate, with  mild  winters  and  summers  and  only  occasional  storms.  It  offers  certainly 
opportunities  of  every  kind  inferior  to  none  to  be  had  elsewhere.  It  would  seem  then 
that  the  South  should  have  become  the  garden  spot  of  America,  that  it  should  contain 
a  dense  white  population,  and  yet  with  these  many  natural  advantages  and  the  stirring 
record  of  the  South  in  all  phases  of  human  endeavor  in  America  before  the  introduction 
of  cotton,  the  South  is  to-day  cursed  with  illiteracy,  bad  roads,  and  poverty  when  it 
should  be  the  leader  in  prosperitv  and  enlightenment.  That  the  South  is  poor,  the 
poorest  section  of  the  United  States,  is  evinced  by  the  tax  assessment  of  the  Govern- 
ment, in  the  calls  for  the  Liberty  loans,  for  Red  Cross,  Y.  M.  C.  A.,  and  other  national 
demands  on  the  loyalty  and  ability  of  the  people.  The  South  was  assessed  the  least, 
not  because  it  was  the  least  loval,  but  because  it  had  the  least  monev.  Why  is  this 
true? 

In  the  practical  monopoly  in  the  production  of  cotton  the  South  has  long  held  in 
its  hand  tlie  opportunity  to  become  immensely  wealthy.  But  the  production  of 
cotton  Ln  the  South  has  brought  wealth  to  every  section  of  the  globe  where  it  is  handled 
commercially  except  in  the  South;  to  the  South  it  has  brought  poverty  alon^  with 
other  mifortunes.  It  has  blessed  mankind  wherever  the  sun  shines  except  in  the 
South;  to  the  South  it  has  proved  a  curse.  For  the  production  of  cotton  in  the  Soutii 
brought  negro  slavery;  the  slaves  were  sold  into  physical  bondage,  and  the  South 
at  the  same  time  thereby  became  foredoomed  to  commercial  bondage.  It  exchanged 
it5  birthright  for  a  a  ile  mess  of  pottage.  It  can  not  be  questional  that  bad  it  not 
been  for  the  production  of  cotton,  the  South  would  have  been  the  country's  greatest 
granary,  its  stock-raising  center.  Iler  vast  mineral  resources  would  have  been  devel- 
oped and  manufacturing  on  a  great  scale  would  have  early  been  started  and  developed. 
Concretelv  put  it  may  be  declared  that  the  production  of  cotton  in  the  Soutn  is 
responsible  for  the  following  deplorable  results:  Negro  slavery,  that  ultimately  caused 
the  war  between  the  States,  and  after  it  only  slave  labor  in  practice  if  not  in  theor)" 
the  enslaving  of  the  South  to  the  promotion  of  cotton  with  cheap  iBefficient  labor 
and  unable  financially  to  shift  its  economic  life,  since  with  meager  return  from  the 
})rmluction  of  cotton  the  producers  were  unable  to  finance  other  commercial  under- 
takings, or  io  grow  other  money  crops.  These  starvation  wages  for  labor  forced  on 
the  South  through  unfair  return  for  its  cotton  lingers  still  to-day  and  has  brought  in 
ts  effect  the  illiteracy  of  the  South,  its  impoverishment,  its  bad  roads,  the  enforced 
withdrawal  of  the  white  population  from  rural  communities  where  they  are  unable 
to  support  schools  for  their  children  and  to  find  even  meager  comforts  and  recreation. 
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Even  the  negro  slave  is  now  unwilling  to  remain  on  the  farm  for  with  his  new  aspira- 
tions he  is  no  longer  satisfied  with  his  uncomfortable  surroundings.  It  is  responsible 
for  the  child  labor  and  the  woman  labor  on  the  farms  in  the  South,  where  they  often 
labor  from  early  mom  till  late  evening  performing  manual  labor  beyond  their  power 
of  endurance  in  tilling  the  soil  and  gathering  the  crop.  It  has  often  made  it  impos- 
sible for  the  producer  of  cotton  to  own  sufficient  cotton  clothing  made  from  his  own 
product  and  manufactured  with  great  profit  by  spinners  who  would  pell  it  back  to 
him  at  a  coet  beyond  his  reach.  And  added  to  this  economic  depression  and  mental 
backwardness  the  people  of  the  South  were  forced  through  the  production  of  cotton 
to  become  the  defenders  of  slavery  and  are  so  until  this  day  condemned  by  the  think- 
ing world.  They  become  the  victims  of  a  n  indictive  peace  and  were  long  the  sufferers 
of  sectional  prejudice  even  from  their  own  national  government.  And  the  natural 
demand  that  cotton  should  be  grown  cheap  and  sold  cheap  has  forced  the  South  to 
appear  in  everlasting  defense  of  its  life  product  and  in  the  fatal  position  of  organizing 
within  the  country  an  ex  parte  government  for  iia  own  protection.  These  things 
funufh  the  answer  to  the  Question  why  the  South  is  poor  and  not  rich. 

In  the  light  of  what  has  been  said  afcove  the  following  extract  from  a  recent  address 
bv  Mr.  Richard  H.  Edmonds,  editor  of  the  Manufacturers  Record,  raises  a  question 
of  national  interest;  AVhere  has  the  enormous  sums  of  money  pouring  into  our  country 
ffiim  the  export  of  cotton  gone? 

"The  vital  relation  of  the  South's  cotton  to  the  business  life  of  America  is  shown 
in  the  simple  statement  that  b€»tween  1880  and  1914,  or  35  years,  the  total  value  of 
the  foreign  exportsof  raw  cotton  from  this  country  was  $10,843,1 14, (>37,  or  $2,282,887,437 
more  than  the  total  of  the  world's  gold  production  of  $8,5r)0.227,200  during  the  same 
period.  In  other  words,  if  every  ounce  of  gold  minpd  on  earth  during  that  35-year 
pmod  hatl  l)een  poured  into  America,  it  would  have  fallen  $2,282,887,437  short  of 
paying  America's  oill  against  Europe  and  Asia  for  our  raw  cotton. 
*  '•  During  the  10-year  period  of  1905  to  1914,  inclusive,  the  value  of  the  export  of 
raw  and  manufactured  cotton  and  cotton  seed  and  ita  products  aggregated  about 
15.700,000,000  as  a  contribution  to  our  foreign  trade.  From  the  discovery  of  America 
in  1492  to  1914,  the  total  production  of  gold  for  the  entire  world  was  $15*^690,000.000, 
while  the  total  value  of  the  South's  cotton  crops,  including  seed,  for  the  "5-year 
period,  1880-1914,  was  $18,164,000,000,  or  about  $2,500,000,000  more  than  the  value 
of  the  world's  gold  production  of  425  years,  from  1492  to  1914. 

"In  the  light  of  these  facts,  the  cotton  crop  should  be  regarded  not  as  a  sectional 
product,  but  as  a  national  product,  without  which  our  forei^i  trade  could  never  have 
attained  its  enormous  volume,  and  every  man  in  America  interested  in  the  Nation's 
welfare  should  be  enthusiastically  interested  in  the  whole  cotton  situation.  Not- 
withstanding these  facta  the  cotton  producers  have  never  since  1865  attained  a  fair 
measure  of  prosperity,  and  every  effort  to  secure  fairer  prices  for  them  has  been  vigor- 
oasly  a5«ailed  in  financial  and  manufactiu*ing  circles  of  the  East  and  of  England." 

Are  these  facts  not  enough  to  convince  the  cotton  producers  of  the  South  and  all 
other  buainessee  of  the  South  dependent  on  cotton  that  it  is  time  to  realize  the  funda- 
mental causes  that  have  always  made  cotton  a  low-priced  crop  in  the  past — the 
fundamental  evil  that  must  be  corrected  if  cotton  is  to  be  a  high-priced  crop  in  the 
future? 

One  reaaon  why  cotton  has  been  regarded  as  heretofore  a  cheap  crop  is  because  it 
^  been  made  with  cheap  labor;  it  has  brought  a  low  price  because  the  labor  that  pro- 
duced it  received  a  low  wage.  Again,  it  has  brought  a  low  price  because  it  has  been 
to  a  great  extent  a  child-labor  and  a  woman-labor  crop;  and  because  the  labor  which 
has  produced  it  has  lived  to  a  great  extent  under  ''slum  conditions."  We  have  talked 
about  the  evil  effects  of  child-labor  in  the  cotton  factories;  and  labor  leaders  in  such 
indufltries  are  wise  enough  to  see  that  child-labor  reduces  wages  for  all  adult  laborers: 
but  we  have  not  until  now  thought  enough  about  the  same  wage-reducing  effect  of 
child  labor  in  the  cotton  fields.  And  labor  leaders  and  welfare  workers  have  done 
much  to  do  away  with  "sweated  labor,"  poor  housin?  conditions,  crowded  slums  and 
tenements  with  their  evil  effects  on  city  industrial  workers:  and  almost  nothing  has 
been  said  until  recently  about  "sweated  labor"  and  the  slum-like  crowded  cabins  on 
^ulhem  cotton  farms  with  their  consequent  evil  effects  on  Southern  agricultural 
workers. 

We  shall  henceforth  be  unable,  and  even  if  we  are  able,  we  would  refuse  to  grow  an 
jyersupply  of  cotton  with  cheap  labor  in  order  to  buy  products  of  farmers  who  pay 
higher  wi^s  for  efficient  labor,  and  which  we  can  grow  for  ourselves.  That  cotton 
must  be  henceforth  a  "surplus  crop"  after  the  farm  has  l)een  made  "to  feed  itself"  is 
to  old  doctrine,  but  it  must  be  put  into  practice  if  we  are  ever  able  to  get  high-priced 
faw  cotton. 
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Intelligent  farmers  know  that  in  those  lines  of  farming  with  cheap,  inefficienl, 
ignorant  labor — as  in  our  *' one-crop  farming  " — there  is  no  profit.  It  is  only  when  th(^ 
farmer  understands  that  brains  and  skilled  intelligence  must  be  brought  into  ]?lay. 
that  profits  are  increased — as  for  example,  in  diversified  farming  and  stock-raising, 
and  that  the  price  of  cotton  will  be  missed. 

We  must  bring  about  a  higher  wage  scale  in  the  rural  South  that  will  attract  and 
hold  a  more  efficient  grade  of  labor  than  low  wages  will  ever  hold  or  command.  And 
we  must,  if  need  be,  "go  on  strike  "  against  raising  full  crops  of  cotton  until  the  woild 
is  willing  to  give  for  cotton  enough  to  enable  us  to  pay  this  higher  wage  scale. 

For  the  South  realizes  that  its  future  is  at  stake,  and  that  there  is  no  law,  either 
human  or  divine,  that  requires  the  producer  to  raise  cotton  and  sell  it  below  the  cofi 
of  production,  or  to  sell  it  merely  for  a  pittance  by  which  to  eke  out  an  existenfo. 
Most  assuredly  there  is  no  power,  either  legal  or  of  public  opinion  (Gov.  Allen  to  the 
contrary),  that  can  force  the  Southern  producer  to  raise  great  cotton  crops  lonper 
under  the  conditions  that  have  obtained  for  the  last  60  years.  Let  the  cotton  pn> 
ducers  once  clearly  realize  that  they  xx)88es8  a  natural  monopoly  and  that  by  umted 
harmonious  trustful  cooperation  they  can  alter  these  conditions,  and  they  woiild 
not  last  another  year.  The  manufacturer,  both  domestic  and  foreipi,  already  reaU^e 
this  power  of  the  cotton-producing  South,  and  understand  that  it  is  to  their  interest 
that  the  producer  shall  receive  a  just  profit  on  his  cotton.  But  the  manufacturer 
should  go  further  and  cooperate  with  the  producer  in  every  possible  way  to  remove 
the  unneceasarv  parasites  in  the  handling  of  cotton  who  have  long  prospered  and 
profiteered  on  the  miseries  of  the  producer;  he  should  morover  perform  his  utmost, 
m  self-interest  as  well  as  in  tlie  interest  of  the  producer,  to  bring  about  the  necessary 
reforms  in  the  handling  of  cotton,  in  etibilizing  its  price,  in  destro\ing  manipulators 
and  making  their  further  work  impossible,  in  allowing  the  law  of  supply  and  demard 
to  operate,  in  destroying  combines  formed  to  destroy  competition  and  drive  do^iMi 
prices.  He  should  clearly  understand  that  the  cotton  induptr\'  which  brings  tre- 
mendous profits  to  all  its  dixisions  except  the  producer  links  manufacturer  and  pri- 
ducer  in  mutual  interests  with  each  largely  dependent  upon  the  other,  and  he  should 
work  willingly  and  freely  to  improve  the  present  condition  of  the  producer.  Should 
the  present  conditions  continue  there  will  be  but  one  course  open  to  the  producer  and 
that  is  so  to  curtail  his  cotton  acreage  as  to  produce  so  small  a  crop  that  it  can  not  he 
manipulated  and  forced  on  the  market  at  a  criminally  low  price.  With  present  coii- 
ditions  unchanged  thousands  of  farmers  could  actually  buy  cotton  whicii  they  ordi- 
narily make,  for  future  delivery  cheaper  than  it  actually  costs  them  to. make  it,  since 
the  selling  price  based  on  all  factors  that  enter  into  the  cost  of  production  is  below  the 
actual  cost  of  production.  Should  the  producer  be  forced  to  adopt  this  course  the 
manufacturer  will  suffer  stupendous  losses,  and  will  have  to  answer  for  the  terrible 
sufferings  brought  to  the  consumer.  The  producer  is  now  determined  that  he  will 
no  longer  suffer  in  order  that  the  manipulator  may  accumulate  vast  fortunes  and  that 
every  line  of  the  cotton  industry  may  profit  except  the  produer. 

The  high  cost  of  living  has  attracted  world-wide  attention.  It  is  both  a  national 
and  an  international  problem.    The  profiteering  of  the  manipulators  of  the  food 

Products  of  the  world  threatens  to  overthrow  our  very  civilization.  These  criminal 
ave  reversed  the  law  of  supply  and  demand  and  hoarded  the  necessaries  of  life  for 
the  purpose  of  profiteering  on  the  miseries.  In  no  section  of  America  has  the  high 
cost  of  hving  worked  greater  hardship  than  in  the  South.  Cotton,  which  is  the  money 
crop  of  the  South,  regardless  of  the  law  of  supply  and  demand  is  not  permitted  to  move 
upon  an  open  market.  During  the  four  years  of  war  the  manufacturer  has  accumu- 
lated stupendous  profits  from  cotton.  To^iay  the  manufactured  product  is  being  sold 
at  a  price  that  would  clearly  justify  a  far  higher  price  than  is  being  paid  for  the  raw 
material.  And  yet  the  producer  is  forced  to  buy  his  food  products  and  his  clothine 
made  from  his  own  cotton  at  a  price  far  in  excess  of  the  price  paid  for  the  raw  material, 
o  it  of  wliich  he  must  get  his  means  to  live.  Furthermore,  the  South  is  buying  to-day 
t'le  necessaries  of  life  at  prices  far  above  those  justified  even  by  the  enormous  inflation 
in  the  currency,  while  at  the  same  time  she  is  selling  her  cotton  below  the  price  justi- 
fiel  by  this  huge  inflation  and  the  law  of  supply  and  demand.  On  this  subject  the 
figures  given  below  that  were  sec^ured  from  the  most  reliable  sources  in  America  will 
no  doubt  be  of  interest. 

Amount  of  currency  in  circulation  in  principal  countries  of  the 

world  before  the  war $8, 000, 000,000 

Amount  of  currency  in  circulation  in  principal  countries  of  the 

world  to-day 49,000,000,000 

Population  of  world  (estimated )  now 1, 800, 000, 000 

Bonds  if  sued  by  princ  ipal  countries  of  the  world  in  1913 40, 000, 000, 000 

Bonds  iesued  by  princ  ipal  countries  of  the  world  during  the  war 180, 000, 000, 000 

Total  of  bonds  in  force  m  principal  countiies  of  the  wond  to-day 220, 000, 000, 00t> 
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Inter^t  on  national  debt  of  principal  countries  of  world  before  the 

war $2,000,000,000 

Interest  on  national  debt  of  principal  countries  of  world  to-day 10, 000, 000, 000 

Taxes,  principal  countries  of  world  before  the  war 12, 500, 000, 000 

Taxes,  principal  countries  of  world  to-day 50, 000, 000,  OOO 

Bank  deposits,  principal  countries  of  world  before  the  war 25, 000, 000, 000 

Bank  deposits,  principal  countries  of  world  to-day 75, 000, 000,  OOO 

Some  months  ago  with  a  knowledge  of  the  great  inflation  of  money  and  credit  in 
sight  an  authority  on  economic  conditions  wrote  of  the  pending  situation  as  follows: 

"After  the  signing  of  the  peace  treaty,  when  the  world  turns  its  attention  to  com- 
merce, and  every  Government  in  the  world  is  planning  to  use  every  means  possible 
to  induce  the  people  to  become  as  intensely  busy  as  possible,  for  the  purpose  of  fur- 
nishing them  with  means  to  earn  a  livelihood  for  stopping  their  unrest,  for  furnishing 
them  with  revenue  to  pay  Government  taxes,  which  will  enable  the  Governments  to 
bedn  paying  for  their  enormous  war  debts,  it  is  then  that  the  prices  of  commodities 
will  soar.  It  will  be  impossible  for  America  not  to  become  intensely  wealthy.  One 
of  the  great  dan^rs  will  be  excess  in  wealth.  Many  commodities  are  far  below  a  fair  . 
price  based  on  inflation  and  demand.  Cotton  will  in  all  probability  show  a  greater 
rise  in  price  as  a  result  of  inflation  and  actual  demand  in  excess  of  supply  than  almost 
any  other  commodity. " 

But  cotton  not  only  did  not  bring  anything  like  a  fair  price  during  the  war  but  is 
by  no  means  bringing  it  now.  One  of  tlie  leading  officials  of  the  National  Spinners' 
.Association  in  a  public  address  stated  that  the  manufacturers  could  have  paid  30  cents 
per  pound,  basis  middling,  for  every  pound  of  cotton  since  1914  and  still  nave  made  a 
lair  profit.  A  leading  official  of  the  manufacturers  association,  one  of  the  most  reliable 
and  nigh- toned  gentlemen  in  America,  stated  that  the  mills  could  have  paid  75  cents 
per  pound,  basis  middling,  for  cotton  during  the  early  fall  of  1918.  Inquiries  sent 
recently  to  a  number  of  the  leading  manufacturers  in  various  sections  of  the  country, 
requesting  that  they  state  at  what  price  cotton  could  be  used,  basis  middling,  and  still 
show  a  faur  profit,  brought  replies  to  the  effect  that  mills  can  use  cotton  as  nigh  as  65 
cents  per  pound,  based  on  the  present  price  offered  for  the  manufactured  product 
and  still  make  a  fair  profit. 

It  is  known  that  great  fortunes  have  been  piled  up  in  all  of  the  industries  of  the  world 
except  that  of  farming  in  the  South;  but  when  the  farmer  in  self  defense  comes  to  the 
point  of  not  having  to  make  a  mortgage  in  order  to  get  money  he  is  called  a  profiteer 
and  has  to  be  hit. 

The  conditions  in  the  South  brought  about  by  the  causes  mentioned  above  can  no 
longer  be  tolerated.  With  the  removing  of  the  causes  the  conditions  will  inevitably 
change  for  the  better.  To  remove  these  causes  the  American  Cotton  Association  has 
been  organized.  It  proAddes  the  means  and  shows  the  way  to  accomplish  the  great 
task;  so  for  the  first  time  in  the  effort  of  the  South  to  improve  its  conditions  the  asso- 
ciation embraces  in  its  membership  southern  farmers,  merchants,  bankers,  business 
and  professional  men  and  with  its  projected  membership  of  1 ,000,000  men  from  these 
divisions  of  southern  economic  life  it  will  bring  the  South  into  its  own.  These  citi- 
zens constitute  the  m«Bt  useful  members  of  a  Commonwealth.  It  is  they  who  knit 
mankind  together  in  the  mutual  benefits  of  good  offices,  of  the  distribution  of  the  gifts 
of  nature,  ^o  find  work  for  the  poor  and  who  bring  wealth  to  the  diligent. 

This  great  organization  will  bring  an  altogether  nonfjartisan,  nonpolitical  commercial 
association  working  for  the  good  of  the  entire  South;  it  will  be  strongly  democratic  in 
form,  with  representatives  and  officials  in  every  school  district,  every  township,  every 
county  in  every  State  in  the  entire  cotton  belt.  It  will  revolutionize  every  phase 
of  economic  life  in  tlie  South.  It  has  alreadv  accomplished  great  good.  Through  its 
work  the  South  is  far  better  understood  to-day  than  at  any  time  within  the  last  60 
years.  A  world-wide  campaign  of  publicity  in  behalf  of  the  South  has  been  estimated 
that  through  its  influence  more  than  1500,000,000  has  already  been  saved  to  the  South. 

The  American  Cotton  Association  will  be  run  on  a  scientific  business  method.  It 
will  keep  representatives  in  every  cotton  consuming  country  of  the  world,  will  issue 
regular  reports  on  supply  and  demand  and  semimonthly  crop  condition  reports, 
probably  tne  most  accurate  ever  furnished.  It  will  publish  an  official  paper  edited 
ov  men  thoroughly  familiar  with  the  cotton  industry  and  various  allied  industries, 
which  will  be  distributed  free  to  all  of  its  members.  It  will  arrive  at  a  minimum 
price  for  cotton  based  upon  the  cost  of  production,  and  the  price  of  all  factors  entering 
into  the  cost  of  production  and  also  on  the  price  of  the  manufactured  product  after 
deducting  the  cost  of  manufacturing  and  making  allowance  for  a  fair  rpofit  to  the 
nianufacturer  and  on  the  price  of  other  commodities;  and  will  recommend  such  mini- 
mum price  at  r^ular  intervals  to  its  members.    Under  the  thorough  organization  and 
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direction  of  the  association  this  minimum  price  will  be  the  minimum  price  at  which 
cotton  will  be  sold  in  the  South.  The  acreage  to  be  planted,  based  upon  supply  and 
demand,  will  also  be  recommended  by  the  association,  in  order  that  only  sucn  acre^ 
shall  be  planted  as  will  supply  the  needs  of  the  world  at  a  reasonably  profitable  price 
to  the  producer,  and  not  to  fiuTiish  surpluses  of  cotton  which  have  been  heretofore 
used  to  beat  down  prices.  Other  land  will  be  planted  in  food  and  feed  crops.  Crops 
will  be  rotated  and  special  efforts  will  be  made  for  the  encoiu-agement  of  the  planting 
of  other  crops.  Soils  will  be  improved;  scientific  attention  will  be  given  to  seed 
improvement.  The  erection  of  warehouses  in  every  county  or  parish  in  the  cotton 
belt,  sufficient  to  warehouse  the  cotton  grown  therein  will  be  strongly  urged  and 
encouraged.  These  warehouses  will  be  owned  and  controlled  locally  and  operated 
under  the  State  or  Federal  warehouse  act.  Special  efforts  will  be  put  forth  to  change 
the  methods  of  handling  cotton  which  has  brought  enormous  loss  to  the  South  ((S 
the  last  60  years.  Cotton  will  be  sold  subject  to  acceptance  at  the  point  of  origin- 
Improved  ginning  and  baling  methods  will  be  encouraged,  and  an  effort  will  be  made 
to  secure  carload  rates  from  the  railroads  for  the  transportation  of  cotton.  Chan^  \ 
will  be  made  in  the  present  plans  of  financing  cotton,  such  as  the  formation  of  trade  i 
acceptances  corporations  and  foreign  export  corporations,  so  that  the  South  may  be  in 
a  position  to  market  its  crop  direct  to  the  manufactiuer  both  here  at  home  and  abroad. 
As  Governor  Harding  of  the  Federal  Reserve  Board  has  well  said: 

"We  have  for  years  been  accustomed  to  financing  the  growing  crop  and  of  recent 
years  we  have  learned  how  to  hold  our  crop  of  cotton  after  it  naa  been  ginned  and  baled, 
over  a  temporary  period  of  distress.  We  must  go  one  step  further  and  finance  it  untfl 
it  gets  into  the  hands  of  the  spinner. "  J 

Through  the  cooperation  of  southern  bankers  and  business  men  the  establishnieii 
of  such  trade  acceptance  corporations  is  being  brought  about;  and  in  many  countifli 
of  the  cotton  belt  a  system  of  warehouses  as  that  suggested  above  is  already  bei^ 
or^nized. 

The  -American  Cotton  Association,  through  friends  in  Congress,  is  now  pushing ri 
law  to  require  the  publication  by  the  Department  of  .Agriculture  of  acreage  abandoai 
ment  in  advance  of  the  marketing  of  the  crop;  this  will  be  eminently  fair  to  both  th^ 
producer  and  the  consumer,  for  the  acreage  abandonment  is  a  vital  factor  in  detefr 
mining  the  supply  of  cotton.  It  is  also  using  its  influence  to  secure  a  Federal  laff 
requirmg  the  Department  of  Agriculture  to  publish  at  regular  intervals  the  cost  dl 
manufacturing  a  pound  of  raw  cotton  into  the  finished  product,  and  another  laii 
which  will  bring  about  a  complete  change  in  the  publication  of  information  concerw 
ing  surpluses,  so  that  the  information  will  be  acceptable.  It  is  also  advocating  a  laa 
throughout  the  South  designated  "warehouses  of  delivery,"  in  order  that  the  buvefl 
of  contracts  on  the  New  York  Cotton  Exchange  can  demand  delivery  at  soutlieq 
warehouses. 

The  great  need  of  the  world  to-day  is  cooperation,  that  is,  working  together,  whicfe 
implies  friendship,  brotherhood,  mutual  confidence,  joint  endeavor,  mutual  s>'mpatM 
and  support.  The  organization  of  the  American  Cotton  Association  will  bring  thil 
to  pass  for  the  good  of  the  South  with  its  accompanying  blessings.  Our  campaign  i| 
not  for  to-day  alone;  it  is  for  the  future  also.  Unborn  generations  will  receive  te 
blessings  of  tne  success  of  our  work.  It  means  a  complete  new  South.  It  means  tfat| 
not  only  the  cotton  industry  but  all  the  various  alUed  industries,  in  fact  every  iaoi 
of  economic  life  in  the  South  will  be  vastly  benefited.  The  conditions  whicn  hsfd 
chained  the  South  in  commercial  slavery,  prevented  its  progress  and  pro6i>erity  aoC 
brought  suffering  to  millions  for  the  last  CO  years  will  be  removed.  Opportuni^ 
knocks  at  our  very  door.  Opportunities  were  never  so  great  and  so  numerous  as  thy 
are  in  the  South  to-day.  The  clarion  call  of  duty,  truth,  and  freedom  is  ringing  througfr 
out  our  southland.  The  door  will  be  opened  and  the  call  will  be  answered  by  the  aofli 
of  freedom;  and  this  generation  and  coming  generations  will  enter  into  a  heritagi^' 
which  will  make  their  fathers'  lives  look  poverty  stricken  in  coniparsion.  ^ 

We  may  dream  our  dreams  and  see  our  visions,  but  we  are  not  mere  dreamexs  fltf 
visionaries.  We  propose  no  impracticable  scheme  of  air  castles;  we  mean  to  bnilf 
on  the  firm  founoation  of  economic  reality  in  our  section  of  the  land  a  new  order  dl 
thin|^  which  is  altogether  possible  and  proper.  In  our  work,  however,  we  mean  ai 
all  tmies  to  strive  to  be  led,  guided,  and  actuated  by  the  truth  as  we  have  defined  il 
above. 

As  a  result  of  the  situation  we  also  appointed  committees  to  come 
to  Washington  and  study  the  situation.  We  decided  that  it  would 
probably  be  dangerous  for  us  to  take  part  in  the  World's  Cotton  Con- 
ference, because  it  would  likely  attempt  to  lay  before  the  producers 
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of  America  the  necessity  for  a  great  increase  in  production,  which 
might  result  in  an  enormous  increase  in  acreage  planted,  and  that  if 
we  took  part  in  the  proceedings  it  would  mean  we  were  indorsing 
their  action;  that  we  would  be,  m  effect,  sitting  over  a  can  of  powder. 

We  held  an  executive  session  and  the  matter  was  thoroughly  con- 
sidered. The  proceedings  were  taken  down  bv  a  stenographer.  I 
asked  them  to  refuse  to  take  part  in  the  world's  conference,  except 
upon  this  condition:  That  I  would  attend  the  World's  Cotton  Con- 
ference and  deliver  an  address  upon  the  necessity — the  necessity,  now 
mind  you — of  cotton  bringing  a  profitable  price  to  the  producer.  In 
other  words,  if  he  could  not  be  assured  that  he  would  get  a  profit 
for  his  cotton  when  produced,  there  would  be  decrea:sed  production. 

Second.  That  I  would  have  a  committee  on  supply,  distribution, 
and  prices. 

I  attended  the  World's  Cotton  Conference 

The  Chairman  (interposing) .  Where  was  that  held  ? 

Mr.  Wannamaker.  In  New  Orleans. 

The  Chairman.  When  was  it  held  ? 

Mr.  Wannamaker.  In  October,  1919.  I  attended  the  World's 
Cotton  Conference.  I  discussed  conditions  with  men  representing 
financial  interests,  representing  practically  all  lines  of  industry;  the 
proposition  that  was  giving  very  serious  concern  to  our  association, 
anci,  I  might  add,  to  every  man  in  America.  I  made  an  address  on 
"The  necessity  for  paying  the  producer  a  profitable  price  for  cotton." 
I  do  not  want  to  burden  your  record,  but  I  will  be  very  glad  if  the 
commission  will  permit  this  address  to  go  in  as  a  part  of  my  testimony, 
because  it  covers  the  subject  quite  fully. 

(The  address  referred  to  and  afterward  furnished  by  the  witness 
is  here  printed  in  full  in  the  record,  as  follows:) 

(Address  of  J.  S.  Wannamaker,  President  American  Cotton  Association,  before  World  Cotton  Conference, 
New  Orleans,  La.,  Oct.  13, 1919.] 

The  Necessity  op  Paying  the  Producer  a  Profitable  Price  for  -His  Cotton. 

The  curtain  of  ci\dlization — bo  far  as  our  knowledj^e  runs — lifts  on  the  shifting 
scenes  of  industries  promoted  by  tyrant  kings  and  carried  out  by  hordes  of  slaves. 

Biisiness,  as  we  understand  the  term  to-day — and  so  far  as  records  run — had  its 
beginning  somewhere  along  the  coast  of  Phoenicia,  which  was  a  little  strip  of  land 
about  150  miles  long  and  about  50  miles  wide. 

The  comparatively  few  people  who  lived  and  worked  along  this  little  strip  of  land 
controlled  the  industrial  markets  and  the  marine  business  of  the  entire  civilized 
vorld.  This,  perhaps,  is  the  most  man^nificent  and  the  most  extraordinary  illus- 
tration of  the  influence  of  business  in  building  a  nation  that  the  world  has  ever  seen. 

The  truth  that  stands  out  against  this  background  of  facts  is,  that  the  most  influential 
and  meet  important  nations  of  the  world  to-day,  and  during  all  the  days  that  have 
ever  been,  are  the  nations  that  are  activeljr  en^ged  in  commerce  and  business;  that 
it  may  be  held  that  the  hope  of  commercial  gain  has  done  nearlv  as  much  for  the 
cause  of  truth  as  even  the  love  of  truth,  so  that  commerce  links  all  mankind  in  one 
common  brotherhood  of  mutual  dependence  and  interests. 

Commerce  tend§  to  wear  off  those  prejudices  which  maintain  distinction  and  ani- 
DKsity  between  nations.  It  softens  and  polishes  the  manners  of  men.  It  unites  them 
by  one  of  the  strongest  of  all  ties — the  desire  of  supplying  their  mutual  wants.  It 
disposes  them  to  peace  hy  establishing  in  every  State  an  order  of  citizens  bound  by 
their  interest  to  be  guardians  of  public  tranquility. 

Following  this,  the  greatest  of  all  wars,  the  curtain  of  civilization  will  lift  upon  a 
period  of  the  greatest  commercial  activity  ever  known  in  the  world.  This  is  abso- 
lutely necessary  to  furnish  the  people  of  the  world  with  employment — *  'nature's 
physician  "—which  is  absolutely  essential  to  human  happiness.  We  realize  as  never 
before  that  indolence  is  justly  considered  as  the  mother  of  misery  and  discontent. 
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Then,  too,  the  nations  of  the  earth  miist  become  intensely  busy  for  the  purpoae  d 
paying  war  debta.  The  war  has  tau^t  us  many  lessons — among  them  it  would  seem 
that  we  have  disregarded  the  intention  of  nature  concerning  commerce. 

Nature  seems  to  have  taken  a  particular  care  to  disseminate  her  blessings  among 
the  different  regions  of  the  world,  with  an  eye  to  their  mutual  intercourse  and  tra^ 
among  mankind,  that  the  nations  of  the  several  parts  of  the  globe  might  have  a  kind 
of  dependence  upon  one  another  and  be  united  together  by  their  common  interesL 

Oi\ilation  itself  is  on  trial  to-day.  The  greatest  war  of  all  history,  the  World  War, 
is  followed  by  the  greatest  reconstruction  period  ever  known  to  man.  It  is  no  ordi- 
nary problem  which  confronts  us.  It  has  nothing  to  do  with  accommodating  to  a 
gradually  changing  social  and  industrial  status.  It  does  not  contemplate  mere  nuxli- 
fication  of  old  industrial  forms  to  changed  conditions.  It  has  no  concern  with  amend- 
ments to  existing  conditions.  Everjr  Government  in  the  world  should  meet  these 
conditions  by  a  complete  change  designed  to  better  the  conditions  of  mankind  as  a 
whole.  This  can  onlv  be  done  by  affording  opportunity  for  work,  by  putting  into 
operation  unrestricted  commerce,  so  that  the  people  of  the  world  can  be  clothed  and 
fed.  Once  civilization  through  the  Governments  of  the  world  puts  into  operatioo  a 
concentrated  and  united  effort  along  these  lines,  one  of  the  great  causes  of  discontent 
and  war  will  be  removed.  As  long  as  there  is  restraint  of  trade  these  conditions  will 
continue,  and  the  alternative  to-day  is  industrial  reform  or  ruin.  If  we  refuse  the 
one,  the  other  shall  surely  compel  us.  We  are  to-day  reaping  every  seed  that  has 
been  sown. 

''In  language  so  clear  that  the  imleamed  and  the  young  can  understand,  the 
Savior,  in  the  parable  of  the  wheat  and  the  tares,  shows  that  all  along  the  journey 
of  life  mankind  are  sowing  seed  of  some  kind,  which,  at  the  end  of  the  life,  is  going 
to  produce  a  harvest,  the  sure  outcome  of  the  kind  of  seed  sown.  Nature  is  inflexible 
in  certain  results,  founded  and  fixed  by  the  great  Creator  of  nature  and  her  laws. 
What  the  farmer  sows  he  will  be  sure  to  reap.  Never  yet  since  the  world  began  have 
men  gathered  grapes  from  a  bush  of  thorn,  or  figs  from  a  tuft  of  thistles.'' 

The  most  important  i^sue  that  faces  the  cotton  world  to-day,  and  one  of  the  in<^ 
important  i-eues  facing  the  entire  commercial  world,  is  the  immediate  need  of  a 
marked  and  permanent  increa^^e  in  the  output  of  American  cotton.  The  World  Cotton 
Conference  will  certainly  have  to  face  this  issue.  If  it  does  not,  its  work  will  mean 
but  little,  ap  the  immediate  and  permanent  increase  in  the  output  of  American  cotton 
is  supreme  above  every  other  interest  that  now  concerns  the  cotton  world.  This 
increase  can  only  be  accomplished  by  cooperation  between  the  manufacturer  and  the 
producer,  by  a  complete  change  in  the  many  antiquated  methods  of  the  handling  o{ 
cotton,  and  by  a  great  increase  in  the  price  paid  to  the  producer  for  his  cotton. 

There  is  no  pn)duct  which  will  be  more  affected  by  the  World  War,  by  the  condition 
growing  out  of  it,  than  cotton.  It  is  computed  that  nine- tenths  of  the  clothing  of  the 
inhabited  world  is  made  of  cotton,  and  that  out  of  the  world^s  population  of  1,800,000,000 
only  500,000,000  are  completely  clothed,  750,000,000  are  only  i^rtially  clothed,  and 
550,000,000  are  without  clothing  of  any  description.  To  provide  clothing  for  the 
human  race,  it  i^  calculated  that  50,000,000  bales  of  cotton,  or  15J  pounds  for  ever)' 
human  being,  will  be  required  each  year.  The  world's  consumption  of  cotton  to-day 
i-^  approximately  23,000.000  bales,  and  of  this  during  the  last  decade  the  American 
crop  average  d  about  13,000,000  bales.  It  is  predicted  that  there  will  be  an  enormously 
increased  demand  for  cotton  as  a  result  of  changes  growing  out  of  the  war;  that  in  a 
few  years'  time  the  world's  spinning  trade  will  require  annually  above  30,000,000 
bales  of  cotton. 

We  are  entering  upon  a  period  of  intense  acti\'ity.  Factories  are  being  erected 
and  spindles  added  for  the  purpose  of  meeting  the  additional  demand  for  cotton 
goods.  The  world  is  hungry  for  cotton.  The  supply  of  cotton  goods  has  been  steadily 
wearing  out  for  five  years,  and  now  the  world  must  be  reclothed  just  as  it  must  be  fed 
in  its  famished  condition.  The  cotton  manufacturers  have  enjoyed  a  period  of  intenae 
prosperity;  cotton  mill  stocks  are  in  demand  at  enormous  premiums.  One  of  the 
leading  cotton  manufacturers  of  America  recently  stated: 

"Jt  would  be  a  matter  of  almost  human  impossibility  to  supply  the  wants  of  the 
world  for  manufactured  cotton  goods  for  the  next  25  years,  even  provided  the  raw 
material  can  be  secured,  except  by  a  tremendous  increase  in  the  creation  of  new 
factories  and  the  adding  of  8]>indles.  However,  even  with  these,  it  will  be  extremely 
hard  to  supply  the  pressing  wants  of  the  world." 

The  increase  in  the  world's  population  and  the  increased  use  of  cotton  in  other 
products  indicates  that  normal  conditions,  once  restored,  must  be  maintained  by 
an  annual  increase,  if  the  world's  economic  life  is  to  be  kept  on  a  sound  basis.  The 
growing  cotton  crop  will  be  the  shortest  in  the  last  decade.  This  added  to  the  surplus 
of  spinnable  cotton  brought  over  from  last  year  will  fail  to  supply  the  world's  demmds. 
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Before  cotton  can  be  secured  from  the  1920  crop  we  will  face  an  absolute  exhaustion 
f  raw  cotton.  In  addition  to  this,  we  must  have  the  largest  crop  next  year  ever 
reduced  to  fill  pressing  demands  and  prevent  suffering  on  the  part  of  the  consumers 
f  cotton  goods.  A  small  crop  would  mean  idle  spindles  and  great  loss  to  the  manu- 
loturer. 

It  is  obvious  that  production  must  be  increased  in  all  lines,  but  especially  in 
otton.  To  increase  the  American  output,  the  work  in  the  production  of  cotton  must 
e  made  more  attractive  to  the  laborer  than  work  in  the  production  of  any  other 
roduct.  Ibis  means  in  the  last  analysis  that  the  consumer  must  finally  pay  a  price 
ell  above  any  recorded  since  the  war  began.  The  producer  realizes  his  patriotic 
uty  to  produce  and  is  anxious  and  ready  to  perform  fiis  every  duty,  but  he  will  no 
)iiger  produce  except  at  a  profitable  price.  He  is  anxious  to  cooperate  with  the 
lanufacturer  and  feels  that  their  interests  should  be  mutual,  that  much  of  his  trouble 
nd  adversity  to^iay  is  chargeable  to  the  army  that  stands  between  him  and  the 
lanufacturer,  claiming  an  enormous  toll  from  his  product.  The  price  the  producer 
rill  demand  will  be,  in  my  iudgment,  at  least  50  centa  per  pound,  basis  middling, 
r  more.  A  price  less  than  this  would  render  other  crops  more  profitable  and  would 
lean  the  certainty  of  another  small  crop. 

This  opinion  is  based  upon  the  estimated  cost  of  production  for  the  growing  of  cotton, 
he  price  of  other  crops  that  can  be  produced  on  the  same  lands,  and  the  marked 
hange  in  labor  conditions.  Anything  that  threatens  to  interfere  with  a  marked 
ncrease  in  the  supply  of  American  cotton  under  existing  conditions  is  positively  a 
lenace  to  the  welfare  of  the  human  race.  The  old  day  of  low-price  labor  and  low- 
est cotton  has  gone  forever.  The  old  economic  claims  of  the  all-cotton  system  have 
leen  broken  and  gone  to  the  scrap  heap,  never  again  to  be  forged. 
It  is  said  that  necessity  is  the  mother  of  invention.  As  a  matter  of  patriotism  first, 
ind  next  as  a  matter  of  necessity,  the  cotton  producer  planted  largely  his  lands  during 
lie  war  in  food  and  feed  crops.  The  result  has  been  startling.  The  doctrine  that 
tts  been  preached  to  the  producer  for  the  last  60  years  has  been  put  into  practice, 
fhe  possibilities  of  the  soils  of  the  South  and  the  necessity  of  diversified  farming  have 
>een  startUngly  illustrated.  The  famous  words  of  Henry  W.  Grady,  that  brilliant 
Ottthertier.  who  was  one  of  the  first  great  exponents  of  the  New  South,  uttered  some 
K)  years  ago,  have  at  last  borne  fruit: 

'No  one  crop  will  make  a  people  prosperous.  If  cotton  holds  a  monopoly  under 
londitions  that  make  other  crops  impossible,  or  under  conditions  that  make  other 
crops  exceptional,  its  dominion  will  be  despotism.  Whenever  the  greed  for  a  money 
crop  unbalances  the  wisdom  of  husbandry,  the  money  crop  is  a  curse.  WTien  it  stim- 
alates  the  general  economy  of  the  farm  it  is  the  profit  or  the  farm.  The  soil  that 
produces  cotton  invites  the  grains  and  the  grasses,  the  orchard  and  th^ine.  Clover, 
com.  cotton,  wheat,  and  barley  thrive  in  the  same  inclosure;  the  peach,  the  apple, 
the  apricot,  and  the  Siberian  crab  in  the  same  orchard.  Herds  and  flocks  graze  10 
months  every  year  in  the  meadows  over  which  the  winter  is  but  a  passing  breath 
ndin  which  spring  and  autumn  meet  in  summer's  heart.  Sugar  cane  and  oats,  rice 
Mui  potatoes,  all  come  together  under  our  skies.  To  raise  cotton  and  send  its 
princely  revenues  to  the  West  for  supplies  and  to  the  East  for  usury  would  be 
*  misfortune  if  soil  and  climate  forcea  such  a  course.  When  both  inWte  inde- 
pendence, to  remain  in  slavery  is  a  crime.  To  mortgage  our  farms  for  the  money  with 
which  to  buy  meat  and  bread  from  western  cribs  and  smokehouses  is  folly  unspeak- 
able." 

Now,  the  South  has  made  great  strides  in  tlie  past  10  years  because  she  has  seen  a 
peat  light.  The  acreage  and  production  of  corn,  oats,  wheat,  peanuts,  velvet  beans, 
hay,  sweet  potatoes,  and  Irish  potatoes,  and  the  production  of  nome  gardens  have  all 
increaaed  very  wonderfully  in  the  past  decade.  The  number  of  hogs  in  Florida  has 
incr^aed  86  per  cent  since  1910,  in  Mississippi  76  per  cent,  in  Alal^ama  75  per  cent, 
and  in  Georgia  70  per  cent.  The  number  of  beef  cattle  in  Alabama  has  increased 
?^  per  cent.  The  increase  in  dairy  cows  in  Mississippi  the  last  10  years  is  41,000, 
in  Ixmisiana  33,000.  These  few  figures  are  pven  as  slight  examples  of  the  progress 
naade  toward  a  safer  and  better  balanced  amculture.  The  boll  weevil  which  threat- 
ened to  devastate  the  cotton  fields  of  the  South  has  proven  almost  a  blessing  in  dis- 
pose, and  hence  she  is  fact  building  the  fortifications  to  defend  herself  against  the  boll 
^ee\'il,  the  pink  bollworm,  the  leaf  worm,  the  root  knot,  and  the  wilt,  the  war,  the 
shortage  of  labor,  and  all  these  other  things,  by  producing  corn  and  hogs,  poultry  and 
®g^ gardens,  small  grain,  cattle,  milk,  and  many  other  things. 

Throughout  the  length  and  breadth  of  the  entire  South,  into  the  remotest  rural 
^Iwtncta,  to-day  the  cost  of  the  false  economic  conditions  under  which  the  southern 
<»tton  producer  has  been  laboring  is  understood  as  never  before.  He  realizes  that 
cotton  growing  is  sectional.    Its  use,  like  sunlight,  reaches  the  farthest  clime.    The 
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world  demands  it.  and,  like  sunlight,  the  world  demands  it  cheap.  Cotton,  fabulouj 
in  its  beneficences,  is  a  curse  onlv  to  the  section  which  produces  it.  Cotton  brwrlil 
the  slaves  from  the  East  to  the  South  at  a  price  that  was  productive  of  intemwml 
strife  and  of  civil  war.  Cotton  made  the  South  the  defenders  of  slavery,  tlie  der«4icti 
of  agriculture,  the  victims  of  a  vindictive  peace,  and  consigned  them  to  a  secti"Da 

f>rejudice  in  the  country's  government.  The  unnatural  demand  that  cotton  phmili 
)e  grown  ch^^ap,  and  sold  cheap  placed  the  South  in  everlasting  defense  of  it5  lift 
product,  and  in  the  fatal  position  of  organizing  within  the  Government  an  ex  part 
government  for  its  own  protection.  All  of  these  things  have  made  the  South  po« 
not  rich.  That  the  South  is  poor,  the  poorest  section  of  the  United  States,  is  f'ti 
denced  by  the  tax  assessments  of  the  Government,  in  the  calls  for  the  Liberty  If^ 
Y.  M.  C.  A.,  Red  Cross,  and  other  Government  demands  on  the  loyalty  and  abilit 
of  the  people.  The  South  was  assessed  the  least,  not  because  they  were  the  lea.i 
loyal,  but  because  they  had  the  least  money.  The  section  which  has  made  the  tm 
out  of  cotton,  more  out  of  it  than  the  growers.  New  England,  was  aseeased  more,  m 
because  they  were  more  loyal,  but  because  they  had  more  property. 

Concerning  the  poverty  of  the  South,  bank  deposits  might  be  considered  as  anotb'* 
index  of  wealth  and  prosperity  in  other  sections.    By  examination  of  the  report  d 
the  Comptroller  of  the  Currency  issued  in  June,  1918,  from  all  State  and  natiooi 
banks,  we  find  that  the  individual  deposits  in  the  banks  of  the  11  cotton  States  amount 
ed  to  $2,21 1 .403.000.    If  the  individual  deposits  in  the  banks  in  the  States  of  MinnesoU 
Iowa.  South  Dakota,  Nebraska,  and  Kansas  are  taken,  we  find  they  amount  to  $2,246, 
896,000:  in  other  words,  the  bank  deposits  of  5  States  in  the  Northern  wheat  cm 
and  pork  producing  section  equal  the  entire  bank  deposits  of  the  11  cotton  kStaH 
In  no  case  do  the  bank  deposits  of  any  cotton  State,  except  Texas  alone,  eaual 
bank  deposits  of  Kansas,  Nebraska.  Iowa,  Minnesota,  Wisconsin,  Michigan,  lllii 
Indiana,  or  Ohio  in  June,  1918.    The  bank  deposits  of  Ohio  and  Illinois  on  that( 
were  more  than  the  bank  deposits  of  the  11  cotton  States.     It  probably  is  not  fair 
take  the  bank  deposits  in  national  banks  alone,  but  we  have  later  figures  for  lh( 
showing  that  on  March  4,  1919,  after  the  cotton  crop  of  the  last  year  was  markets 
and  sold  to  a  considerable  degree,  the  national  bank  deposits  of  the  II  cotton  Stal 
did  not  equal  the  national  bank  deposits  of  six  Northern  States,  including  Michi^ 
Wisconsin.  Minnesota.  Iowa,  Nebraska  and  Kansas:  and  here  again  in  no  case  do 
national  bank  deposits  of  March  4,  1919,  of  any  cotton  State,  except  Texas  and  Okli 
homa.  equal  the  bank  deposits  of  Ohio,  Indiana,  Illinois.  Michigan,  Wisconsin.  Mia 
nesota.  Iowa,  Nebraska,  or  Kansas. 

The  production  of  cotton  brought  the  fearful  reconstruction  period  to  the  South 
The  conditions  in  Europe  to-day  are  not,  as  a  whole,  as  desperate  by  any  manner  a 
means  as  we^ihe  conditions  in  the  South  at  the  close  of  the  Ci\'il  War.  The  SoutI 
had  fought  four  years  against  overwhelming  odds.  Every  bond  and  every  doUi 
issued  in  the  payment  of  war  expenses  were,  by  the  terms  of  readmiasion  to  the  Ynm 
repudiated.  The  loss  of  the  South  in  men  and  in  money  was  in  proportion  to  populi 
tion  and  wealth  equally  as  great  as  the  loss  in  Europe.  The  Soutn  had  14  years  6 
endure  a  condition  in* many  respects  surpassing  that  from  which  Europe  is  suffering 
But  the  South  rallied.     It  never  cringed,  and  it  never  whined. 

The  price  of  cotton  was  based  upon  slave  labor;  starvation  wages.  The  agricultun 
labor  of  the  South  is  in  the  process  of  a  readjustment.  What  does  this  new  alignmt'D^ 
mean  and  to  what  extent  ana  how  will  it  affect  the  price  of  farm  products?  The  answw 
to  these  most  important  questions  is  revealed  in  the  increasing  items  of  comfort  whidi 
the  alignment  is  adding  to  the  living  conditions  of  the  laborer.  A  careful  figuni< 
of  the  rations  indicat<*s  that  the  cost  of  living  on  account  of  this  increase  in  comfcrt 
will  be  increased  eight  times  more  than  it  was,  say  25  years  ago.  On  some  items  th« 
ratio  really  figures  much  higher  than  this  average. 

Let  u3  take  as  illustration  the  items  of  food,  clothing,  and  housing.  The  laborer 
is  not  only  demanding  a  decided  improvement  in  the  quality  of  theee  necessitiee,  but 
a  very  decided  increase  in  the  quantity  also.  For  instance:  A  family  of  four— man, 
wife,  and  two  children — under  the  olii  regime  were  issued  four  pounds  of  meal* 
week,  mostly  for  the  use  of  the  man.  It  cost  about  32  cents.  Now  they  are  demandini; 
sufficient  for  all  the  family— 10  pounds.  It  costs  about  $3.50.  Such  a  family  in  that 
era  got  two  pairs  of  brogan  shoes  a  year.  They  cost  about  |1.50  per  pair— total  fj- 
Now  they  want  two  pairs  brogans,  two  pairs  for  Sunday  wear,  two  pairs  for  the  chil- 
dren— pix  pairs  in  all.  They  will  cost  around  $28.  As  to  clothing,  the  man  got  one 
woolen  suit  about  every  two  years  in  the  old  days.  It  cost  around  |8,  or  an  avera^ 
of  $4  each  year.  Now  he  wants  at  least  one  suit  every  year,  costing  about  $25,  ^iui 
the  probability  of  it  averaging  more.  The  same  ratio  applies  to  the  clothing  for  lh« 
wife  and  children.  Such  a  family,  under  the  old  conditions,  lived  in  a  one-rooffi 
log  cabin,  built  without  brick,  glass  T^dndows,  screens  or  ceiling — it  cost  approixs 
mately  $50.    They  are  demanding  now  a  house  with  eeveral  rooms,  brick  chimneys, 
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windows,  screened,  and  ceiled  throughout.    Such  a  houee  will  cost  now  about 

Cotton  production  in  the  South  has  forced  the  employment  of  women  and  children 
^  the  cotton  fields,  regardless  of  hours  and  age.  By  the  last  census,  84.94per  cent  of 
1  women  engaged  in  agriculture  were  located  in  the  11  cotton  States,  miere  Iowa 
ihr  had  a  little  over  9,000  women  scheduled  as  engaged  in  agriculture  by  the  last 
tosus,  Texas  had  184,000,  and  Mississippi,  Alabama,  and  Georgia  more  than  200,000 
eh.  The  tenant's  wife  and  the  Negro  tenant's  wife  and  daughter  work  in  the  field 
ibg  the  hoeing,  the  chopping,  and  the  picking.  We  know  that  the  world  wants 
eap  cotton  to  clothe  its  nakedness,  but  may  God  forgive  the  man  who  wants  it  at 
B  price  of  women's  labor  and  children's  labor  in  the  cotton  fields.  Those  of  us 
Id  have  loved  the  South  because  of  its  possibilities,  who  have  realized  the  wrongs 
EtB  past  history,  and  who  have  devoted  long  days,  months,  and  years  of  hard  work 
blp  solve  its  difficult  and  intricate  problems  in  order  that  it  might  be  a  stronger, 
br,  and  better  agricultural  part  of  this  great  Nation,  have  dreamed  of  a  chan^  of 
nomic  conditions  which  would  put  the  southern  farm  woman  on  a  better  basis  in 
r relation  to  production  and  the  farm  home. 

la  a  result  of  cotton  production  in  the  South  the  producer  has  been  forced  to  become 
wnmercial  cannibal,  this  being  absolutely  necessary  to  enable  him  to  exist;  he 
boyed  his  forestry;  fleeced  his  soils  of  their  fertility;  existed  on  his  natural  assets, 
ffing  to  himself  and  his  family  reasonable  hours  of  work,  proper  working  condi- 
i,  a  decent  home,  and  the  opportunity  to  play  and  learn.  Existence  upon  the 
le  paid  for  cotton  by  the  mampulator  for  the  last  60  years  has  brought  conditions 
fce  rural  sections  of  the  South  that  have  failed  to  attract  any  immigration  to  the 
Do-^wing  section;  ha\e  driven  the  white  man  to  other  employments,  and  are 
a  dnmg  the  Negro  to-day  into  other  fields  of  work. 

id  it  not  been  for  the  production  of  cotton  in  the  South,  the  South  would  have 
I  the  great  granary  and  stock-raij-ing  center  of  America;  would  have  had  great 
Hftj  and  also  large  mining  centers;  and  would  have  had  a  dense  white  population, 
id  it  not  been  for  the  planting  of  cotton  in  the  South  and  the  false  economic  con- 
ns resulting  therefrom  this  would  have  been  the  richa-t  and  mo^t  populous  part 
Berica.  It  would  have  been  the  center  of  the  Nation's  induFtrial  activities;  the 
er  of  diversified  farming,  and  it  would  surpass  in  wealth  both  the  Eastern  and 
fral  Western  States.  We  had  the  soil,  and  we  ttill  have  the  climate  and  the  natural 
Brces.  We  wa  ted  much  of  our  soil  by  the  one-crop  system  without  rotation.  We 
fe  natural  advantages  surpasning  thoee  of  any  other  equal  area  in  the  world.  We 
B  yielded  up  the  most  priceless  heritage  of  natural  advantage^  ever  given  to  any 
)feon  earth  through  our  t^lavery  to  the  one  crop,  cotton,  this  being  due  to  the  fact 
the  price  ha^  been  absolutely  set  and  dominated  by  the  buyers  and  the  producer 
lever  been  allowed  a  voice  therein. 

te  growing  cotton  crop  is  the  most  costly  ever  grown  in  the  South.  Never  again 
we ?ee  cheap  labor.  Owing  to  a  wholly  erroneous  estimate  by  the  pullic,  cotton 
fclwap  occupied  a  false  position  in  the  economic  life  of  the  South.  This  has  been 
to  the  habit,  inherited  from  the  r^ime  of  slavery,  of  not  charging  the  crop  up 
i  the  expense  involved  in  its  production  in  keeping  with  what  sound  business 
B  demands.  In  the  South  cattle,  sheep,  hogs,  corn,  oats,  potat^)es,  and  other 
^icts,  reprraenting  millions  of  dollars  in  value,  have  been,  and  continue  to  be, 
wmed  each  year  on  the  farms  upon  which  they  are  grown.  Where  half  of  the  area 
tvated  is  in  cotton,  the  consumption  of  fully  75  per  cent  of  these  products  is  made 
l?aiy  by  the  cultivation  and  harvesting  of  the  cotton  crop,  that  being  about  the 
SB  of  labor  whic  h  cotton  requires.  I  n  other  words,  if  it  had  not  been  for  the  cotton 
*i  "5  per  cent  of  these  products  consumed  could  have  been  sold  for  cath  and  would 
^become  a  liquid  asset  of  the  farmer.  The  fact  that  machinery  can  be  used  in  both 
caltivation  and  harvesting  of  most  of  thece  other  products  accounts  very  largely 
"is  excels  against  cotton.  But  cotton  is  a  hand-made  product.  Until  very  recent 
S  not  a  dollar's  worth  of  these  products  were  ever  charged  up  to  cotton,  or  was 
^Y  regarded  as  a  part  of  the  expense  in  its  production.  Thousands  of  women 
|Children,  white  as  well  as  black,  have  worked  in  the  cotton  fields,  the  major  part 
wm  under  the  most  wretched  conditions  of  poverty,  yet  for  the  better  part  of 
fa  century  their  labor  was  not  ever  considered  as  an  item  of  expen:se  in  growing 
^. 

*J«€d,  there  are  still  to  be  found  some  people  who  figure  that  cotton  can  be  grown 
'»^  cost,  frankly  basing  their  estimates  on  this  slavery  of  women  and  children  as  a 
^  fwm  of  labor.     Thia  habit,  inherited  from  slavery  days,  of  giving  cotton  the 

"  r  became  crystallized  into  the  conventional 

ess  authoritative  and  has  to  a  considerable 

expression  of  opinion  regarding  the  cost  of  production. 
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The  fact  is,  a  strict  accounting  so  raised  the  cost  of  production,  as  compared  with  ih< 
views  based  upon  the  slipshod  methods  of  the  past — the  real  basis  for  the  convention 
view,  that  students  from  a  fear  of  criticism  were  for  a  long  time  actually  reluctant  t^ 
announce  the  result  of  their  calculations,  although  their  findings  were  clearly  justifie 
by  the  rules  of  sound  bookkeeping,  and  also  by  recognized  mcts  as  to  the  value  c 
the  products  consumed  in  production.  The  following  figures  are  based  upon  a  20-aa 
cotton  farm,  per  estimate  of  W.  W.  Morrison,  one  of  me  leading  experts  on  the  co6t( 
production  in  this  country: 

Estimated  cost  of  cotton  cropf  1919. 

Rent,  20  acres  land,  $7.50  per  acre $130. C 

Rent  one  plow  animal : 65.( 

Feed  of  plow  animal 27i*.( 

Ginning  9,600  pounds  seed  cotton,  at  30  cents  per  100  pounds 29. f 

Transportation  farm  products  and  supplies 30.( 

Deterioration  of  farm  implements 20.  ( 

Labor  ,  1  man,  1  year,  at  $75  per  month 900.  ( 

Extra  labor,  hoeing  over  crop  3  times,  75  days,  $2.50  per  day 187.  ? 

Picking  9,600  pounds  seed  cotton,  $1.50  per  100 144.C 


Gross  expense 1, 8(M. 

Less  ^  tons  seed,  at  $90  per  ton 288.< 


Net  total 1,516.3 

20  acres;  160  pounds  per  acre;  3,200  pounds  lint;  net  expense,  $1,516.30;  c« 
47,  47  j  cents  per  pound. 

The  current  prices  on  which  this  statement  is  based  can  be  too  easily  aacertained 
make  any  discussion  of  the  items  in  detail  necessary.  It  mav,  however,  facilitate  i 
vestigation  to  state  that  the  scientific  feed  for  one  plow  animal  for  one  year  ifi  53  busbi 
of  com,  53  bushels  of  oats,  and  3  tons  of  hay.  This  costs  the  consumer  for  com,  $2  p 
bushel;  oats,  $1  per  bushel;  hay,  $60  per  ton  for  number  one  timothy.  The  eetum 
is  based  on  country  hay  at  $40  per  ton.  Labor  is  also  based  on  a  wage  of  $75  per  moni 
or  $2.50  per  day.  Much  evidence  in  the  hands  of  the  writer  indicates  that  it  ml 
average  $3  per  day  for  the  year.  The  evidence  also  indicates  that  picking  may  aveiaj 
$2  instead  of  $1.50  for  the  season.    No  charge  for  fertilizer  is  included  in  the  abot 

The  following  estimate  as  to  the  cost  of  production  is  taken  from  the  South  Atlant 
States,  where  commercial  fertilizer  is  usckI: 

(In  a  large  number  of  the  South  Atlantic  States  Grerman  potash  is  indlspendali 
for  the  production  of  cotton.  The  nonuse  of  this  potash  for  the  last  four  years  h 
proved  very  injurious  to  the  soil  and  it  will  require  years  to  rebuild  the  vitality  of  tl 
soil  so  as  to  produce  a  normal  yield  of  cotton.) 

Cost  of  cotton  production  illustrated  on  a  l-norse  farm  of  27  acres: 

Fertilizer: 

6}  tons  fertilizer  8-3-2,  at  $58 : $39Li 

1  ton  nitrate  soda 9(H 

Labor: 

One  plow  hand,  12  months,  at  $40 $480.1 

Hoe  labor,  18  acres,  at  $2.25 4a  J 

Extra  labor,  gathering  com,  hay,  etc 50.  ( 

Picking  10  bales  cotton,  at  $1 .20  per  hundred 12ai 

18  bushels  planting  seed,  at  $2 36.1 

10  per  cent  depreciation  on  $600  equipment 60.( 

Incidental  expenses 30.1 

Ginning,  bagging,  and  ties,  10  bales 50.C 


Total 1,348.0 


Income: 

7  bales,  400  pounds  each,  at  30  cents 840. 0 

240  bushels  cotton  seed,  at  $1 240  0 


i.osao 


Net  loss 26S.0 
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Even  basing  the  cotton  at  50  cents  a  pound,  income  from  this  cotton  would  be 
11.400  instead  of  $840,  at  30  cents,  a  difference  of  $560,  and  subtracting  the  net  loss 
»f  1268  would  leave  the  farmer  at  50  cents  per  pound  a  net  income  of  only  $292  for  the 
rear's  work. 

It  is  absolutely  necessary  that  the  producer  receive  a  profitable  price  for  his  cotton 
h&t  will  enable  him  to  rebuild  rural  conditions  so  as  to  attract  and  hold  his  labor. 
V  census  of  white  homes  of  cotton  producers  taken  consecutively  at  various  sections 
if  the  cotton  belt  proved  the  absolute  necessity  of  this.  This  investigation  brought 
0  light  that  there  was  running  water  in  only  5  per  cent  of  these  homes;  only  4  per 
'ent  of  the  homes  had  lights,  either  acetylene  or  electric;  only  2  per  cent  contained 
ewerage.  Five  hundred  negro  homes,  of  course,  showed  the  absolute  absence  of  any 
if  these,  but  it  further  showed  the  fact  that  it  will  require  the  expenditure  of  billions. 
rhe  white  man  returning  from  service  has  brought  a  new  \Tsion.  lie  will  no  longer 
derate  the  deplorable  conditions  that  have  existed  for  the  last  CO  years.  Unless 
»tton  brings  a  price  that  will  change  these  conditions  he  will  refuse  to  return  to  the 
lotton  farm.  The  Negro  comes  back  with  a  different  viewpoint.  He  refuses  to 
onge^  5  i'k  employment  in  producing  cotton  under  existing  conditions.  He  is  accept- 
ng  more  comfortable  surroundings  and  larger  remunerations  which  are  freely  offered 
0  Mm  in  other  lines.  This  is  resulting  in  the  spread  of  discontent  throughout  the 
•ntire  cotton  belt  and  is  bringing  about  a  great  shortage  of  labor. 

Referring  to  the  increase  in  the  price  of  the  staple  products  consumed  in  growing 
»tton,  the  following  make  up  the  major  part  of  this  cost:  Bacon,  dry  salt  ri&,  lard, 
XffD  meal,  flour,  oata,  com,  sheeting,  ticking,  calico,  plaids,  osnaburgs,  and  fruit  of 
ihe  loom.  Retail  merchant's  books  and  local  market  quotations  approximate,  with 
much  more  accuracy  than  any  other  records,  the  price  the  growers  of  cotton  have  to 
pay.  These  records  show  that,  from  1913  to  May,  1919,  the  price  of  these  conmiodities 
advanced  273  per  cent,  most  of  it  during  the  "last  20  months.  As  labor  makes  up, 
»cccffdin§  to  the  best  authorities,  about  50  per  cent  of  the  cost,  these  figures  show  an 
increase  m  the  cost  of  growing  cotton  during  this  period  of  256  per  cent,  or  34.50  cents 
per  pound.  In  other  words,  cotton  to-day  would  have  to  sell  at  48.06  cents  per  poimd 
to  bear  the  same  relation  to  the  expense  involved  in  its  production  that  it  bore  in  1913, 
when  the  average  price  was  13i  cents.  These  figures  point,  with  a  fair  degree  of 
precision,  to  a  loss  of  more  than  a  billion  dollars  on  the  indicated  crop,  if  it  should  be 
sold  at  the  current  price  of  future  contracts.  Yet  the  public,  in  the  South  as  well  as 
in  the  North,  is  always  keyed  up  over  the  crop  reports,  while  what  the  cotton  is  going 
to  cost  is  either  neglected  or  ignored. 

High  prices  of  cotton  as  compared  with  former  years  must  inevitably  continue 
because  of  high  cost  of  production.  Moreover,  imless  prices  are  high  enough  to  have  a 
simulating  effect  uj^on  cotton  production,  the  world  will  within  a  few  years  face  a 
cotton  famine  of  serious  import.  The  world  will  continuously  need  a  very  much 
larger  supply  of  southern  cotton  than  we  have  ever  raised  on  account  of  the  greatly 
increased  demand,  and  some  years  our  crops  have  been  very  small,  and  this  year's 
promises  to  be  exceptionally  so. 

As  labor  and  foodstuffs  and  iron  and  steel  have  been  lifted  by  the  war  inflation  to  a 
very  much  higher  plane  of  co&t  than  in  former  years,  so  cotton  must  inevitably  go. 
Every  man  who  seeks  to  lower  the  price  of  cotton  is  seeking  to  permanently  decrease 
ttie  world's  supply  to  a  famine  condition,  for  the  farmers  of  the  South  have  become 
thoroughly  alive  to  diversified  agriculture,  to  live-stock  raising  as  a  business,  and  to 
the  opportunities  of  profitable  employment  in  industrial  pursuits.  Even  50  cents  a 
pound  for  cotton  will  not  bring  them  back  to  the  all-cotton  system. 

The  cotton  producer  has  already  received  the  actual  benefits  of  diversified  farming. 
He  will  never  return  to  the  all-cotton  system.  In  the  11  years  between  1909  and  1919, 
both  inclusive,  the  total  value  of  the  cotton  crops  of  the  South  was  $13,236,000,000. 
Any  fair  valxiation  whatever  would  have  caused  these  crops  to  sell  for  $25,000,000,000, 
and  this  extra  $12,000,000,000  would  have  brought  an  enormous  enrichment  to  every 
Action  of  the  cotton-producing  r^on.  It  would  have  meant  more  and  better  schools 
and  larger  and  more  attractive  churches.  It  would  have  meant  a  broad  development 
of  the  whole  educational  system  of  the  South.  It  would  have  prevented  the  great 
"literacy  which  exists  in  many  parts  of  the  South.  It  would  have  taken  out  of  the 
cotton  fields  the  hundreds  of  thousands  of  women  whose  work  has  helped  to  make  the 
cotton  of  the  hst  50  years,  and  without  whose  work  the  cotton  crop  could  never  have 
been  sold  at  the  prices  which  prevailed.  It  would  have  meant  better  roads  and  better 
^nn  conditions.  It  would  have  swept  out  of  existence  the  miserable  huts  unfit  for 
numan  habitation  in  which  millions  of  negroes  and  poorer  whites  are  compelled  to 
^jve.  It  would  have  built  up  a  broad  prosperity  on  the  farm  and  in  the  village,  in 
tne  town  and  in  the  city,  sucn  as  is  seen  in  Nebraska,  Iowa,  and  Kansas. 
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Vast  as  is  the  $13,000,000,000  received  in  11  years  for  the  South 's  cotton,  when  taken 
by  itself,  a  new  light  dawns  upon  the  situation  when  studied  in  connection  with  the 
value  of  other  crops.  Cotton,  the  royal  staple  which  shapes  tiie  politics,  the  industrial 
activities,  and  the  financial  wealth  of  much  of  the  world,  brought  $13,000,000,000  for 
11  crops.  But  hay,  of  which  we  rarely  think  in  terms  of  billions  of  dollars,  brought 
during  the  same  11-year  period  over  $11,000,000,000.  Cotton  means  intense  culti\-a- 
tion:  hay  grows  without  cultivation.  Cotton  brought  to  the  South  very  small  profit 
on  the  enormous  total  value  produced.  It  neither  enriched  the  soil  nor  the  producer. 
It  meant  exhausting  work  to  millions  of  people  who  cultivate  it,  but  hav.  which  grew 
without  cultivation,  which  was  easily  harvested  and  marketed,  brought  almost  a^ 
much  in  aggregate  value  as  the  cotton  crops  and  wa?  to  a  very  large  extent  net  profit 
to  the  growers,  as  compared  with  scarcely  any  real  profit  for  the  cotton  producer^. 
Even  the  oat  crops  produced  in  the  1 1  years  reached  in  value  more  than  half  as  much 
as  the  cotton  crops. 

Wheat,  which  like  hay,  grows  without  cultivation  after  it  has  been  once  80wn,  ai\d 
which  is  easily  harvested,  \-ielded  a  total  of  $10,830,000,000,  or  nearly  as  much  a« 
cotton;  while  the  value  of  tlie  corn  crop,  which,  except  in  the  form  of  mei^  '  'ter« 
scarcely  at  all  into  the  Nation's  foreign  commerce,  reached  a  total  of  more  thar 
$26,000,000,000,  or  double  the  value  of  the  cotton  crops,  and  to  this  should  be  adde^ 
the  value  of  the  fodder,  a  very  large  item. 

Com  and  wheat  and  oats  and  hay  have  yielded  enormous  profits  to  the  growers. 
They  have  enriched  the  sections  which  produced  them,  enriched  the  individual 
and  the  communities  and  brought  abounding  prosperity  to  people  of  all  classes  through- 
out the  great  grain  and  grass  regions  of  the  West.  But  cotton,  eartli's  most  priceless 
product,  cotton,  which  shapes  the  destiny  of  hundreds  of  millions  of  people  who 
depend  upon  it  for  clothes,  yielded  a  scanty  living  in  the  past  to  tJiose  who  produced 
it.  They  exhausted  their  mental  and  physical  vitality,  exhausted  the  soil  and  drained 
the  South  as  a  whole  in  order  to  enrich  the  rest  of  the  world  at  the  expense  of  this 
section.  Surely  the  time  has  come  when  any  man  who  has  a  conscience  void  d 
offense  to  God  and  nian  should  unite  in  worlang  for  a  price  for  cotton  which  will 
bring  to  the  South  and  to  individual  cotton  producers  the  aboimding  prosperity 
which  wheat  and  com  and  hay  have  given  to  the  individual  farmers  of  the  West 
as  well  as  to  all  of  the  ramified  interests  of  that  section. 

Every  line  of  manufacturing  in  the  South  will  be  limited  in  its  development  imti! 
cotton  brings  a  profitable  price  to  the  growers.  Every  educational  advancement  o( 
the  South  will  be  lessened  in  its  efficiency  until  cotton  brings  a  profitable  price  to 
the  producer.  Every  reli^ous  activity  oi  home  missions  and  foreign  miseions  will 
be  limited  in  its  work  and  m  its  power  to  raise  money  for  the  extension  of  the  Gospel 
throughout  the  world  until  cotton  brings  a  profitable  price  to  the  grower.  Every 
road  construction  undertaken  in  the  South  will  be  limited  in  its  expansion  and  in 
its  influence  for  good  until  cotton  brings  a  profitable  price  to  the  producer.  Every 
country  school  and  every  country  church  will  continue  as  at  present,  ineflident, 
inadequate  to  the  work  it  is  trying  to  do,  occupying  as  in  most  cases  some  wretched 
building,  unfit  for  the  purpose,  until  cotton  brings  profitable  price  to  the  grower. 
Every  school-teacher  in  the  South,  every  minister  of  the  Gospel  in  this  section,  will 
receive  inadequate  salaries  until  cotton  brings  a  profitable  price  to  the  grower. 

In  the  light  of  these  facts  it  becomes  the  solemn  dut>r  of  every  man  and  woman, 
regardless  of  profession  or  occupation,  to  do  everything  in  their  power  to  encouras** 
the  thought  and  to  cooi)erate  in  the  work  of  securing  a  profitable  price  to  the  grower? 
And  what  must  this  price  be?  In  the  first  place,  it  must  pay  to  the  worker  in  the 
cotton  field,  whether  he  be  a  day  laborer  or  a  tenant,  as  large  a  wage  as  he  could  make 
in  similar  employment  elsewhere.  It  should  mean  an  income  to  the  family  which 
would  send  the  children  now  in  the  cotton  fields  into  the  schoolhouse  and  the  women 
back  into  their  homes.  On  top  of  this  it  should  mean  a  fair  rate  of  interest  on  the 
capital  invested  in  the  land,  after  allowing  for  the  better  fertilization  of  the  soil,  a 
fair  profit  on  the  live  stock  and  the  farm  equipment  used,  after  depreciation  and  a 
profit  have  been  counted.  And  until  cotton  brings  a  profitable  price  the  producer 
will  continue  to  plant  more  largely  other  crops. 

The  American  Cotton  Association  was  formed  less  than  one  year  ago  and  it  is  alreativ 
becoming  the  guiding  star  of  the  cotton  producer.  AVith  representatives  in  ever)* 
section  of  the  entire  cotton  belt,  and  a  membership  of  over  1.000,000  farmerF. 
merchants,  bankers,  business  and  professional  men,  it  is  showing  the  farmer  that  he 
produces  the  fiber  that  clothes  all  the  civilized  world,  a  product  that  all  mankind 
must  have,  and  for  which  they  must  pay  him  a  profitable  i)rice.  Otherwise  it  is  a 
matter  of  safe,  sound  business  for  him,  not  only  to  reduce  his  cotton  acreasre,  rotat** 
his  crops,  planting  largely  in  other  crops,  but  to  reduce  them  to  such  an  extent  th^t 
the  world  will  pay  him  a  profitable  price  for  his  cotton. 
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To  meet  thase  changed  conditions,  the  farmers,  merchants,  bankers,  business  and 
)rofe8sional  men  of  the  cotton-growing  States  met  in  a  determined  cooperation  and 
'npnized  the  American  Cotton  Association.  The  objects  and  purpose  of  the  associ- 
it  ion  are  as  follows: 

1.  To  protect  the  interests  of  the  cotton  producer  and  to  improve  his  condition. 

2.  To  promote  economic  regulations  of  cotton  production  to  the  end  that  supply 
hall  be  so  adjusted  to  demand  that  the  producer  shall  at  no  time  be  required  to  sell 
lis  product  at  less  than  a  fair  and  reasonable  profit. 

3.  To  promote  intelligent  diversification  of  crops,  and  to  develop  markets  for  such 
Tops,  otner  than  cotton,  as  may  be  profitably  raised. 

4.  To  improve  and  enlarge  presently  existing  warehousing  facilities  and  to  secure 
iditional  facilities  to  the  end  that  the  producer  may  carry  the  crop,  or  such  part  as 

le  may  desire,  at  the  minimum  of  expense  and  physical  damage  and  at  the  maximum 
if  security  and  financeability. 

5.  To  broaden  the  markets  for  raw  cotton  and  to  enlarge  the  uses  for  cotton  and 
wtton  goods. 

♦J.  To  improve  and  increase  transportation  and  distribution  facilities. 
7.  To  collect  information  as  to  both  domestic  and  foreign  consumption  of  cotton, 
he  state  of  trade,  the  extent  of  acreage,  supfjly  and  condition  of  crop,  and  all  other 
nformation  of  practical  interest  to  the  cotton  industry,  and  to  disFeminate  the  results 
hrough  the  several  suborganizations  to  every  meml>er  of  every  community,  together 
rith  directions  as  to  the  course  to  be  pursued  in  order  to  secure  the  best  results  in 
dew  of  the  facts  disclosed. 

K.  To  do  all  and  singular  whatsoever  may  be  conducive  to  the  stability  and  profit- 
ibleness  of  the  cotton-producing  industry. 

With  representatives  in  every  cotton-consuming  country  of  the  world  the  American 
Cotton  Association  will,  at  re^lar  intervals,  issue  definite  information  concerning 
nipply  and  demand.  It  will  issue  a  regular  semimonthly  report  on  supply  and  de- 
mand and  a  crop  report  to  its  members.  This  information  is  of  ^dtal  importance 
md  will  prove  very  advantageous.  It  will  furnish  information  as  to  the  cost  of  manu- 
facturing the  various  grades  of  cotton  cloth  out  of  various  grades  of  cotton,  so  that  the 
producer  by  8ubtra<:ting  these  figures  from  the  publiphed  prevailing  price  on  cloth 
can  ascertain  the  price  for  his  raw  cotton.  Based  on  supply  and  demand,  it  "v^ill  fur- 
nish information  to  the  public,  showing  the  world's  n^ed  for  cotton  in  advance  of 
the  time  for  planting,  so  that  the  producer  can  plant  only  such  acreage  in  cotton  as, 
with  average  seasons,  will  produce  sufficient  cotton  for  the  world  to  consume  at  re- 
munerative prices,  planting  other  lands  in  food  and  feed  crops.  Operating  the  farm 
on  a  business  basis  will  be  the  result.  It  will  maintain  an  active  bureau  on  publicitv, 
to  keep  the  producer  fully  informed  as  to  all  conditions  bearing  on  cotton,  and  will 
aL*)  furnish  the  cotton-consuming  World  with  information  that  should  be  placed  in 
itapoes^on.  It  will  give  special  attention  throu^'h  8i)ecial  committees  and  experts 
to  soil  improvement,  seed  improvement,  livestock  improvement,  furnishing  in- 
formation along  these  lines  to  its  membership,  and  will  urge  the  importance  of  crop 
rotation  and  diversification.  The  assoi  iation  will  hold  conventions  attended  by  repre- 
s^'ntatives  from  every  cotton-producing  county  in  the  cotton  belt,  when  a  minimum 
price  based  on  supply  and  demand  will  be  recommended  on  cotton  from  the  growing 
crop,  and  the  acreage  to  be  planted  the  following  season,  also  based  on  supply  and 
demand,  will  be  recommended.  Other  lands  will  be  planted  in  feed  and  food  crops, 
^>  that  the  farm  can  be  operated  on  a  business  basis. 

.  The  American  Cotton -Association  will  undertake,  in  behalf  of  the  cotton-growimr 
interests  of  the  South,  to  evolve  out  of  the  present  primitive,  wasteful,  and  unprofit- 
able handling  and  marketing  of  the  cotton  crop  economic  and  effic  ient  methods  of 
Oiling,  warehousing,  handling,  and  marketing  the  feta]>le,  so  ?s  to  permanently  pro- 
vide fair  and  reasonable  prices  for  the  growers.  In  tlie  reconstruction  of  this  coun- 
try's industrial  and  agricultural  business  as  an  aftermath  of  tlie  World  ^^'ar,  e(  onomy 
*nd  efficiency  must  be  the  guiding  features  to  success.  How  and  in  what  way  does 
the  American  Cotton  Association  propose  to  organize  the  growers  and  allied  biisiness 
interests  so  as  to  relieve  the  wasteful  and  existing  unsatipfactory  and  intolerable 
hurdens,  and  bring  into  practical  realization  thoFc  economic  and  efhcienl  reforms  which 
Will  make  the  future  production  of  cotton  both  profitable  and  attractive  to  the  grow- 
ers? The  following  tnree  planks  incorporated  into  the  general  platform  of  the  Ameri- 
^n  Cotton  Association  answers  the  question  and  will  make  j^ossible  a  speedy  solution 
ot  the  many  vexed  problems  by  which  the  growers  ha\e  been  confronted  during  the 
P*8t  50  years:  ^  J^  ^  .  ^ 

.^t.  The  economic  reform  of  baling  cotton  through  the  adoption  of  high  deiisity 
gin  compression  at  every  gin  plant  in  the  South. 


Digiti 


ized  by  Google 


538  AGRICULTUEAL  INQUIKY. 

Second.  The  establishment  of  ample  cotton  warehouses  at  all  interior  cotton  mrr- 
kets  and  at  the  ports,  with  space  sufficient  to  store  every  bale  of  cotton  produced  until 
sold  and  shipped  for  consumotion. 

Third.  The  efficient  on^anization  and  capitalization  of  county  cooperative  cotton- 
marketing  societies  and  State  cotton  corporations  throughout  the  cotton-producing 
States,  so  that  the  growers  will  own  and  control  the  agencies  and  machinery  for  market- 
ing their  cotton  and  rotton  seed  direct  to  consuming  establishments  in  this  country 
and  in  Europe. 

The  cotton  growers  oxpect  to  emancipate  themselves  from  a  continuance  of  agri- 
cultural slavery  in  the  production  of  cotton,  and  they  will  control  the  entire  machiner>' 
of  the  raw-cotton  industry  from  the  time  the  seed  is  planted  in  the  soil  until  the  har- 
vested crop  is  delivered  into  the  hands  of  the  consuming  mills. 

If  cotton  bales  are  gin  compressed  with  the  use  of  high-density  machinery,  it  meaos 
the  complete  and  final  preparation  of  each  bale  for  economic  stora^,  handling,  trans- 
portation, tare,  insurance,  elimination  of  sampling  and  resampling,  waste,  country 
damage,  and  the  delivery  of  a  high-class  commercial  package  acceptable  to  the  spinn^re. 
Under  such  a  system  the  recompression  of  cotton  bales  would  be  eliminated  and  the 
congestion  of  cotton  at  large  compress  points  avoided.  There  would  be  practically 
no  danger  from  fire  or  damage  from  weather  exposure,  and  the  net-weight  contract 
for  marketing  cotton  could  be  easily  introduced.  Each  bale  of  such  cotton  could  be 
sampled  properly  when  in  the  process  of  compression  by  the  ginner,  actin?  under 
State  or  Federal  appointment,  and  when  the  bale  left  the  press  there  would  be  no 
need  of  the  cutting  and  mutilating  of  coverings  for  samples,  which  are  so  expensi\'e 
under  existing  conditions.  The  covering  should  be  of  light,  closely  woven  burlap, 
uniform  in  weight,  and  the  use  of  jute  bagging  entirely  eliminated. 

The  producer  fully  realizes  the  advantages  to  be  gained  by  gin  compreesion,  and 
the  American  Cotton  Association  is  fully  determined  to  bring  alK>ut  this  long  overdue 
change.  Some  of  the  so-called  fixed  charges  deducted  from  spinners'  prices  by 
exporters  in  making  prices  to  farmers,  the  net  price  varying  each  day  according  to 
the  fluctuations  of  speculative  cotton  exchanges,  are  amply  illustrated  as  follows,  the«e 
deductions  applying  to  present  methods  of  baling  ana  marketing  spot  cotton  for  a 
500-pound  bale: 

Fixed  (barges  deducted ^  assuming  price  of  Liverpool  market  to  be  40  cents  per  pound 

delivered. 

6  percent  for  tare,  220  points $11.  (W 

Local  warehouse  chaises  and  insurance,  20  points 1. 00 

Average  interior  freight^  40  points 2. 00 

Recompression  for  density,  15  points 75 

Ocean  freight  to  Liverpool,  200  points 10. 00 

5  pounds  average  loss  m  weight,  40  points 2. 00 

Docking  and  day  charges  Liverpool,  10  points 50 

Marine  insurance  charges,  40  points 2. 00 

Average  undergrading,  30*points 1. 50 

Commission,  40  points 2. 00 

Total,  655  points 32.75 

Showing  a  deduction  of  655  points  or  $32.75  and  leaving  net  price  to  grower  at  33.47 
cents  per  pound,  basis  middling. 

Fixed  charges  which  would  apply  to  a  hale  of  cotton,  high  density  gin  compression,  undtr 

same  conditiorhs: 

Deduction  for  tare,  12  pounds,  actual  cost,  50  points $2. 50 

Local  warehouse  charges  and  insurance,  10  points 50 

Average  interior  f reignt,  40  points L  00 

Ocean  freight  to  LiverjKwl,  150  points 7. 50 

Docking  and  dray  charges  Liverpool,  10  points 50 

Marine  insurance,  20  points 1. 00 

Commission,  40  points 2. 00 

Total,  320  points 16.00 

Showing  a  deduction  of  320  points  or  $16  and  leaving  net  price  to  grower  of  35.84 
cents  per  pound,  basis  middling — a  net  difference  in  favor  of  the  economic  higji  density 
gin  compressed  bale  of  237  points  of  $11.85. 
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This  net  difference  applied  to  a  crop  of  12,000,000  bales  means  a  net  saving  to  the 
growers  of  $142,200,000,  enough  to  pay  the  initial  cost  of  equipping  every  first-class 
irinnerv  in  the  South  with  high-density  gin-compress  machinery  and  building  all 
additional  interior  warehouses  needed  to  safely  house  the  crop. 

The  South  has  lost  millions  by  permitting  its  cotton  to  stand  out  in  the  weather, 
the  Department  of  Agriculture  showing  this  loss  to  be  as  high  as  from  thirty-five  to 
fifty-five  millions -a  year.  'Ihe  American  Cotton  Association  has  on  a  campaign  for 
the  erection  of  warehouses  in  each  county  or  parish  in  the  entire  cotton  belt,  owned 
and  controlled  by  the  people  of  said  county  or  parish,  and  operated  under  either  the 
Federal  or  State  warehouse  act,  to  provide  storage  for  every  bale  of  cotton  produced. 
More  of  these  warehouses  are  being  constructed  to-day  as  a  result  of  this  work  than 
at  any  time  since  the  war  between  the  States.  Over  $3,000,000  has  been  raised  for 
this  purpose  within  the  last  month.  Each  warehouse  will  be  constructed  with  the 
sprinkler  s>'stem,  so  as  to  reduce  to  a  minimum  the  cost  of  insurance.  Each  warehouse 
will  be  bonded  and  placed  under  the  control  of  State  or  Federal  law.  An  ex])ert 
sampler  and  grader  will  be  placed  in  charge  of  each  warehouse  by  appointment  of 
State  or  Federal  law..  Every  receipt  issued  by  such  an  agency  will  show  the  serial 
number  of  the  bale,  its  correct  weight  and  grade,  the  number  and  location  of  the 
\rarehouse,  officially  signed  by  the  agent  in  charge,  and  delivered  to  the  owner  of  such 
cotton.  Cotton  stored  under  such  conditions  can  be  readily  financed  under  the 
Federal  Reserve  banking  system  at  lowest  rates  of  interest. 

In  addition  to  this  the  law  has  been  amended  permitting  the  national  banks  to 
make  loans  of  25  per  cent  of  their  capital  and  surplus  on  cotton  so  stored,  instead  of 
10  per  cent  as  heretofore.  The  marketing  of  the  crop  will  be  regulated  in  this  way 
to  meet  the  legitimate  needs  of  the  consumer,  absolutely  overcoming  the  disastrous 
effects  of  speculation  and  manipulation  of  prices  by  the  cotton  exchanges  in  this 
country  and  Europe.  In  this  way  the  law  of  supply  and  demand  will  regulate  for 
the  first  time.  The  price  of  raw  material  cotton  can  and  will  be  stabilized  on  the 
bisis  of  fair  and  profitable  returns  to  the  grower,  and  he  will  not  continue  to  produce 
cotton  except  uplon  a  reasonable  and  profitable  basis. 

The  American  Cotton  Association  has  urged  the  importance  of  making  these  ware- 
houses 'warehouses  of  delivery"  for  the  exchanges,  so  that  cotton  bought  by  con- 
tract on  the  exchanges  can  be  delivered  from  said  warehouses.  This  arrangement 
will  be  greatly  to  the  benefit  of  the  manufacturer  as  well  as  the  producer  and  will 
furnish  a  large  source  of  legitimate  business  to  the  exchanges.  Therefore  cooperation 
in  putting  into  effect  this  arrangement  should  be  received  from  the  manufacturer 
ana  the  exchanges. 

Viewed  broadly,  the  producer  and  the  manufacturer  should  be  indispensable  halves 
01  an  industrial  whole.  If  this  view  had  been  mutuallv  held,  conditions  would  be 
^  different  to-day.  "Let  the  dead  past  bury  its  dead.'^'  It  is,  of  course,  useless  to 
raise  the  question  as  to  who  has  been  responsible  for  beating  down  the  price  of  cotton 
for  the  last  60  or  100  years. 

As  an  illustration  of  this  matter  of  beating  down  the  price  of  cotton,  I  quote  the 
following  cases: 

In  leading  eastern  papers  of  the  United  States  there  appeared  on  April  15  last  a 
len^hy  tetter  written  by  Mr.  Randall  N.  Durfee,  chairman  cotton  buying  committee. 
National  Association  of  Cotton  Manufacturers,  making  a  malicious  attack  upOn  the 
cotton-growing  interest  of  the  South,  based  upon  its  effort  to  reduce  its  acreage  in 
cotton  and  increase  its  acrea^  in  foodstuffs.  In  this  attack  he  stated  that  the  cotton 
farmer  was  making  a  misleading  statement  as  to  the  cost  of  production  for  the  purpose 
3f  saving  the  payment  of  income  tax.  Mr.  Durfee  stated,  further,  that  cotton  could  be 
produced  anci  sold  profitably  at  11.28  cents  per  pound,  basis  middling.  He  Intterly 
arraigned  southern  farmers,  while  gloating  in  the  enormous  prosperity  of  Massachu- 
setts as  compared  with  that  of  the  South,  and  used  this  fact  as  an  argument  as  to  why 
the  South  should  continue  to  sell  cotton  at  a  low  price.  His  letter  is  in  keeping  witn 
the  efforts  which  have  been  made  for  three-quarters  of  a  century  to  hold  down  the 
price  of  cotton,  to  the  detriment  of  the  South. 

In  1904,  Mr.  C.  W.  Macara,  president  of  the  Federation  of  Master  Cotton  Spinners* 
•^^sociations  of  England,  cabled  to  all  the  leading  cotton  manufacturing  associations 
of  the  world  a  suMjestion  that  they  should  enter  into  a  plan  for  breaking  down  the 
price  of  CDtton.  ni  explaining  the  reason  for  this,  he  said:  "To  endeavor  to  bring 
about  an  international  union  of  users  of  cotton  is  a  work  well  worthy  of  a  serious 
attempt."  And  to  this  he  added  the  following  remarkable  statement:  **For  no  com- 
oination  of  holders  of  any  raw  material  can  long  stand  against  a  combination  of  users 
w  that  raw  material." 

.  In  a  report  to  the  British  Parliament,  made  about  three-quarters  of  a  centup'  ago, 
U  was  suggested  that  British  cotton  spinners  should  put  forth  their  utmost  efforts  to 
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hold  the  price  of  cotton  down,  so  that  the  cotton  powers  of  the  Southern  States  of 
America  would  be  forced  to  increase  their  production  by  more  profitable  prices,  but 
to  drive  the  price  to  the  lowest  point  possible  on  the  theory  that  the  cotton  grower  had 
to  have  a  certain  amount  of  money,  and,  therefore,  he  would  be  forced  by  low  prices 
to  increase  his  output.  That  report  is  typical  of  the  efforts  of  the  cotton  buyers  of  the 
world  for  a  century  to  beat  down  the  price  of  cotton  to  the  lowest  possible  point  and 
force  the  cotton  growers  of  the  South  to  compete  with  the  cheap  farm  labor  of  India 
and  ( hina. 

In  his  address  on  May  24,  1904,  to  the  International  Congress  of  Master  Cotton 
Spinners  and  Manufacturers  Association  of  the  World,  Mr.  Macara  emphasized  the 
importance  of  getting  an  abundant  supply  of  cheap  cotton,  and  said:  "There  is  little 
doubt  that  cotton  can  be  grown  at  a  profit  in  the  United  States  at  3}d.  to  4d.  (7  to  S 
cents)  a  pound,  according  to  the  peld." 

The  same  thought  was  expressed  by  other  delegates  to  that  convention.  Herr 
Kuffler,  of  Austria,  in  discussing  the  cottpn  situation,  said:  ''We  want  cheap  cotton," 
and  "we  hope  cotton  will  go  down  again,  if  not  to  M,  to  4id." 

This  was  not  a  new  thing  for  spinners  to  do.  For  100  yeirs  the  fight  of  European 
spinners  has  been  to  decrease  the  price  of  cotton  to  the  lowest  pojsible  figure,  and  dur- 
ing? th\t  entire  time  European  papers  and  the  reports  of  European  cotton  associations 
have  been  lillel  with  storie?  of  the  e torts  of  cotton  manufacturers  to  break  the  price 
of  cotton.  The  above  are  only  aiioi^  the  many  cases  where  united  e torts  nave 
been  use!  to  beat  down  the  price  of  cotton.  It  is  not  necesmry  to  go  further  into  the 
records,  for  one  thing  is  certain,  the  pro  Incer  paid  the  penalty.  He  has  his  own 
opinions,  based  upon  the  record,  as  to  who  was  responnble.  He  has  ne^er  heard 
of  a  protect  from  any  soiree,  manufacture:  or  manipulator,  against  any  steps  that 
were  taken  to  depress  the  market.  Violent  protect  has  been  raised  when  the  market 
was  boosted  by  manipulator  and  manufacturer.  One  thuig  is  certain,  the  price  being 
paid  for  cotton  to  day  is  belowr  the  coit  of  production,  is  far  below  the  price  of  tlie 
manufactured  product,  and  the  producer  feels  that  he  should  have  at  least  a  remunera- 
tive price  for  his  cotton,  with  a  share  in  the  profits;  that  the  price  should  be  based 
on  supply  and  demand  and  the  price  of  the  manufactured  product,  less  a  fair  profit 
to  the  manufacturer.  He  does  not  ask  or  expect  anything  more,  but  will  not  be  satis- 
fied with  less.    He  absolutely  refuses  to  pro:iteer.  even  were  it  in  his  power. 

"A  burnt  child  fears  fiie."  The  producer  can  find  no  law,  human  or  divine,  to 
force  him  to  continue  to  produce  cotton  for  the  purpose  of  sellinjj  it  below  the  cost  of 
production,  nor  is  there  any  di^nne  command  resting  ufjon  the  South  to  raise  cotton, 
either  for  the  purpose  of  maintaining  the  supremacy  of  this  country  in  the  cotton  trade 
or  for  clothing  the  world.  Therefore,  the  southern  farmer  is  determined  to  operate 
his  farm  upon  a  business  basis;  his  production  of  cotton  will  continue  to  decrease; 
his  production  of  other  more  profitable  crojis  will  continue  to  increase,  until  profit- 
able prices  are  paid  for  cotton. 

In  faimcss  and  justice  to  the  producer,  as  a  matter  of  protection  to  the  manufacturer 
and  the  consumer,  I  urge  that  this  great  conference  squarely  face  the  issue;  that 
they  appoint  all  necessary  committees  with  full  authority  to  make  a  study  of  these 
Questions,  including  the  cost  of  production  of  cotton  and  the  various  cjuestions  bearing 
tnereon;  to  make  a  study  of  the  various  methods  used  in  the  handling  of  cotton  and 
not  only  recommend  but  assist  in  changing  these  antiquated  methods  so  as  to  reduce 
the  cost  of  production  in  every  way  possible;  to  remove  all  unnecessary  rehandling 
of  cotton;  to  arrange  as  far  as  possible  direct  dealings  with  the  producer.  I  xxrg^  in 
the  strongest  terms  that  they  use  every  means  to  cooperate  with  the  producer.  This 
action  will  be  simple  justice,  not  only  to  the  producer  and  the  manufacturer,  but  to  the 
consumer  of  cotton  goods. 

The  groatcHt  need  of  th-*  world  to-day  is  coo]) ^ration;  that  is,  working  together,  which 
implies  friendship,  broth'^rhood,  mutual  confidence,  joint  endeavor^  mutual  sym- 
pathy, and  support.  Th?  old  world  is  dyin^^  around  us.  Our  gospel  should  be  that 
original  one  of  "good  will  among  men"';  of  human  comradeship  oeyond  the  limits 
of  nations;  of  fellow-focling  and  common  scr\dce  in  a  great  human  caise.  We  should 
hear  the  great  creative  Spirit  atter  those  tremendous  words,  "Behold,  I  make  all 
things  now."  We  should  work  for  a  better,  happier  world  to  ariss  from  these  ruins 
amons?  the  nations  of  the  world.  If  we  fail.  10,000.000  young  men  will  have  i^iven 
their  lives  in  vain. 

Mr.  Wannamaker.  The  policy  as  advocated  by  the  Government 
at  that  time  was  to  forge  ahead  and  produce  to  the  limit,  as  the  world 
was  both  hungry  and  unclothed  as  a  result  of  the  World  War,  and 
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it  was  m^ed  that  the  agricultural  fields  of  America  would  be  depended 
upon  to  supply  both  food  and  clothing  for  the  millions  of  population, 
aside  from  tine  needs  of  the  United  States. 

The  leading  topic  of  discussion  during  the  session  of  the  Worid 
Cotton  Conference  by  growers  and  spinners  was  upon  the  supplies  of 
raw  cotton  to  be  produced  in  1920  to  meet  the  requirements  of  the 
worid's  spinners.  The  committee  on  supplies,  distribution,  and 
world's  requirements,  composed  of  representatives  from  every  cotton- 
consuming  country  in  the  worid,  was  unanimously  of  the  judgment 
that  the  worid  would  need  not  less  than  15,000,000  bales  of 
American  cotton  in  1920.  Joint  conferences,  for  the  first  time  in  the 
history  of  the  cotton  industry,  upon  invitation  of  the  spinners,  were 
held  between  the  growers  and  the  spinners.  It  was  clearly  demon- 
trated  by  facts  and  statistics  that  the  world's  textile  industries  faced 
a  raw-cotton  famine,  and  that  the  crisis  could  only  be  averted  by  the 
production  of  at  least  15,000,000  bales  of  American  cotton  in  1920. 
A  leading  world  expert  economist  on  the  textile  situation  fully  con- 
firmed these  views,  and  it  was  plainly  asserted  in  the  convention  by 
leading  domestic  and  foreign  spmners  that  it  would  be  nothing  short 
of  a  crmie  to  the  whole  civilized  world  if,  in  the  face  of  a  future  fore- 
cast for  demand,  the  growers  of  American  cotton  in  1920  should  re- 
duce the  cotton  acreage. 

Not  only  was  a  largelv  increased  cotton  acreage  urged,  but  a 
national  and  international  policy  for  securing  increased  production 
of  all  staple  crops,  and  especially  was  this  so  in  the  case  oi  American 
cotton,  with  a  promise  oi  continued  price  levels  for  the  staple  which 
existed  at  the  tune  or  better. 

The  matter  of  the  enormous  increase  in  the  cost  of  production  of 
cotton  was  presented  by  the  growers.  It  was  shown  that,  based  upon 
the  cost  of  production  of  cotton  in  tests  made  by  the  Agricultural 
Department,  that  based  upon  the  enormous  differences  existing  in 
grades,  the  cost  was  approximately  37  cents  per  pound  basis  middling, 
and  that  the  cost  of  production  for  1920  would,  most  assuredly,  be 
much  higher.  Regardless  of  this,  it  was  urged  that  it  would  be  a  poor 
business  policy  to  reduce  cotton  acreage  as  there  was  an  absolute 
certainty  that  there  would  be  a  pressing  demaiid  for  every  pound  of 
cotton  which  could  be  produced  in  1920  at  a  profitable  price  to  the 
producer. 

Concerning  the  drastic  artificial  deflation  policy  and  the  closing  of 
exports,  it  was  urged  that  deflation  could  not  come  except  after  a 
long  period  of  time;  that  the  enormous  expenditures  for  the  World 
War  would  necessitate  a  long  period  of  inflation;  that  the  War  Fi- 
nance Corporation  was  created  for  the  purpose  of  functioning  one 
year  after  the  ratification  of  peace,  as  one  of  the  most  important 
duties  was  to  arrange  so  that  Europe  could  secure  raw  products  to 
enable  her  to  rehabilitate  and  commence  to  discharge  her  enormous 
war  debts. 

As  a  result  of  this  conference  and  assurances  for  continued  demand 
of  American  cotton  in  larger  quantities,  the  American  Cotton  Associa- 
tion withdrew  its  formulated  campaign  for  curtailing  cotton  acreage 
in  1920  and  urged  the  farmers  to  replant  the  full  1919  cotton  acreage, 
inder  the  stimulation  of  a  strong  demand  for  cotton  and  advanced 
prices  in  the  spring  of  1920,  the  growers  exceeded  the  1919  acreage 
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by  more  than  three  and  one-half  million  acres — planting  one  of  the 
largest  crops  ever  cultivated  and  grown  in  this  country.  Prices  for 
spot  cotton  continued  to  advance  during  the  cultivation  of  the  crop 
and  reached  their  zenith  about  the  end  of  cultivation  in  July.  The 
farmers,  unlike  manufacturers,  merchants,  and  other  lines  of  com- 
mercial and  industrial  activities,  are  unable  to  shut  down  or  hedge 
against  adverse  price  or  market  conditions  after  their  crops  are 
planted.  Their  fields  prepared,  planted,  and  in  process  of  cultivation, 
they  must  go  forward  to  the  end  of  the  harvest  and  meet  whatever 
fortune  or  vicissitude  confronts  them  in  the  marketing  of  their 
products. 

It  must  also  be  borne  in  mind  that  the  cotton  crop  of  1920  was 
planted  and  cultivated  at  the  very  peak  of  high  prices  for  labor  and 
all  classes  of  supplies  required  for  crop  production,  which  made  it  the 
most  expensive  and  costly  ever  grown  in  this  country. 

The  cost  of  the  1920  cotton  crop  being  shown  by  the  A^icultural 
Department  at  33  cents  per  pound  bulk  line,  all  grades,  which  would 
amount  to  approximately  40  cents  per  pound,  middling  based  upon 
the  differences  in  grades,  for  the  1920  cotton  crop. 

In  the  spring  of  1920,  after  the  crops  had  been  planted  and  the 
expenses  necessary  therefor  had  been  incurred  so  that  it  was  impos- 
sible to  reduce  the  acreage  or  protect  the  producer,  the  officials  of  the 
American  Cotton  Association,  learning  that  a  policv  of  drastic  arti- 
ficial deflation  would  be  made  effective,  and  that  tKe  first  steps  for 
this  purpose  would  be  the  curtailing  of  exports,  inmiediately  took 
the  matter  up  with  the  Secretary  of  the  Treasury. 

It  will  be  noted  in  a  letter  from  Secretary  Houston,  dated  March  4, 
1920,  he  states: 

I  do  not  think  it  would  be  wise  for  the  Government  to  subsidize  our  producers  and 
to  maintain  or  increase  the  high  level  of  prices  here  by  stimulating  sales  to  European 
countries  which  find  themselves  unable  or  unwilling  to  make  payment  for  their  pur^ 
chases. 

In  a  letter,  dated  March  13,  1920,  he  quotes  Secretary  Glass  as 
stating: 

The  industries  of  the  country  must  be  brought  to  a  realization  of  the  gravity  of  thb? 
problem,  must  go  out  and  st*ek  markets  abroad,  must  reduce  prices  at  home  and 
abroad  to  a  reasonable  level,  and  create  or  cooperate  in  creating  the  means  of  financing 
export  business. 

The  arbitrary  suspension  of  the  War  Finance  Corporation  in  the 
spring  of  1920  by  the  Secretary  of  the  Treasury,  David  F.  Houston, 
removed  the  machinery  which  had  been  provided  for  the  exportation 
of  American  staple  crops,  and  the  creation  of  which  had  induced  the 
planting  of  a  full  acreage  in  staple  crops  for  1920.  Had  the  producer 
been  able  to  obtain  the  slightest  intimation  that  this  action  would  be 
taken,  the  production  of  staple  crops  would  have  been  enormously 
reduced,  this  being  especially  true  of  cotton,  as  they  were  fully  im- 
pressed with  the  vital  importance  of  machinery  for  exportation  and 
the  financial  means  whereby  they  could  market  their  cotton,  t\ro- 
thirds  of  which  goes  into  the  foreign  markets. 

In  addition  to  the  removal  of  the  War  Finance  Corporation,  the 
continuous  announcement  through  the  press  by  the  Secretary  of  the 
Treasury  concerning  the  suspension  of  same,  and  his  continued  state- 
ments that  the  Government  would  not  assist  in  furnishing  finances 
or  take  steps  that  would  result  in  maintaining  present  high  prices. 


Digiti 


ized  by  Google 


AGRICULTURAL  INQUIRY.  543 

or  prices  in  excess  of  prewar  prices,  as  it  would  be  a  conspiracy  in 
restraint  of  trade,  had  an  immediate  and  fearfuUy  depressing  enect 
upon  the  price  of  cotton.  This  was  the  first  positive  Imowlec^e  that 
the  producers  had  that  the  Government  would  inaugurate  methods 
of  drastic  artificial  and  enforced  deflation  through  the  use  of  its 
powerful  financial  machinery. 

The  suspension  of  the  War  Finance  Corporation  by  Secretary 
Houston  put  this  country  and  Europe  upon  notice  that  no  further 
governmental  aid  would  be  rendered  foreign  manufacturers  or  Ameri- 
can producers  in  the  exports  of  staple  American  products;  neither 
would  the  machinery  for  exporting  be  provided,  nor  would  long- 
term  credits  be  fiumshed,  for  which  the  foreign  consumers  stood  in 
such  pressing  need. 

This  action  of  Mr.  Houston  practically  placed  an  embargo  on  our 
exports,  and  especially  did  this  most  seriously  affect  the  market  for 
American  cotton.  Central  Europe  had  just  arranged  to  enter  the 
market  for  lai^e  quantities  of  low^ade  cotton — ^for  a  long  period 
of  time  the  American  producers  had  only  been  able  to  sell  of  their 
best  grades.  The  removal  of  the  War  Finance  Corporation  being 
made  after  a  large  amoimt  of  cotton  had  practically  been  sold,  thus 
destroyed  not  only  this  sale  but  closed  the  markets  for  large  in- 
creased sales^  especially  of  low-grade  cotton,  as  two-thirds  of  each 
normal  crop  must  be  exported  to  provide  and  maintain  a  satis- 
factory demand  for  the  staple.  Tnis  action  practically  entirely 
closed  the  markets  to  a  large  portion  of  the  foreign  demand. 

All  efforts  to  induce  Secretary  Houston  to  revive  the  War  Finance 
Corporation  were  unavailing. 

Following  the  removal  of  the  War  Finance  Corporation  there  was 
no  demand  for  low-grade  cotton,  and  best  grades  could  only  be  sold 
in  a  limited  way.  Statements  issued  through  the  press  from  Wash- 
ington from  time  to  time,  and  circulars  sent  out  by  the  regional 
reserve  banks,  tended  to  destroy  confidence  so  that  the  manufac- 
turers commenced  to  curtail  their  purchases. 

The  retail  merchants  commenced  to  curtail  purchases  and  the 
wholesale  merchants  did  the  same.  People  had  seen  ^*the  hand- 
writing on  the  wall^^ — the  constant  statements  that  prices  must  go 
lower  meant  that  they  could  save  money  by  waiting  and  the  result 
of  this  constant  propaganda  was  the  cancelation  of  the  largest  amount 
of  orders  that  has  ever  been  canceled  in  America.  Had  it  not  been 
for  this  constant  propaganda  and  this  policy  of  deflation,  and  had 
deflation  come  in  an  orderly  manner,  no  such  conditions  would  have 
ever  arisen. 

Agriculture,  which  stands  preeminently  at  the  head  of  American 
industries,  has  no  representative  on  the  Federal  Reserve  Board  who 
has  either  a  practical  knowledge  of  agriculture  or  sympathetic  ten- 
dencies therewith.  In  the  li^ht  of  facts  which  have  transpired 
within  the  past  12  months,  this  disregard  of  the  clear  provision  of 
the  Federal  reserve  act  in  providing  the  personnel  of  the  board  has 
proven  of  incalculable  damage  to  the  vast  army  of  agricultural 
producers  in  the  Nation.  With  a  fuUer  and  more  intimate  Knowledge 
of  the  agricultural  industrv  and  the  necessary  credit  requirements 
of  the  farmers,  the  present  ciebacle  of  wreck  and  ruin  among  that  class 
of  the  Nation^s  most  important  wealth  producers  would  have  been 
prevented,  or  at  least  greatly  alleviated. 


Digiti 


ized  by  Google 


544  AGRICULTURAL  INQUIRY. 

There  are  but  three  leading  sources  of  primary  wealth  pBoduclion 
in  the  United  States — agriculture,  mines,  and  forests — and  of  these, 
agriculture  is  far  more  important  in  wealth  production  and  as  a  vital 
need  to  human  life  and  civilization.  In  recognition  of  this  im- 
portant fact,  it  is  imperative  that  the  financial  machinery  of  the 
Nation  should  especially  operate  to  safeguard  and  protect,  in  every 
legitimate  way,  the  needs  of  the  farmers  for  credit  during  periods 
of  production  and  in  the  orderly  marketing  of  their  crops  and  live 
stock.  This  fundamental  principle  was  fully  recognized  in  the  fram- 
ing of  the  Federal  reserve  act  by  Uongress  in  providing  for  the  creation 
of  a  Federal  Reserve  Board  and  extending  the  time  limit  for  redis- 
counting  farmers'  papers,  and  in  the  enactment  of  special  legislation 

{)ermittmg  a  larger  proportion  of  a  bank's  capital  and  surplus  to  he 
oaned  on  agricmtural  paper  with  warehouse  receipt  for  staple  farm 
products  as  collateral. 

The  provision  of  the  law,  however,  in  the  appointment  of  the 
membership  of  the  Federal  Reserve  Board  has  been  ignored,  and  (or 
your  information  I  beg  to  quote  from  the  Federal  reserve  act  to  show 
wherein  the  plain  requirements  of  the  act  have  been  disregarded: 

Sec.  10.  A  Federal  Reserve  Board  is  hereby  created,  which  ghall  consist  of  eeven 
member.^,  including  the  Secretary  of  the  Treasury  and  the  Comptroller  of  the  <'ur- 
rency.  who  ?hall  be  membera  ex  officio,  and  five  members  appointed  by  the  Presideoi 
of  the  United  States,  by  and  with  the  ad\ice  of  the  Senate.  In  Selecting  the  five 
appointee  menil^er.^  of  the  Federal  Reserve  Board,  not  more  than  one  of  whom  hhal! 
be  selected  from  any  one  Federal  reserve  district,  the  President  phall  have  duere^ 
to  a  fair  rej)re.sentation  of  the  different  commercial,  industrial,  and  geographical 
divisions  of  the  country. 

The  cultivation  of  American  cotton  covers  one-third  of  the  farming 
area  of  the  United  States,  and  its  production  and  sale  is  now  recog- 
nized as  the  most  v&luable  monetary  primary  asset  of  the  Nation. 
Not  only  is  the  cotton  industry  as  a  whole  the  leading  industrial 
business  in  the  domestic  commerce  of  the  United  States,  but  its 
exports  to  foreiojn  countries  have  for  many  years  been  depended  upon 
to  maintain  the  balance  of  trade  in  favor  of  this  Nation.  These 
significant  facts  are  well  known  to  every  student  of  the  Nation's 
domestic  and  foreign  commerce.  Any  method  of  national  finance, 
therefore,  which  results  in  striking  down  or  stagnating  the  cotton 
industry  in  this  country,  gives  a  blow  of  incalculable  damage,  not 
only  to  the  large  territory  in  which  the  staple  is  produced,  out  to 
the  business  and  finances  of  the  entire  Nation,  including  the  Gov- 
ernment. 

I  shall  undertake  to  show  in  my  testimony  before  this  committee 
that  the  sudden  and  continuous  declines  in  the  prices  of  raw  cotton 
and  other  staple  farm  products  in  the  fall  of  1920  was  not  due  to 
the  renuirement  of  trade  readjustments  two  years  after  the  cessation 
of  the  World  War,  but  to  a  policy  of  drastic  artificial  and  unnecessary 
deflation  inaugurated  and  enforced  upon  this  country  by  the  action 
of  the  Federal  Reserve  Board  and  the  Secretary  of  the  Treasun^  in 
1020. 

An  examination  of  all  records  of  history  brings  to  light  the  fact  that 
during  and  followins:  wars  there  is  always  inflation.  This  is  due  to 
abnormal  consumption  of  commodities,  created  by  war,  to  decreased 
production,  and  primarily  to  the  fact  that  the  governments  encourage 
and  foster  inflation  for  the  purpose  of  financing  said  wars.  From 
time  to  time  through  history  for  the  last  3,000  years  we  find  that 
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great  nfioney  powers  have  taken  advantage  of  such  inflation  to  put 
on  artificial  deflation,  and  that  artificial  deflation  has  always  aflfected 
the  prices  of  agricultural  products  more  seriously  than  any  other 
industry  in  the  Nation.  We  find  that  artificial  deflation  has  been 
enforced  through  the  raising  of  the  interest  rates,  contraction  of  cur- 
rency, and  contraction  of  credits.  We  find  an  example  of  this  in 
Greece  in  the  time  of  Solon's  legislation,  594  years  before  Christ.  The 
bulk  of  the  population  who  had  originally  been  small  proprietors  or 
metayers,  as  a  result  of  artificial  deflation,  became  indebted  to  the 
rich  to  such  an  extent  that  they  were  practically  slaves.  Those  who 
still  kept  their  property  nominallv  were  in  the  position  of  Irish  cot- 
tiers. They  owed  more  than  they  could  pay,  and  stone  pillars 
erected  on  the  land  showed  the  amount  of  the  debt  and  the  names  of 
the  lenders.  This  financial  policy  had  given  all  of  the  power  of  the 
State  to  a  small  plutocracy. 

The  remedy  which  Solon  adopted  was  of  the  kind  that  we  are 
accustomed  to  consider  as  purely  modem.  In  the  first  place,  it  is 
true  that  according  to  ancient  practice  he  proclaimed  a  general 
siesachtheis,  or  shaking  off  of  burdens.  He  canceled  all  the  debts 
made  on  the  security  of  the  land  or  the  person  of  the  debtor.  This 
measure  alone  would  have  been  of  little  service  had  he  not  at  the 
same  time  enacted  that  henceforth  no  loans  could  be  made  on  bodily 
security  of  the  debtor,  and  the  creditor  was  confined  to  a  share  of  the 
property.  In  consequence  of  this  simple  but  effective  reform,  great 
benefits  were  brought  to  the  people  ol  Greece. 

About  84  years  Def ore  Christ,  however,  we  find  that  the  rate  of 
interest  in  the  city  of  Rome  was  about  4  per  cent,  while  in  the  Prov- 
inces it  was  much  higher.  Justinian,  who  was  then  ruling,  fixed  the 
rat^  at  6  per  cent,  except  for  mercantile  loans,  on  which  the  rate  was 
8  per  cent.  Cicero  mentions  that  Cato,  being  asked  what  he  thought 
01  usury,  made  no  other  answer  to  the  question  than  by  asking  the 
person  who  spoke  to  him  what  he  thought  of  murder.  Christ  drove 
the  money  cnangers  out  of  the  Temple  for  charging  usurious  rates 
of  interest. 

An  examination  of  the  history  of  panics  and  financial  depressions 
in  America  brings  to  light  the  convincing  proof  that  these  conditions 
always  have  a  most  disastrous  result  upon  agriculture,  and  especially 
upon  the  cotton  growers.  This  is  due  to  the  fact  that  two-tciirds  of 
the  American  cotton  crop  must  be  exported ;  also  to  the  fact  that  while 
eotton  is  a  necessity,  during  periods  of  great  depression  the  first  re- 
quirement to  human  life  is  food;  hence  the  demand  for  cotton  and 
cotton  goods  feels  the  effects  of  such  conditions  before  the  demand 
for  food  products. 

The  artificial  deflation  of  about  1873,  which  was  put  into  force  some 
eight  years  after  the  close  of  the  War  between  tne  States,  brought 
wreck  and  ruin  to  agriculture. 

The  commencement  of  the  World  War,  in  1914,  on  account  of  the 
effect  it  had  upon  exports  and  the  demand  for  cotton  in  foreign 
countries,  had  brought  fearful  losses  to  the  cotton  producers.  It  was 
due  to  actual  experience,  in  addition  to  an  unaerstanding  of  the 
disastrous  effects  of  artificial  deflation,  that  every  precautionary 
measure  possible  was  adopted  to  avoid  being  caught  m  the  trap  of 
artificial  deflation.  Probably  at  no  time  were  the  cotton  producers 
better  posted  on  the  statistical  position  of  cotton — supplies,  demands, 
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and  world  requirements — than  during  the  last  several  years.  Their 
leaders  knew  that  the  representatives  on  the  commodity  side  of  the 
peace  conference  from  the  cotton-consuming  coimtries  of  the  world 
were  seriously  alarmed  over  the  supplies  of  raw  cotton,  and  that  it 
was  the  consensus  of  opinion  of  many  of  such  representatives  that 
the  world  was  facing  a  cotton  famine,  and  that  this  judgment,  which 
was  the  unanimous  judgment  of  the  delegates  to  the  commodity  side 
of  the  peace  conference,  was  confirmed  by  leading  experts  on  cotton. 
The  following  statistics,  taken  from  the  reports  of  the  Unit^ 
States  Census  Bureau,  give  the  exports  of  American  cotton  each 
year  since  1912: 

1920 6,598  347  i  1916 6,191,110 

1919 5,  66%  920  1915 8,544,563 

1918 4,476,124  1914 8,914,839 

1917 5,730,009  1912 10,681,75^ 

These  figures  are  interesting  as  a  study  of  the  heavy  falUng  off  of 
exports  since  the  World  War  was  declared  in  1914  and  up  to  the 
present  time.  Fortunately  for  the  South,  the  crops  of  American 
cotton  produced  during  the  period  of  1915-1919,  inclusive,  were 
short,  owing  to  adverse  climatic  conditions,  scarcity  of  labor,  etc. 

It  will  be  noted  that  the  first  sharp  drop  in  cotton  exports  occurred 
in  the  year  1916,  with  a  shortage  of  four  and  a  half  inilUon  bales  as 
compared  with  exports  in  1912.  In  1918  the  loss  was  two  and  a  half 
times  below  those  of  1912.  The  situation  be^an  to  improve  in  1919 
and  was  getting  materially  better  in  1920,  wnen  the  world  financial 
crisis  came  on  and  practically  put  a  stoppage  to  the  wheels  of 
industry,  and  especially  cotton  consumption. 

In  the  meantime,  while  underconsumption  has  been  so  conspicuous 
for  the  past  few  years,  the  surplus  of  American  cotton  has  been 
accumulating,  especially  the  lower  ^ades,  because  of  the  closed 
markets  in  central  European  countries.  If  all  the  world  cotton 
spindles  could  have  been  in  constant  operation,  and  the  real  needs 
of  cotton  clothing  suppKed,  there  would  to-dav  be  a  shortage  of 
raw  cotton  instead  of  a  surplus.  This  is  clearly  evident  from  the 
fact  that  there  has  been  a  lossage  in  American  exports,  due  to  imder- 
consumption  since  1914  to  the  close  of  1920,  of  28,644,394  bales,  as 
conapared  with  the  exports  of  1912.  Even  on  the  reduced  export 
basis  of  8,900,000  bales  in  1914,  there  has  been  a  total  lossage  in 
foreign  underconsumption  of  16,275,961  bales  for  the  years  1915  to 
1920,  inclusive.  This  would  have  wiped  out  the  entire  surplus 
heretofore  carried  over  each  year  and  absorbed  every  bale  of  the 
large  crop  produced  in  1920.  With  such  demand,  prices  for  the  raw 
product  would  have  been  correspondingly  good. 

These  facts  show  that,  based  on  the  world^  present  spindle  capacity; 
without  adding  another  new  spindle  or  loom,  there  has  been  no 
overproduction  of  American  cotton.  The  trouble  is  found  in  under- 
consumption during  the  past  few  years  tlirough  the  stoppage  of 
miUions  of  foreign  spindles,  or  their  opexation  on  short  time,  due  to 
war  and  the  economic  situation  which  has  developed  as  a  result  of 
the  war,  the  Contraction  of  credits,  and  restriction  of  exports  bj 
governmental  agencies. 

As  a  result  of  the  drastic  artificial  deflation  policy  of  the  Federal 
reserve  banking  systerii,  enforced  through  restrictions  of  credits,  con- 
traction of  currency  and  high  usiu-ious  rediscount  interest  rates  on 
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the  banking  interests  of  the  cotton  belt,  the  financial  condition  of 
the  farmers  and  business  interests  generally  are  worse  than  ever 
known  in  the  history  of  that  section  in  peacsful  tim?3.  With  a  dis- 
organization of  the  financial  machinery  of  the  country  by  the  action 
of  the  Federal  Reserve  Board,  and  the  arbitrary  suspension  of  the 
War  Finance  Corporation  by  the  then  Secretary  of  Treasury,  David 
F.  Houston,  in  the  spring  of  1920,  confidence  in  business  activity  was 
destroyed,  markets  stagnated  and  exports  throttled,  and  the  steady 
flow  01  credits  through  the  banks  to  the  people  checked. 

In  order  to  present  an  intelligent  and  comprehensive  statement 
analyzing  the  present  financial  conditions  in  tne  cotton  belt  at  the 
present  time,  it  is  necessary  that  your  attention  be  called  to  the  con- 
ditions prevailing  in  the  raw  cotton  industry  in  the  fall  of  1919  and 
the  spring  of  1920. 

Up  to  the  close  of  1919  the  Southern  States  had  produced  five 
successive  short  cotton  crops,  averaging  slightly  in  excess  of  11,000,- 
000  bales  each  year.  The  active  cotton  spinnmg  mills  of  the  world 
were  operating  on  full  time  and  the  demand  for  cotton  goods  was  far 
in  excess  of  supplies  at  abnormally  high  prices.  The  markets  for  the 
better  grades  oi  spot  cotton  were  most  active  at  the  best  prices  pre- 
vailing for  several  decades.  This  was  the  condition  in  October,  1919, 
when  the  world  cotton  conference  assembled  at  New  Orleans  with 
representatives  from  13  different  countries.  Just  prior  to  this  con- 
ference, rumors  had  been  current  from  certain  financial  centers  that 
some  s}^tem  of  deflation  in  prices  would  be  inaugurated  to  lower  the 
high  cost  of  living.  The  officials  of  the  American  Cotton  Association, 
as  a  result  of  these  rumors,  were  seriously  considering  the  inaugura- 
tion of  a  southwide  cotton  acreage  reduction  campaign  for  1920. 

At  a  largely  attended  convention  in  New  Orleans  in  the  early  fall  of 
1919,  which  convention  was  attended  by  merchants  farmers  and 
bankers  from  the  14  cotton-growing  States,  the  matter  of  drastic 
artificial  deflation  and  the  closing  of  exports  was  given  serious  con- 
sideration, it  being  unanimously  agreed  that  it  would  be  the  part  of 
folly  to  attempt  to  produce  cotton  m  case  exports  would  be  closed  or 
a  (frastic  artificial  deflation  policy  enforced,  as  it  was  necessary  to 
incur  the  expense  of  production  many  months  before  the  crop  could 
be  harvested  and  marketed;  that  under  a  deflation  policy,  it  would 
spell  the  absolute  necessity  of  heavy  losses;  that  in  addition  to  this, 
it  exports  were  closed,  as  it  is  necessary  to  export  two-thirds,  of  the 
American  cotton  crop,  this,  in  itself,  would  bring  disastrous  results. 
A  resolution  was  forwarded  to  the  President  concerning  this  matter. 
As  president  of  the  American  Cotton  Association,  I  only  consented 
to  take  part  in  the  world  cotton  conference  with  the  understanding 
that  I  was  to  deliver  an  address  upon  the  necessity  of  paying  a  profit- 
able price  to  the  producer  and  was  to  act  as  chairman  of  the  com- 
mittee on  supplies,  distribution,  and  world^s  requirements  of  cotton. 
I  presided  over  this  conference  that  represented  13  cotton-pro- 
ducing countries  of  the  world.  The  first  question  that  practically 
split  tne  committee  was  this*:  I  got  up  as  chairman,  having  some  one 
else  to  preside,  and  said:  ** Gentlemen,  I  want  to  be  perfectly  frank 
about  tnis  situation.  Unless  we  can  be  assured  in  some  way  that 
drastic  deflation  will  not  take  place  artificially,  in  which  event  we 
would  be  worse  off  than  ever,  we  will  have  to  reduce  the  acreage; 
and  it  takes  time  to  produce  cotton.'' 
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The  committee  selected  probably  three  of  the  best  experts  in  the 
world  on  cotton.  Those  experts  unanimously  came  back  to  the  com- 
mittee and  said:  *'The  world  will  need  15,000,000  bales  of  American 
cotton.     We  are  facing  a  cotton  famine." 

In  the  second  pla.ce  they  said:  *^ Under  these  conditions  if  you 
should  put  out  propaganda  to  decrease  cotton  production  it  would  be 
little  short  of  criminal.  The  world  is  in  dire  need  of  it,  and  people 
have  not  supplied  their  wants  with  the  semi-necessity,  clothing,  for 
nearly  four  years.'' 

I  appointed  a  subcommittee,  and  they  went  over  this  proposition, 
and  agreed  unanimously  that  there  was  going  to  be  no  doubt  in  the 
world,  according  to  statistics,  that  the  world  would  need  15,000,000 
bales  of  American  cotton  from  the  1920  crop. 

But  our  committee  still  refused  to  withdraw  their  proposition  to 
reduce  cotton  acreage  drastically  until  they  had  further  information. 
They  held  a  conference  for  the  first  time  in  the  life  of  the  cotton 
producers  of  America — held  a  conference  with  the  spinners.  They 
invited  me  to  the  conference.  I  had  the  honor  and  the  pleasure  of 
sitting  by  some  of  the  most  prominent  men  in  the  spinning  business, 
as  well  as  some  of  the  Humblest  cotton  producers  in  the  business. 
The  situation  was  discussed  pro  and  con.  I  suggested:  ** Gentlemen, 
if  you  permit  this  to  go  out  you  will  get  caught  in  some  trap." 
I  wanted  the  matter  looked  into  most  carefully,  and  I  want  to  sav, 
gentlemen  of  the  commission,  here  is  what  we  found  out  in  the  peace 
conference :  We  are  facing  a  cotton  famine.  You  have  an  opportunity 
such  as  you  never  had  before  in  the  matter  of  cotton  production. 

Well,  we  had  three  different  conferences.  As  a  result  of  those 
conferences  I  wrote  to  President  Wilson — and  I  will  give  you  the 
letter  later  on,  when  I  can  reach  it,  for  the  record — and  asked  him  if 
he  would  not  take  this  step:  Would  he  not  call  to  Washington  the 
representatives  of  the  various  agricultural  groups  and  various  groups 
interested  in  commerce,  which  I  named,  for  the  purpose  of  disciissinff 
this  matter,  for  the  purpose  of  cooperating  together,  so  that  we  could 
take  advantage  of  the  opportunity  that  existed  to  supply  raw  material 
to  the  peoples  across  the  water,  to  enable  them  to  rehabilitate  them- 
selves and  to  pay  the  enormous  debts  that  were  due  to  u^.  I  said,  if 
they  could  not  get  together  and  take  the  means  necessary  to  assure 
exportation,  could  not  they  allay  the  fear  in  the  minds  and  hearts  of 
the  men  who  had  been  ruined  in  1873  ? 

(The  letter  to  President  Wilson  is  here  printed  in  full  in  the  record, 
as  follows:) 

St.  Matthews,  October  7,  J920. 
Hon.  WooDROw  Wilson,  Washington. 

My  Dear  Mr.  President:  We  feel  convinced  that  you  do  not  realize  the  eeriousneeB 
of  the  conditions  now  confronting  the  apricultural  interests  of  America  and  the  fad 
that  it  will  be  absolutely  impossible  for  the  producer  to  meet  these  conditions  and  at 
the  same  time  supply  the  production  which  is  necessary  to  our  Nation,  to  say  nothiwr 
of  the  sreatlv  increased  production  which  is  absolutely  necessary  in  order  to  reestabUjh 
normal  conditions  and  promote  commercial  activity,  thus  bringing  about  peace  and 
prosperity. 

We  have  joined  in  a  call  with  22  of  the^largest  agricultural  associations  from  yarioufi 
sections  of  the  Nation,  to  the  farmers  of  America,  for  a  conference  at  Washington, 
October  12  and  13.  for  the  purpose  of  taking  definite  action  concerning  the  adverse 
conditions  now  confronting  them,  and  for  the  specific  purpose  of  taking  definite  action 
regarding  present  marketing  conditions  of  agricultural  products,  which,  if  maintained, 
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will  bring  a  loss  of  hundreds  of  millionfl  of  dollars  to  the  farmers  of  the  United  States 
and  will  result,  as  stated  above,  in  forcing  decreased  production. 

I  am  inclosing  to  you  herewith  a  copy  of  the  call  \^hich  has  been  issued  to  the  farmers 
of  America. 

The  agricultural  producers  of  our  Nation,  to  a  large  extent,  are  force<l  to-day  to  sell 
their  products  below  the  cost  of  production  for  the  reason  that,  for  some  of  our  most 
important  staple  crops,  they  are  unable  to  gain  access  to  the  markets  of  Europe, 
where  there  is  a  pressing  demand  for  these  products.  . 

A  large  part  of  each  year's  staple  crops  must  be  carried  along  during  the  year  until 
needed  for  consimiption.  Oedit  to  do  this  mast  be  given  to  the  middlemen  hoarders 
or  to  farmer  producers.  The  farmers'  difficulty  in  securing  credit  to  hold  their  crops 
until  needed  for  consumption  is  largely  responsible  for  the  slump  in  prices  of  staple 
crops,  though  increased  freight  rates  are  also  an  important  factor. 

A  recent  investigation  shows  that  the  reduction  in  the  average  prices  received  from 
July  1  to  September  1,  this  year,  by  producers  of  the  Unite<l  States  for  wheat,  corn, 
potatoes,  apples,  cotton,  and  beef  cattle  would  mean  a  loss  to  the  producers  of 
$1,782,375,550. 

We  are  eJi^ecially  anxious  to  hold  a  conference  with  you  and  with  the  members 
of  your  Cabinet  (at  the  most  convenient  hour  to  you  during  this  convention  of  the 
fannejs  of  America")  for  the  purpose  of  discussing  with  you  and  vour  Cabinet  members, 
the  conditions  which  are  seriously  threatening  the  agricultural  life  of  America.  How- 
ever, we  wish  it  distinctly  understood  that  we  do  not  ask,  nor  do  we  expect,  any 
eanecial  consideration  or  privilege. 

Nature  seems  to  have  taken  a  particular  care  to  disseminate  her  blessings  among 
the  different  regions  of  the  world  with  an  eye  to  their  mutual  intercourse  and  traffic 
among  mankind,  that  the  nations  of  the  several  parts  of  the  globe  might  have  -a  kind 
of  dependence,  upon  one  another  and  be  united  together  by  their  common  interest. 
The  care  of  our  national  commerce  redounds  more  to  the  riches  and  prosperity  of  the 
public  than  any  other  act  of  ^vemment. 

Congress  created  the  War  Finance  Corporation  and  provided  a  fund  of  $1,000,000,000 
to  be  utilized  for  the  purpose  of  promoting  our  commerce.  This  corporation  has  failed 
to  function.  Hence,  to-day  we  are  suffering  on  account  of  our  inability  to  enter  the 
channels  of  foreign  commerce,  while  the  nations  of  Europe  are  suffering  on  account 
of  their  inability  to  secure  our  raw  material. 

In  addition  to  this,  we  are  suffering  on  account  of  restrictions  of  credits  and  on 
account  of  a  policy  of  deflation.  Most  assuredly,  history  will  repeat  itself  if  deflation 
is  started  on  agpculture,  the  foundation  of  commerce,  and  the  effect  will  be  dis- 
astrous. Deflation  must  of  course  be  based  upon  production.  Following  the  World 
War,  it  can  only  come  as  a  result  of  an  enormously  increased  production.  We  are 
forced  to  bear  the  burden  of  enormously  increased  transportation  charges  and  greatly 
increased  taxes,  due  to  the  World  W^ar.  We  are  compelled  to  meet  the  enormously 
increased  scale  of  wages.  Due  t"»  these  facts,  the  cost  of  agricultural  production  has 
enormously  increased.  All  of  this  has  net  only  brought  to  us  stupenaous  h  sses,  but 
has  brought  us  face  to  face  with  a  most  serious  condition  concerning  future  production. 

The  revolutions  of  time  furnish  no  pre\'ious  example  of  a  nation  shooting  up  to 
maturity  and  expanding  into  greatness  with  the  rapidity  which  has  cbaracteriztnl  the 
growth  of  the  American  people.  The  World  War  has  made  the  United  States  a  world 
power,  the  controlling  factor  in  world  affairs.  The  die  is  cast.  There  can  be  no  re- 
treat, no  turning  back.  The  opportunity  for  world  supremacy  in  commerce  has  been 
knocking  at  our  door.  The  proaucts  of  our  fields,  mines,  forests,  and  factories  should 
have  access  to  world  markets.  Our  Nation  should  be  the  champion  of  the  freedom  of 
the  world,  which  freedom  can  only  b^  secured  and  promoted  through  intense  com- 
mercial activity,  world-wide.  Commerce  tends  to  wear  off  those  prejudices  which 
'"i^^intain  distinction  and  animosity  between  nations.  It  unites  them  by  one  of  the 
strongest  of  all  ties — the  desire  of  supplying  their  mutual  want^.  It  disposes  them  to 
peace,  by  establishing  in  every  State  an  order  of  citizens  bound  by  their  interest  to  be 
theguardians  of  pubUc  tranquillity. 

We  are  to-day  treading  in  the  same  steps  that  other  historic  nations  have  taken  and 
regretted.  Agriculture  is  the  foundation  of  commerce  and  civilization.  Throttle 
agriculture  and  commerce  and  civilization  will  perish.  Throttle  commerce  and  you 
will  damn  civilization.  It  is  only  as  a  result  of  intense  commercial  activity,  world- 
wide, that  it  will  be  possible  to  bring  peace  and  prosperity.  There  is  need  for  an 
enormously  increased  production  from  the  fields,  the  mines,  the  forests,  and  the 
factories  of  America  for  the  purpose  of  upbuilding,  through  the  only  channel  through 
whidi  we  can  secure  and  promote  peace — commerce — the  higher  civilization  which 
should  come  as  a  result  of  the  fearful  sacrifices  of  the  World  War. 
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This  request  is  being  made  in  behalf  of  the  various  associations  of  America  who  have 
signed  the  inclosed  call  for  the  convention  in  Washington  on  October  12  and  15. 
Assuring  you  that  your  attention  and  reply  will  be  nighly  appreciated,  I  remain, 
Respectfully, 

J.  S.  Waknamakeu, 
Prendent  American  Cotton  Asaoriation. 

In  reply  to  this. letter  that  I  wrote  to  President  Wilson — and, 
gentlemen  of  the  commission,  our  association  is  nonpolitical  and  I  am 
not  touching  on  political  subjects  at  all.  In  reply  to  this  letter  I 
wrote  to  President  Wilson  I  got  this  information: 

That  the  Congress  in  its  wisdom  had  created  the  War  Finance  Corporation  for  the 
purpose  of  exporting  American  products;  that  it  was  going  to  function  for  one  year 
after  the  ratification  of  peace. 

That  showed  us  there  was  going  to  be  exports. 

Then  I  got  a  letter  from  Secretary  of  tne  Treasury  Houston,  in 
which  he  said  that  he  saw  no  reason  or  necessity  for  calling  people  to 
Washington. 

As  the  result  of  this  information  that  came  from  Washington  and 
the  information  we  had  had— and  I  personally  had  talked  with  the 
chairman  of  the  commodity  side  of  the  peace  conference,  and  had 
talked  with  members  of  the  commission — as  a  result  of  the  informa- 
tion I  had,  which  was  first  hand  and  I  knew  to  be  correct,  I  could  not 
conceive  that  there  would  be  any  hmnan  possibility  whereby  the 
people  of  Europe  would  not  be  permitted  to  get  our  raw  products, 
thereby  giving  them  an  opportunity  to  rehabilitate  themselves  and 
to  pay  their  debts. 

Therefore  we  withdrew  the  proposition  to  reduce  the  acreage,  and 
the  largest  acreage  was  planted  that  was  ever  planted. 

Now,  gentlemen  of  the  commission,  I  want  to  say  that  we  have 
never  been  so  foolish  as  to  think  that  an  entire  staple  crop  can  be 
held  for  any  price  at  any  time.  But  in  1919,  when  the  world's  cotton 
conference  met  in  New  Orleans,  in  October,  about  which  I  have  told 
ou,  tlicy  recommended  that  based  upon  the  price  of  the  manu- 
aetured  product  and  based  upon  cost  of  production  the  producer 
ought  to  get  30  cents  a  pound  for  his  cotton. 

Cotton  was  then  bringing  18  cents  a  pound,  and  some  was  sold 
at  that.  In  1919  they  renewed  it  when  cotton  was  about  22  cents— 
not  that  anvbody  had  to  hold  it.  We  had  upon  our  committee 
some  of  the  leading  bankers  of  the  South.  We  had  the  leading  busi- 
ness men.  We  were  trying  to  apply  to  the  situation  skill  and  common 
sense.  Two-thirds  of  the  American  cotton  crop  is  sold  within  a 
very  short  time  after  the  harvest  month.  As  a  result  of  conditions 
in  1873 — and  the  South  has  never  gotten  over  those  conditions— it 
has  never  got  to  the  point  of  knowmg  what  cotton  is  worth.  The 
producers  have  sold  albout  as  fast  as  the  crop  was  produced.  And 
the  American  cotton  crop  is  grown  largely  by  women  and  children. 

As  a  result  of  this  conference  in  1919  we  recommended  that  based 
upon  cost  of  production,  the  world^s  supply  and  needs,  that  we  ought 
to  get  40  cents  a  pound  for  cotton.  Some  people  who  held  their 
cotton  got  40  cents  for  it.  But  nobody  had  to  hold  it.  They  were 
not  forced  to  hold  it.     It  was  given  out  as  a  matter  of  information. 

Now,  we  get  down  to  the  1920  period.  I  thought  I  had  thrown 
around  the  situation  every  precaution.  I  thought  we  were  safely 
going  through  the  period.     1  could  not  conceive  that  the  American 
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Government  would  permit  a  change  in  finances  that  would  catch 
the  producers  between  the  time  of  production  at  enormous  expense 
and  of  selling  at  a  low  price.  I  thought  the  producer  would  be  able 
to  get  back  what  heput  in  it  and  a  reasonable  profit.  A  large  acre- 
age was  planted.  We  were  still  carrying  low^ade  unsalable  cotton. 
In  March  I  got  a  letter  from  Secretary  of  the  Treasury  Houston, 
which  I  am  going  to  read  to  you.  The  letter  said,  concerning  expor- 
tation of  American  raw  products: 

The  policy  of  the  Grovernment  is  opposed  to  exportation  of  these  products,  as  it 
would  result  in  maintaining  present  high  prices  here,  prices  that  would  subsidize 
the  producer,  and  it  will  result  in  increasing  the  indebtedness  of  European  countries 
either  to  private  citizens  of  America  or  to  the  Government. 

I  realized  what  was  going  to  happen  when  I  got  that  letter.  We 
were  in  a  very  serious  predicament,  not  only  me  cotton  producers 
but  the  producers  of  agncultural  products  generally. 

The  Chairman.  What  was  the  date  of  that  letter  ? 

Mr.  Wannamaker.  It  is  dated  March  13,  and  I  will  read  it  into 
the  record. 

(The  letter  referred  to  is  here  printed  in  full  in  the  record,  as  fol- 
lows:) 

The  Secretary  of  the  Treasury, 

Washington,  March  ISy  1920, 

Dear  Mr.  Wannamaker:  I  received  your  letter  of  March  10,  which  I  have  read 
with  great  interest.  I  do  not  think  it  would  be  wise  for  the  President  to  issue  a  call 
to  the  business  interests  of  America  to  meet  in  Washington  for  the  purpose  of  discus- 
sing, arranging,  and  putting  into  force  and  effect  volunteer  means  whereby  credits 
could  be  extended  for  the  purpose  of  affording  a  means  of  obtaining:  our  products. 
I  aui  opposed  to  Government  interference  in  such  matters  as  this,  and  I  do  not  think 
that  the  producers  of  this  country  need  to  be  sunmioned  by  the  Government  to  con- 
sider measures  to  be  adopted  in  their  own  interest.  The  Government's  summons  is 
Bure  to  suggest  the  hope  of  Government  aid,  directly  or  indirectly.  It  is  now  more 
than  15  months  since  the  cessation  of  hostilities  and  high  time  that  our  business  men 
resumed  the  old  practice  of  thinking  and  acting  for  themselves  and  on  their  own 
initiative.  Indeed,  they  have  been  doing  so  as  is  evidenced  by  the  enormous  exports 
which  we  have  made  and  are  making  to  Europe  and  the  enormous  credits  which  have 
been  extended  for  the  purpose.    In  nis  annual  report  Secretary  Glass  said: 

"^Ten  must  go  back  to  work  in  Europe,  must  contribute  to  increi^wed  production. 
The  industries  of  Europe,  of  course,  can  not  be  set  to  work  without  raw  materials, 
machinery,  etc.,  and  to  the  extent  that  these  are  to  be  secured  from  the  United  States 
the  problem  of  financing  the  restoration  of  Europe  belongs  primarily  to  our  exporters. 
Governmental  financial  assistance  in  the  past  and  talk  of  plans  for  future  Government 
or  banking  aid  to  finance  exports  have  apparently  led  our  industrial  concerns  to  the 
erroneous  expectation  that  their  war  profits,  based  so  largely  on  exports,  will  continue 
inde6nitely  without  effort  or  risk  on  their  part.  To  them  will  fall  the  profits  of  the 
exports  and  upon  them  will  fall  the  consequences  of  failure  to  make  the  exports. 
So  soon  as  domestic  stocks,  which  were  very  low  at  the  time  of  the  armistice,  have  been 
repleni^ed,  those  industries  which  haVe  been  developed  to  meet  a  demand  for  great 
expM^rt'i,  paid  for  out  of  Government  war  loans,  will  be  forced  to  close  plants  and  forego 
diridendjs  unless  they  maintain  and  develop  an  outlet  abroad.  The  industries  of 
the  country  must  be  brought  to  a  realization  of  the  grav-ity  of  this  pi-oblem,  must  go 
out  and  seek  markets  abroad,  must  reduce  prices  at  home  and  abroad  to  a  reasonable 
level,  and  create  or  cooperate  in  creating  the  means  of  financing  export  business.  " 
Very  truly,  yours, 

D.  F.  JIOUSTON. 

J.  S.  Wannamaker,  Esq., 

President  American  Cotton  Associatirm,  St.  Mntthms,  S.  C. 
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The  Chairman.  I  think  it  of  considerable  consequence  that  the 
sequence  of  time  should  be  made  very  clear  in  the  discussion  of  these 
questions,  so  that  a  conclusion  can  be  arrived  at  by  members  of  th€ 
•commission  with  a  very  clear  conception  of  the  sequence  of  events  a^ 
they  took  place.  I  merely  make  that  statement  because  I  hope  a^ 
you  go  along  you  will  tell  us  when  these  various  conference  toot 
place,  and  the  dates  of  the  letters  to  which  you  refer,  and  that  so  faj 
as  possible  the  letters  and  various  statements  will  be  put  into  th( 
record,  so  that  the  members  can  judge  for  themselves  as  to  what  th( 
conditions  at  the  time  were. 

Mr.  Wannamaker.  I  am  going  to  carry  out  your  suggestion,  an( 
for  the  purpose  of  saving  time  I  will  read  this  me  consecutively  as  1 
come  to  it.     But  I  wanted  to  make  a  general  statement  first. 

The  Chairman.  I  do  not  want  to  interrupt  vour  line  of  argument 
but  am  merely  stating  that  at  some  time  1  think  these  papers  ant 
record  should  go  into  the  record  in  regular  sequence,  so  that  we  ma] 
have  the  matter  clearly  before  us. 

Mr.  Wannamaker.  I  am  going  to  take  up  the  file  as  I  come  to  it 
I  want  to  reach  some  circulars  issued  by  the  Federal  Reserve  Board- 
but  I  want  to  make  a  statement  before  I  read  this  circular — that ! 
take  the  position  we  have  never  had  a  buyers'  strike;  we  have  hadi 
buyers'  panic.  I  take  the  position  that  this  panic  has  been  practi 
cally  incubated  and  hatched  as  the  result  of  the  unceasing  propagandi 
that  has  been  sent  out  to  destroy  confidence,  sent  out  in  the  press 
propaganda  sent  out  to  convince  the  public  that  prices  had  to  g< 
lower,  and  finally  reached  the  stage  where  everybody  wanted  to  sel 
and  nobody  wanted  to  buy. 

Representative  Funk.  Propaganda  sent  out  by  whom  ? 

Mr.  Wannamaker.  I  will  nrst  take  u,p  the  Federal  Reserve  Board 
and  if  I  am  not  out  of  order  I  will  state  right  here  that  I  never  fal 
out  with  any  man  because  he  differs  with  me.  I  have  frequentl] 
attacked  their  position,  and  I  attack  it  to-day — not  attacking  the  lai 
particularly,  but  the  way  it  has  been  administered — but  I  am  goinj 
to  make  certain  suggestions  in  regard  to  amendments.  I  want  t( 
ask  this  commission,  in  seeking  information  upon  which  to  base  ib 
findings  as  to  the  Federal  Reserve  Board,  to  ask  that  board  to  fumisl 
you  in  detail  with  a  statement  as  to  the  amount  paid  by  them  foJ 
publicity,  both  through  newspapers  and  otherwise,  both  as  regard* 
tJie  Federal  Reserve  Board  ana  the  various  regional  reserve  districts- 
including  the  amount  paid  for  publicity  correspondence,  and  that 
they  show  that  information  for  the  various  reserve  districts  and  for 
the  board  itself  over  a  period  of  18  months.  I  would  also  like  to  ask 
this  commission  to  inquire 

Senator  Harrison  (interposing) .  Have  they  publicity  men  em- 
ployed ? 

Mr.  Wannamaker.  Am  I  compeUed  to  answer  that  ? 

Senator  Harrison.  I  would  like  for  you  to  answer;  you  have  got 
my  curiousity  aroused  now. 

Mr.  Wannamaker.  I  wiU  answer.  Yes;  it  is  my  impression  that 
they  have  them  employed,  and  they  had  them  employed,  and  *hat 
th^  are  well  paid. 

The  Chairman.  Are  you  speaking  now  of  the  Federal  Reserve 
Board? 
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Mr.  Wannamaker.  Yes;  and  I  refer  you  to  the  recent  items  in  the 
papers,  in  New  York.  I  refer  you  to  one  of  last  Wednesday,  which 
practically  reads — I  can  almost  repeat  what  it  said — it  speaks  of  the 
wonderful  service  performed  by  them,  and  that  it  shortened  the  war. 
It  says  it. really  has  saved  money  under  those  conditions;  rendered 
a  wonderful  service,  and  by  that  wonderful  service  prevented  a  panic. 
I  talked  to  one  business  man  who  stated  to  me  that  he  had  passed 
through  several  panics,  and  he  would  rather  have  ten  panics  than  one 
drastic  artificial  deflation.  It  says  this  committee  to-day  is  for  the 
urpose  of  creating  a  second  inflation;  that  the  Federal  reserve 
anK — if  the  steps  are  taken  that  result  in  the  lowering  of  the  re- 
discount rates — S  that  should  happen  to  the  New  York  banks,  will 
the  New  York  banks  stand  for  it  ?  We  do  not  want  second  inflation. 
I  will  take  that  up  more  in  detail.  In  1919,  in  the  annual  report  of  the 
Federal  Reserve  JBoard  made  at  the  close  of  the  year  1919;  made  by 
the  president  of  the  Federal  Reserve  Board,  this  statement  is  made 
[reading] : 

It  muflt  never  be  forgotten  that  productive  industry  is  profoundly  affected  by  credit 
conditions.  Modem  business  is  done  on  credit.  One  of  its  life-giving  principles  is 
credit.  The  mood  and  temper  of  the  business  community  are  deeply  affected  by  the 
state  of  credit,  and  may  easily  be  disturbed  by  ill-considered  or  precipitate  action. 
A  system  of  credit  control  must  always  be  judged  by  what  it  does  to  maintain  a  healthy 
condition  of  mind  on  the  part  of  all  sections  and  classes  of  the  producing  community. 
The  ultimate  test  of  the  functioning  of  a  credit  system  must  be  found  in  what  it  does 
to  promote  and  increase  the  production  of  goods. 

The  ultimate  test  of  the  fmictioning  of  a  credit  system  must  be 
found  in  *'what  it  does  to  promote  and  increase  the  production  of 
goods/ '     [Continuing  reading :] 

True  in  general,  the  truth  of  this  observation  deserves  to  be  particularly  emphasized 
in  the  present  deranged  state  of  world  industry  and  world  tmde  when  production  is 
the  crym^  need  of  the  hour  everywhere. 

Too  rapid  or  too  drastic  deflation  would  defeat  the  very  piu^ose  of  a  well-regulated 
credit  system  by  the  needless  unsettlement  of  mind  it  would  produce  and  the  dis- 
aetrous  reaction  that  such  unsettlement  would  have  upon  productive  industry. 

This  is  going  into  1920.     [Continuing  reading:] 

Radical  and  drastic  deflation  is  not,  therefore,  in  contemplation,  nor  is  a  policy  of 
further  expansion.  Either  course  would  in  the  end  lead  only  to  disaster  and  must  not 
be  permitted  to  develop.  The  credit  situation  in  the  United  States  ia  at  the  bottom 
sound  and  safe.  Our  economic  and  financial  po  ition  is  essentially  stronp;.  There 
need  be  no  occasion  for  apprehension  as  to  our  ability  to  effect  the  transition  from 
war-time  to  peace-time  conditions  if  reasonable  pafeguards  against  the  abuse  of  credit 
ire  respected".     There  if,  however,  no  need  for  precipitate  action  or  extreme  measurep. 

This  is  in  the  annual  report  of  the  president,  in  the  fall  of  1919, 
when  we  were  considering  reducing  production. 

The  Chairman.  What  is  the  date  of  that  circularl 

Mr.  Wannamaker.  This  is  not  dated,  but  it  is  in  the  anntial 
report  of  1919. 

On  Januarj^  6,  1920,  in  a  circular  addressed  *'To  the  president  of 
the  hanking  institution  addressed,*'  is  this  paragraph  [reading]: 

It  should  not  be  overlooked  that  Federal  reserve  banks  hold  all  of  the  l^al  reserve 
o{  the  member  banks  of  the  country  and  are  the  final  source  of  credit  supply.  As 
reflecting  the  credit  demands  upon  eastern  banking  institutions,  it  is  further  to  be 
noted  that  the  reserve  banks  of  the  East  have  been  showing  the  lowest  percentages  of 
reserve  in  the  system,  and  that  these  banks  have  rediscounted  freely  with  other 
reserve  banks. 

Tlup  thenj  is  the  crux  of  the  situation.  We  have  expanded  bank  credit  up  to  and 
i>eyond  the  limit  to  which  we  should  go,  and  it  is  responsible  in  a  large  degree  for  high 
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price-.  The  safety  valve  is  popping.  Many  banks  appear  to  feel  that  they  are  ot>m- 
pelled  to  borrow  to  extend  t>  their  customers  the  amount  of  credit  called  for  by  them. 
This  can  be  overdone  and  is  being  overdone. 

This  competition  for  and  use  of  credit  t  hould,  therefore,  be  restrained  by  banking 
inatitutiouF,  and  everywhere  all  over  the  country  the  campaign  should  be  instituted 
for  an  increase  of  production  -by  existing  equipment  and  labor.  And  since  banking 
institutions  are  brought  into  such  intimate  contact  with  those  who  apply  for  credit, 
this  principle  should  be  presented  to  them  with  all  the  force  at  command. 

Gentlemen,  I  want  to  call  your  special  attention  to  this  circular. 
Here  is  a  circular  that  gave  us  a  great  deal  of  consolation  in  the  early 
spring  of  1920.  In  fact,  these  are  the  things  they  sent  out;  here  is 
one  on  January  15,  1920  [reading]: 

The  end  of  the  year  brings  a  repetition  from  every  section  of  the  reports  of  un- 
precedented prosperity.  Farmers,  merchante,  manufacturers,  and  Iwinkers  have  ill 
nad  record  yeare;  Particularly  is  this  true  of  the  cotton  and  tobacco  sections.  Fabu- 
lous prices  for  these  crops  have  filled  the  pockets  of  the  farmers  \iith  money,  with  the 
result  that  merchants  have  enjoyed  a  phenomenal  trade.  There  has  been  a  demand 
for  practically  everything  that  can  be  made  on  the  farm  or  in  the  factory.  Manufac- 
turers, jobber;*,  wholesalers,  and  retailers  are  all  busy,  the  volume  of  trade  being  only 
limited  by  supplier.  The  holiday  bueiness  is  reported  as  remarkably  good,  and  many 
stores  show  practically  clean  phelves.  Collections  were  '*  never  better  '  and  many  old 
accounts  have  been  liquidated.  Failures  are  ?till  very  limited  in  number  and  lia- 
bilities in  volume. 

Now,  underscored  in  heavy  type  is  this  [continuing  reading] : 

The  unsold  portions  of  farm  products  are  in  good  demand  and  prices  running  high. 

With  that  information  before  you,  could  you  conceive  of  any  neces- 
sity of  reducing  your  production,  or  any  measure  of  a  policy  being 
put  on  that  would  tax  you  between  the  time  that  you  planted  and  the 
time  that  you  harvested  and  marketed  ? 

The  Chairman.  At  this  time  the  Federal  reserve  bank  had  aheady 
begun  to  increase  the  rediscount  rates,  had  they  not? 

Mr.  Wannamaker.  At  this  time? 

The  Chairman.  Yes. 

Mr.  Wannamaker.  Very  slightly,  at  this  time.  I  find  this  situa- 
tion at  that  time  of  the  year,  at  the  time  of  high  prices  they  had 
interest  rates  that  were  very  low,  but  as  soon  as  they  put  on  these  high 
discount  rates,  and  demanded  more  collateral,  the  prices  began  to  go 
down.     I  will  give  you  the  record  of  that  a  little  later  on. 

Further  on  in  that  same  circular  it  is  stated  [reading] : 

The  deposits  and  resources  of  the  banks  in  the  district  have  reached  unprecedented 
totals,  but  inflated  prices  have  brought  correspondingly  heavy  demanas  for  loans, 
with  the  inevitable  result  of  reduced  reserves.  It  has  been  found  necessary  to  rai« 
the  rates  of  discount  of  the  Federal  reserve  bank  and  to  call  attention  to  the  necessity 
of  conserving  credit  in  order  to  correct  these  conditions.  This  policy  has  been  cor- 
dially approved  by  the  banks  of  the  district,  and  a  policy  of  cooperation  in  carrying  it 
out  has  been  generally  adopted.  It  is  anticipated  that  satisfactory  results  will  bt 
attained  without  any  material  financial  disturbance. 

That  was  on  January  15,  1920. 

Now,  on  April  13,  1920,  we  have  this  [reading]: 

The  ver\'  title  of  the  Federal  reserve  act  suggests  answers  to  some  of  the  chief  points 
in  vour  letter,  which  you  specify  as  defects: 

"  '  n  act  *  *  *  to  furniph  an  elastic  currency,  to  afford  means  of  rediscountia: 
commercial  paper,  to  establish  a  more  effective  supervision  of  banking  in  the  United 
States." 

A  little  further  on  in  the  same  circular  is  this  [reading]: 

Th^re  is  no  pra(^tical  and  effective  way  to  prevent  expansion  from  becoming  too 
dangerous  exce])t  through  discount  rates,  and  that  is  the  purppse  in  raising  rat^e— 
not  to  make  money. 
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Not  to  make  money,  but  for  the  purpose  of  reducing  inflated 
prices. 
And  a  little  further  on  in  the  same  circular  he  says  [reading]: 

You  speak  of  the  money  which  the  Federal  reserve  banks  are  making.  From  my 
point  of  view,  and  I  am  sure  the  general  point  of  view,  it  is  profoundly  to  be  regretted 
that  the  conditions  are  such  as  to  compel  the  Feseral  reserve  banks  to  lend  such  an 
enormous  amount  of  money  (both  upon  Government  securities  and  upon  commercial 
paper)  to  make  such  large  profits  possible.  Possibly  you  omit  to  take  into  account 
the  fact  that  the  Federal  reserve  banks  are  not  making  their  money  chiefly  out  of  the 
reserve  deposits  of  the  banks.  Their  note  issues,  which  are  a  distinct  function  of  the 
Federal  reserve  system  and  which  are,  of  course,- capital  to  the  reserve  banks,  as  their 
deposits  are,  amount  to  over  $3,000,000,000;  whereas  their  reserve  deposits  are  only 
about  $1,800,000,000.  Up  to  the  present  time  the  profits  of  the  reserve  banks  over 
and  above  dividends  paid  to  members,  have  been  used  almost  wholly  to  strengthen 
the  Federal  reserv^e  system,  and  have  been  added  to  accumulated  reserves  to  increase 
the  lending  and  the  note-issuing  power  of  the  s\'stem,  all  for  the  ultimate  financial 
benefit  of  member  banks  and  the  business  of  the  country. 

On  April  26,  1920,  is  this  statement  [reading]: 

Every  Federal  reserve  bank  shall  have  |>ower — 

(d)  To  establish  from  time  to  time,  s\ibject  to  review  and  determination  of  the 
Federal  Reserve  Board,  rates  of  discount  to  be  charged  by  the  Federal  reserve  bank 
for  each  class  of  paper,  which  shall  be  fixed  with  a  view  of  accommodating  commerce 
and  business,  and  which,  subject  to  the  approval,  review  and  determination  of  the 
Federal  Reserve  Board,  may  be  graduated  or  progressed  on  the  basis  of  the  amount  of 
the  advances  and  discount  accommodations  extended  by  the  Federal  reserve  bank 
U)  the  borrowing  bank. 

Further  on  in  that  same  circular  is  this  [reading] : 

These  increases  in  rates  have  had  the  effect  of  halting  expansion  for  the  time  being, 
btit  it  is  realized  that  still  further  checks  may  be  needed  to  exercise  a  needed  restraint 
upon  those  banks  which  either  do  not  recognize  the  danger  of  continuing  to  expand 
their  credit,  or,  recognizing  it,  feel  the  pressure  of  necessity  to  grant  additional  credit 
in  order  to  increase  production,  which  is  the  foremost  need  of  the  country  and  the 
world. 

That  is  on  April  26,  1920. 

On  May  15,  1920 — It  is  getting  kind  of  changed  now — he  says  this 
[reading] : 

The  unrest  and  uncertainty  in  commercial  fields,  mentioned  last  month,  continued 
diiring  April  and  spread  to  the  consumers,  partly  as  a  result  of  the  agitation  against 
high  clothing  costs.  The  overall  movement  in  itself  did  not  prove  ver>'  popular, 
Imt  it  undouDtedly  set  many  people  to  thinking  and  to  analyzing  their  expenditures 
^ith  a  consequent  widespread  effect  on  business.  Large  numbers  of  people  were  led 
to  curtail  their  purchases  and  enc;ouraged  to  compare  prices  and  values  more  c  arofully 
than  they  had  been  doing  for  months.  Merchants  sensed  tliis  caution  on  the  j)art 
of  many  customers,  and,  as  we  write,  there  seems  a  general  movement  to  unload  high- 
priced  stocks  quickly  through  general  price  reductions.  In  many  of  the  cities  of  the 
district  leading  stores  have  announced  substantial  reductions  in  all  lines.  20  per  cent 
cuts  predominating,  and  this  movement  has  spread  to  nearlv  every  type  of  store, 
accept  those  handling  food.  It  is  too  early  to  forecast  the  results  that  will  qome  from 
thifl  action  by  the  merchants,  but  conditions  are  clearly  uncertain,  and  this  fact 
^together  with  merchants'  reductions)  will,  it  is  thought,*  tend  to  further  a  general 
downward  readjustment  of  prices. 

Representative  Funk.  You  use  the  word  ''the  district"  there; 
Jo  I  understand  that  that  circular  is  issued  by  the  Atlanta  Federal 
Keserve  Bank  ? 

Mr.  Wannamaker.  I  am  reading  from  both.  This  is  from  Mr. 
Caldwell  Hardy,  Federal  reserve  agent  of  the  Federal  Reserve  Bank 
of  Richmond.  I  have  also  been  reading  from  these  other  circulars. 
I  have  tried  to  get  a  complete  ifile,  and  you  can  get  these. 
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Here  is  a  general  statement  issued  by  the  Federal  Reserve  Bank  of 
Richmond.     In  it  are  these  statements  [reading]: 

Official  bank  rates  now  in  force  in  the  leading  countries  are  higher  than  at  any  time 
during  the  present  century,  except  during  the  war  panic  week  at  the  beginning  of 
August,  1914.  Only  witliin  the  last  few  weeks  the  official  rate  in  Italy  has  been 
raised  from  5  to  51 ,  the  Bank  of  France  rate  from  5^  to  6,  and  the  Bank  of  England 
rate  from  6  to  7  per  cent. 

Every  effort  snould  be  made  to  stimulate  necessary  production,  especially  of  fooi 
products,  and  to  avoid  waste.  Planting  operations  in  many  sections  have  bffn 
delayed  because  of  adverse  weather  conditions,  and  should  there  be  an  inadequate 
yield  of  crops  this  year  the  nec'essity  for  conservation  and  conservative  will  be  acceii- 
tuated.  War  waste  and  war  financing  result  inevitably  in  diminished  suppliw 
of  goods  and  increased  volume  of  credits.  The  normal  relationship  between  the 
volume  of  goods  and  the  volume  of  money  and  credits  thus  unsettled  can  be  restord 
in  either  of  two  ways:  one,  the  drastic  method  of  contraction  of  credit,  and  the  other, 
by  far  the  more  desirable  way,  increased  production.  In  the  same  way  progrf« 
toward  the  restoration  of  the  normal  relationship  may  be  made  by  reducing  credit  mcr? 
rapidly  than  production  is  diminislied,  or  by  increasing  production  at  a  greater  rate 
than  credit  is  expanded.  If  it  should  prove  impracticable  in  the  existing  circuin- 
stances  to  increase  essential  production,  then  we  must  through  economy  in  consump- 
tion and  through  moderation  in  the  use  of  credit  check  the  tendency  toward  a  furtLer 
widening  of  the  margin  between  goods  and  credit. 

And  further  on  in  that  same  circular  is  this  statement  [reading]: 

The  banks  should  lean  less  heavily  upon  the  Federal  reserve  banks,  and  rely  mm 
upon  their  own  resources.  Unnecessary  and  habitual  borrowings  should  be  dis- 
couraged, and  the  liquidation  of  long-standing  nonessential  loans  should  proceed. 
Drastic  steps,  however,  should  be  avoided  and  the  methods  adopted  should  be  orderly. 
Gradual  liquidation  will  result  in  permanent  improvement,  wnile  too  rapid  deflation 
would  be  injurious  and  must  be  avoided. 

And  further  on  in  the  same  circular  is  this  statement  [continuing 
reading]  : 

The  recent  amendment  to  paragraph  (d )  of  section  14  distinctly  authorizes  ibe 
Federal  reserve  bank  on  its  own  account,  without  reference  to  action  taken  by  anr 
other  Federal  reserve  bank,  to  establish  a  normal  discount  or  credit  line  for  efl<i 
member  bank,  and  permit  the  imposition  of  graduated  rates  on  discount  lines  in  excea 
of  the  normal  lines. 

Now,  I  call  your  attention  to  a  circular  of  May,  1920.  In  that 
circular  is  this  statement  [reading] : 

Dun's  Review  reports  41  failures  in  the  fifth  district  during  May,  1920,  again^1  3^ 
during  the  same  month  last  year,  with  liabilities  of  $1,577,684  this  year  against  $491,740 
in  1919.  This  is  a  much  poorer  record  than  for  April,  1920,  when  reports  showed  U 
failures  with  liabilities  of  $88,450.  With  a  market  showing  signs  of  market  depreesion, 
because  of  the  greater  caution  displayed  by  the  public  in  making  purchases,  it  is  not 
strange  that  failures  should  increase  among  the  border-line  firms;  in  fact,'  it  is  probable 
that  the  number  will  be  swelled  materially  if  there  develops  any  special  tendency  in 
the  markets  toward  lower  prices. 

The  Chairman.  Mr.  Wannamaker,  I  think  we  shall  have  to  sus- 
pend at  this  time  until  about  1  o'clock  this  afternoon. 

The  commission  will  stand  on  recess  until  1  o'clock  this  afternoon. 

(Whereupon,  at  11  o'^clock  and  25  minutes  a.  m.,  the  commissioD 
stood  on  recess  until  1  o'clock  p.  m.  of  the  same  day.) 

AFTER   RECESS. 

At  1  o'clock  p.  m.  the  commission  resumed  its  session,  pursuant  to 
the  taking  of  recess. 

The  Chairman.  The  commission  will  come  to  order.  Mr.  Wanna- 
maker, you  may  resume. 
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STATEKEVT   OF   KB.   J.    S.    WAKKAKAEER,    PBESIDEKT   OF 
THE  AMEEICAH  COTTOH  ASSOCIATIOH— Resumed. 

Mr.  Wannamaker.  Mr.  Chairman,  there  is  one  question  I  asked 
this  morning,  and  I  want  to  hand  it  in  in  writing.  I  am  su^esting 
ind  asking  that  this  conmiission  ascertain  from  the  Federal  Reserve 
Board  the  following: 

The  c<>mmi  sion  Ls  requested  to  ascertain  tho  amount  paid  f()r  publicity,  both  newj«- 
|tper  publicity  and  otherwi^-e,  by  the  Federal  Ke-^erve  Board,  by  the  various  dictricta 
dwing  the  la?t  two  year.'',  showing  in  an  itemized  statement  the  amount  paid  in  each 
fctrirt  and  the  Federal  reserve  separate:  alao  t^ bowing  the  amount  paid  for  newF- 
piper  publicity  and  other  publicity  eeparate.  Also  showing  the  names  of  new8y)aper 
Upre-rentative^  or  publicity  men  employed  by  the  Federal  Re  erve  Board  or  the 
ttriouj^  Hi  trict",  giving  the  name.^  and  stating  f-alarie:*. 

Second.  I  request  the  commission  to  ask  the  Federal  Reserve  Board 
Sie  following  question : 

Ask  for  amount  of  acceptances  being  carried  through  the  Federal 
lEserve  banks  under  rediscount  of  member  banks  from  foieign 
iountiies,  giving  the  amount  and  the  name  of  the  bank,  especiafly 
br  acceptances  from  South  America,  the  Philippine  Islands,  and  other 
Jountries,  the  amount  as  carried  now  and  the  amount  that  has  been 
Iwidled  during  the  last  two  years,  showing  the  bank  said  paper  is 
fcng  rediscoimted  for  and  for  which  the  Federal  Reserve  Board  is 
prrying  same. 

i  Representative  Sumners.  Mr.  Wannamaker,  what  is  the  object  of 
teQuiring  that  last  information  ? 

■  Mr.  Wannamaker.  For  this  reason,  that  the  Philippine  Islands 
N  South  America,  I  understand,  secured  money  from  the  Federal 
perve  district  on  rediscounts  on  cattle  and  agricultural  and  other 
Iteiness  enterprises  at  the  very  time  that  the  agricultural  interests  of 
lis  country  were  in  desperate  need  of  money  and  could  not  secure  it. 

•  Representative  Sumners.  At  the  time  that  you  indicated,  if  you 
►e  not  coming  to  it  later,  I  would  like  to  have  you  give  us  what  inior- 
iation  you  have  with  reference  to  the  exercise  of  the  rediscount 
Jrivileg^  of  member  banks  tendering  eligible  collateral. 

•  Mr.  Wannamaker.  I  do  not  know  that  I  just  get  your  question. 

I  Representative  Sumners.  Either  at  this  time  or  at  a  later  time 
Iwould  like  to  have  what  information  you  have  with  reference  to  the 
ftderal  reserve  banks  declining  to  accept  from  member  banks 

Mr.  Wannamaker  (interposing).  All  righo;  I  understand  now 
■^t  you  want.     I  will  be  glad  to  take  that  up  specifically. 

Representative  Sumners.  Very  well. 

Mr.  Wannamaker.  The  amount  of  rediscounts  shown  by  the 
meral  reserve  system  as  being  extended  on  agricultural  paper  is 
"^eiy  misleading;  the  natural  interpretation  put  upon  this  is  that  this 
^discount  is  for  loans  made  by  the  member  banks  to  farmers;  how- 
*^er,  an  examination  of  the  borrowers  will  bring  to  light  the  fact  that 
such  is  not  the  case.  A  large  proportion  of  the  rediscount  agricultural 
loans  shown  by  the  Federal  reserve  districts  is  for  loans  by  mernber 
»>anks  to  merchants,  brokers,  factors,  manufacturers,  and  various 
otiier  lines  of  industry.  I  would  urge  that  the  commission  request 
Ae  Federal  Reserve  Board  to  give  detailed  statement  showing  the 
^tal  amount  of  rediscounts  at  present  extended  through  the  various 
Federal  reserve  di-itricts  on  agricultural  paper  to  farmers;  also  that 
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they  furnish  a  detailed  statement  showing  the  total  amount  of  redis- 
counts made  through  member  banks  to  farmers  during  the  course  of 
each  of  the  calendar  Quarters  for  the  past  18  months.  Such  informa- 
tion will  bring  to  lignt  proof  positive  that  the  farmer  has  suffered 
fearfully  on  account  of  nis  inabUity  to  secure  absolutely  necessary 
financial  assistance. 

Mr.  Chairman,  I  want  to  read  a  few  quotations  from  the  testi- 
mony of  the  governor  of  the  Federal  Reserve  Board  for  the  purpose 
of  showing  the  effect  that  it  had  upon  the  country  in  either  Dolster- 
ing  up  or  destroying  confidence.  But  before  I  do  that,  Mr.  Chair- 
man, I  want  to  finish  these  quotations  that  I  started  on  this  morning. 

In  circular  No.  98,  under  date  of  July  7,  1920,  from  the  Federal 
Reserve  Bank  of  Richmond,  there  is  the  foUowing  statement  [reading]: 

The  reserve  banks  do  not  make  credit  conditions,  neither  are  they  respondble  for 
current  interest  rates  demanded  for  the  use  of  capital.  These  are  brought  about  by 
variations  in  fundamental  condition?,  involving  the  scarcity  of  floating  capital,  the 
current  additions  to  capital  from  j^avings,  the  volume  and  cost  of  production  of  in- 
dustry, and  other  factora. 

Farther  on  in  that  same  letter  is  the  following  [continuing  reading]: 

Many  banking  institutions,  and  many  of  their  customers  as  well,  have  exprea^Ki 
a  feeling  of  hard -hip  that  the  discount  rates  of  the  Federal  reserve  banks  have  been 
rai-5ed.  As  stated  previously  herein,  the  Federal  reserve  banks  are  in  no  wise  respf»n- 
sible  for  the  creation  of  current  inteiefet  rates  and  credit  conditions.  They  rather 
reflect  these  conditions.  It  has  been  argued  that  the  rise  in  reserve  bank  rates  has 
not  accompli-^hed  deflation,  and  that,  therefore,  it  has  done  no  good  but  has  only 
worked  a  hardship  upon  those  who  were  compelled  to  borrow  under  any  condition'^. 
At  the  same  time,  it  is  stated  on  all  sides  that  it  is  more  difficult  to  borrow.  There  is 
a  contradiction  in  terms  here.  The  rise  in  rates  has  checked  borrowing  or  expansion, 
as  it  wa3  intended  to  do.  Deflation  will  come  gradually,  as  it  was  intended  it  should 
come.  Then  again,  the  time  is  coming  in  the  harvesting  and  marketing  period,  when 
the  necessity  ot  borrowing  \\'ill  be  still  more  urgent.  Preparation  for  that  period  ha- 
to  be  made. 

Further  on  in  that  same  letter  is  the  following  statement  [reading]: 

Whatever  dist^ount  rate  banks  may  have  had  to  pay  upon  borrowed  money,  both 
their  resources  and  earning  pow'er  were  ver>'  j»:reatly  increased  as  the  resiUt  of  conditioBS 
ansinir  from  the  war  and  through  the  operation  of  a  stable  banking  system.  It  is  tnie 
that  the  discount  rates  of  the  Federal  reserve  banks  have  only  recently  been  raiffd 
appreciably,  although  it  has  been  a  contention  on  the  part  of  many  sound  tiiinking 
economists  and  many  experienced  bankers  that  rates  should  have  been  raised  im- 
mediately after  the  declaration  of  the  armistice  to  prevent  injurious  expansion,  whi^h 
many  foresaw,  and  to  which  we  are  supposed  to  owe  in  great  measure  the  high  prices 
of  commodities  and  increases  in  the  wages  of  labor,  without  general  benefit  and  ^"ith 
consequent  country-wdde  unrest. 

Further  on  in  that  same  letter  is  the  following  statement  [con- 
tinuing reading] : 

This  amoimt  has  since  l»een  considerably  reducea,  but  it  is  manifest  that  the  reserve 
banks  could  not,  if  the  policy  wore  a  ^^^se  one,  maintain  a  low  discount  rate,  miKb 
1  >elow  the  market,  on  war  pa})er  or  any  other  paper.  They  would,  as  a  matter  of  course, 
be  filled  up  with  such  pa])er,  from  all  sources,  for  promiscuous  use,  including  borrowing 
purely  for  the  purpose  of  lending  at  a  profit,  as  a  matter  of  course,  and  little  would  l>e 
left  available  for  commerrial  loans.  The  policy  would  enrourage  and  promote  ex- 
pan -ion  to  a  degree  which  would  in\'ite  catastrophe. 

Now.  as  to  the  oiTert  of  the  Federal  reserve  bank  discount  rate  upon  the  price  of 
(lovernment  se.-^urities:  It  has  been  contender!  by  some  that  the  cost  of  carrvimr 
(iovernmeat  bonds  has  been  the  direct  cause  of  throwing  hundreds  of  millions  of  these 
!»on(lH  upon  the  market  with  consequent  depression  in  price.  It  is  set  forth  in  the 
forci^oin^r  that  the  amount  of  loans  to  customers  by  member  banks  of  the  Federal 
re-erve  system  was  $I7,(KM),000,tX>0,  and  of  this  sum  (hey  were  borroT\nng  from  Federal 
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^^?erve  banke  for  the  pur]>03e  of  carrving  Government  bonds  and  Treasury  certificates 
^fily  11,800,000.000  at  tbe  maximum/and  at  the  present  time  only  about  $1*.  150,000,000^ 
^^rluding  all  Treasury  certificates. 

Further  on  in  that  letter  is  the  following  [continuing  reading] : 

It  is  preposterous  to  contend  that  the  Federal  re-^erve  bank  discount  rate  is  respon- 

pible  for  or  has  any  material  influence  upon  the  price  of  Government  bonds.     It  may 

swell  he  re'^oprnized  that  if  the  surplus  incomes  of  the  country  which  formerly  went 

-*o  inve3tment=5  or  back  into  bu=iine^  in  some  form  are  taken  in  taxes  from  potential 

^Hors  for  the  buildinu:  of  navies  and  the  support  of  armies  and  the  maintenance  of 
kko3t  of  public  employees,  the  vohime  of  capital  which  can  be  put  into  productive 
NiKtrN'  IS  reduced  by  so  much.    Any  merchant  or  manufacturer  will  tell  you  that 

plus  profits  must  go  into  bu5*inef  to  expand  it.     It  is  the  way  all  sound  business 

>  expanded — not  b>  borrowing,  (^ontiuue  to  take  excess  profits  in  taxes  and  what 
li?t  he  the  re^t? 

Further  on  in  the  same  letter  is  the  following  [continuing  reading]: 

l^^ie  accusation  is  not  infrequently  made  by  some  thoughtless  and  inexperienced 
f)le  that  the  policy  of  the  Res3rve  Board  and  reserve  banlcs  will  bring  on  a  busi- 
I  crisis  and  depression.  It  is  intended  to  pr<?vent  these  very  things,  and  if  dis- 
Btly  pursued  will  prevent  them.  There  is.  therefore,  no  occasion  for  uneasiness, 
every  cause  for  confidence.  But  the  people  must  come  to  their  senses  and  act 
lently  and  not  forget  their  experiences  under  former  banking  practice.  They 
Br  failed  in  former  times  to  get  in  trouble  at  fairly  regular  periods,  about  10  yearff 

It  was  the  purpose  of  the  establishment  of  the  Federal  reserve  system  to  exercise 

apervision  over  the  banks  of  the  country  and  the  expansion  of  credit,  which  was 

'~Tjg  in  former  banking  practice;  and  it  is  in  the  exercise  of  this  power,  based 

all  banking  experience,  that  the  Federal  reserve  banks  are  acting  and  must 

lue  to  act. 

i  In  a  circular  compiled  August  16,  1920,  by  the  Federal  Reserve 

ik  of  Richmond,  Caldwell  Hardy,  Federal  reserve  agent,  circular 

itled  "General  business  and  agricultural  conditions  in  the  fifth 

leral  reserve  district  for  the  month  of  July,  1920,*^  there  appears 

statement  [reading]: 

3:  Due  to  the  extreme  backwardness  of  the  crops  as  a  consequence  of  the  late 

it  is  difficult  to  say  with  much  assurance  what  the  year's  output  will  be  in 

fields,  but  indications  point  to  satisfactory  yields  in  practically  all  lines. 

nent  reports  predict  a  cotton  crop  of  between  twelve  and  thirteen  million 

but  mucn  depends  upon  the  weather  conditions  the  balance  of  the  season, 
lateness  of  the  crop  has  delayed  the  usual  fruitage,  and  also  gives  the  weevil  a 
er  opportunity  to  work  serious  havoc  than  he  usually  has,  and  much  wet  weather 
'  a  considerable  section  of  the  cotton  belt  has  been  favorable  to  weevil  develop- 
■t.  The  crop  looks  well  now,  and  with  favorable  weather  will  meet  expectations, 
;  unless  conditions  are  practically  ideal  from  the  present  writing  to  the  end  of  the 
m  it  is  likely  that  the  cotton  yield  will  be  disappointing.  Realization  of  the 
emment  predictions,  with  last  year's  carry-over  added,  would  probably  brings 
it  a  decline  in  prices  of  cotton,  this  decline  being  already  foresnadowed  by  a 
kening  in  both  si>ots  and  futiires  during  the  p>ast  six  weeks. 

^  And  lat^r  on  in  that  same  circular  he  says  this,  with  reference  to 
Dp  movement  (continuing  reading) : 

^The  Federal  Reserve  Bank  of  Richmond  fully  realizes  the  importance  of  renderings 

\  fullest  possible  measure  of  assistance  within  the  limit  of  its  resources  to  member 

for  tne  purpoee  of  properly  marketin^^  all  crops  grown  in  the  district  and  is- 

n^  (and  enoeavoring  to  conserve;  its  resources  for  such  purposes.     On  the  other 

d,  it  is  the  duty  of  every  member  bank  in  the  district  to  cooperate  fully  in  this 

Tvation  and  use  of  the  volume  of  available  credit  and  to  see  that  no  undue 

lin  one  direction  shall  be  allowed  to  create  an  embarrassing^  shortage  of  credit  in 

ae  other  direction.     A  demand  from  one  bank  for  a  volume  of  credit  out  of  all 

portion  to  the  contribution  of  that  bank  to  the  credit  resources  of  the  district 

l/d  inevitably  result  in  some  other  bank  having  to  be  content  v/ith  loss  than  its 
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There  is  always  a  sexsonal  discussion  about  whether  crops  are  goino:  to  be  succeesfuUy 
planted,  followed  by  a  further  discussion  as  to  whether  thev  can  be  moved  or  not. 
but  all  such  discussions  are  proven  by  experience  to  be  academic,  because  the  crops 
are  always  planted,  alwayp  jmthered,  and  always  marketed,  even  if  attended  by  some 
difficulties  or  restrictions.  We  have  not  only  made  the  largest  possible  advance  to 
our  member  banks  out  of  our  own  resources,'  to  assist  them  in  financing  agriculture 
and  commerce,  but  we  have  borrowed  $25,000,000  from  other  Federal  reserve  banks  to 
increase  the  volume  of  credits  extended  them. 

It  is  possible,  as  well  as  proper,  for  a  Federal  reserve  bank  to  make  the  necessary 
advances  for  crop-moA-ing  piupoees.  while  it  would  be  neither  proper  nor  poeeible  for  it 
to  furnish  all  the  funds  that  might  be  necessary  to  withhold  crops  from  the  market  in 
order  to  force  prices  higher  than  might  be  considered  nattj*al.  That  is  to  say,  higher 
than  the  prices  which  would  obtain  if  the  crops  were  marketed  in  a  normal  and  natural 
manner  and  neither  undalv  held  nor  precipitantly  sold.  It  is  a  specific  req  jirement 
of  the  Federal  rreerve  act  that  in  making  loans  or  advances  to  any  ]>articular  membM" 
bank,  for  whatever  purpose,  a  Federal  n^erve  bank  miist  also  take  into  consideration 
the  needs  and  requirements  of  all  other  member  banks.  The  volume  of  credits 
extended  to  indi vidual  banks  must  therefore  be  governed  by  the  law  and  the  circum- 
stances in  each  case. 

We  have  always  felt  that  farmers,  in  the  long  run,  would  beet  serve  their  own  inter- 
ests  by  marketing  with  reasonable  promptness  sufficient  of  their  crof«  to  liquidate  th* 
agricultural  advances  obtained  for  raising  them.  Such  a  policy  of  liquidation  wo.Jd 
enable  the  banks  to  furnish  new  credits  for  crop  moving,  xmtil  the  products  can  be  dis- 
tributed to  consumers  and  ultimate  liquidation  be  secured.  The  early  and  gradaal 
liquidation  of  the  large  volume  of  credits  already  extended  by  us  to  member  banb 
and  through  them  to  farmers  will  therefore  place  the  banks  in  a  position  to  fumisli 
credits  for  mo\ang  the  crops  to  market. 

If  the  farmers,  instead  of  carrying  home  cash  from  proceeds  of  sale,  will  deposit  such 
proceeds  in  their  banks  and  draw  checks  for  necessary  disbui-sements,  it  will  mate- 
rially increase  the  reaoiu*ces  of  the  banks,  facilitate  the  movement  of  the  crops,  and 
thereby  promote  the  best  interests  of  the  farmers  themselves. 

In  a  circular  compiled  September  15,  1920,  by  the  Federal  Reserre 
Bank  of  Richmond,  Caldwell  Hardy,  Federal  reserve  agent,  entitled 
^*  General  business  and  agricultiu-al  conditions  in  the  fifth  ^Federal 
reserve  district  for  the  month  of  August,  1920,''  appear  the  following 
statements  [reading]: 

In  response  to  a  request  for  a  statement  on  busineFS  conditions  in  the  fifth  district 
during  August  we  received  58  letters,  most  of  which  went  carefully  into  the  situation 
as  the  wiiters  saw  it.  Of  these  letters  only  three  were  distinctly  pessimistic,  although 
a  number  of  other  correspondents  state  that  business  is  disturbed,  and  puzzled  as  to 
future  developments.  Nearly  all  of  the  writers  express  confidence  that  basically 
conditions  are  sound,  and  believe  that  the  readjustments  being  brought  about  are 
or  the  best  interests  of  the  country  as  a  whole.  Reports  indicate  improving  condi- 
tions in  labor  fields  and  transportation,  and  evidences  of  a  downward  trend  m  many 
prices  is  spoken  of  with  approval.  Complaint  of  tight  money  is  general,  but  on  die 
the  whole  the  efforts  of  banks  to  restrict  loans  to  necessary  work  is  commended.  In» 
letter  received  from  a  large  manufacturer  in  the  district,  a  concern  rated  by  com- 
mercial agencies  at  their  highest  figures,  is  found  the  following  paragraph: 

"Please  allow  us  to  likewise  offer  a  few  comments  on  another  important situatioo. 
There  has  been  considerable  criticism  in  some  of  the  papers  on  the  Federal  Reserve 
Board  and  banks,  for  restricting  credits.  It  is  our  opinion  that  the  only  practicable 
way  to  prevent  anarchy  in  this  country  is  by  a  drastic  curtailment  of  credits.  It  may 
be  a  very  disagreeable  duty  on  the  part  of  the  banks  to  pursue  such  a  policy,  but  ve 
do  not  know  of  a  more  patriotic,  common-sense  policy  to  stop  inflation  and  geneid 
unrest,  and  we  sincerely  hope  that  such  a  policy  may  be  pursued  by  the  banks,  even 
though  it  should  cause  some  hardship." 

Further  on  in  the  same  circular  appear  the  following  statements 
[continuing  reading] : 

Crop«.— The  month  of  August  was  exceptionally  wet  and  much  damage  was  done 
to  the  chief  crops  in  this  district.  Cotton  needs  much  sunshine  and  warm  ni^ts,  but 
rain  fell  nearly  every  day  in  August.  Reports  indicate  that  the  cotton  weed  is  laige. 
but  it  is  sappy  and  unfniited,  and  a  very  late  frost  will  be  necessary  if  a  normal  yield 
is  to  be  gotten.    Spot  cotton  is  selling  at  about  30  cents  with  very  little  dejnand  for 
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lowgadee,  of  which  much  of  the  new  crop  promises  to  be.  Cotton  seed  is  selling  around 
130  i>er  ton  as  compared  with  a  price  last  year  ranging  from  $75  to  $90.  The  tobacco 
crop  ifl  discussed  elsewhere. 

And  further  on  with  relation  to  foods  he  says  this  [continuing 
reading]: 

Foods.— A  larger  manufacturer  of  foodstuffs  writes: 

"Oiir  business  is  exclusively  with  wholesale  grocers.  As  the  season  has  advanced 
we  have  found  an  increasing  conservatism  on  the  part  of  this  trade  and  a  disinclination 
to  buy  until  forced  to  do  so  by  depleted  stocks.  This  is  largely  brought  about  by  the 
seat  losses  caused  through  declines  in  sugar,  coffee,  tea,  flour,  and  other  markets, 
pooe  of  our  customers  have  been  very  seriously  injured  financially  through  the  sliunp 
in  the  sugar  market.    All  of  this  has  resulted  in  the  slowing  up  of  trade." 

Further  on  in  the  same  circular  he  says  this  concerning  tobacco 
[continuing  reading] : 

The  large  buyers  of  tobacco  have  shown  an  inclination  to  buy  the  new  crop  cau- 
tiouflly,  and  four  or  five  reports  indicate  that  most  manufacturers  find  themselves  well 
iJocked  up  with  last  year's  high-priced  tobacco,  which  they  desire  to  work  off  before 
liking  on  additional  stock,  ft  appears  that  the  high  prices  realized  for  tobacco  last 
^caused  the  farmers  to  plant  an  increased  acreage  this  year,  from  which  fair  yields 
fn  being  gathered,  and  this  condition,  together  with  the  lessened  foreign  demands 
iBd  good  stocks  carried  over  by  domestic  manufacturers,  has  brought  about  a  per- 
fectly normal  decline  from  the  top  prices  of  the  past  two  years. 

Since  manufacturers  are  still  making  up  goods  from  the  1919  crop,  there  has  been 
»  decline  in  prices  over  the  counter  lor  cigars,  cigarettes,  or  tobacco. 

Further  on  in  the  same  circular  under  the  head  of  ^'MisceUaneous'^ 
lesays  the  following  [continuing  reading]: 

M'i'ellaneous. — Dealers  in  musical  instruments  report  good  prospects  for  a  normal 
Ml  business.  The  furniture  manufacturers  are  not  securing  tncir  usual  orders,  and 
fc?>prt  that  the  retail  dealers  are  unsettled  and  afraid  to  buy  at  present  prices.  Wool 
•id  hide  markets  are  very  dull,  with  decidedly  lower  prices  prevailing.  The  hard- 
•we  business  is  good.  Vehicle  manufacturers  are  getting  a  fair  number  of  orders,  and 
icotton  and  tobacco  turn  out  well  their  business  will  be  brisk.  Box  and  shook  manu- 
•rtiirers  report  fairly  good  demand,  but  less  than  two  or  three  months  ago.  Prices 
tp  off  some,  in  keeping  with  lumber. 

^  In  a  '*  Letter  to  the  member  banks  of  the  Federal  reserve  system 
a  North  Carolina  and  South  Carolina, '^  by  John  F.  Bruton,  director 
for  North  Carolina,  and  David  R.  Cok^r,  director  for  South  Carolina, 
toder  date  of  September  22,  1920,  appears  the  following  statement 
Reading]: 

Many  sections  had  last  fall  enough  money  in  hand  to  operate  the  farms  and  busi- 
iwes  for  12  months,  but  wasted  a  large  part  of  it  and  then  went  to  the  banks  for 
ifciionnal  advances  on  the  assumption  that  high  prices  would.be  permanent.  The 
Ifricultural  and  manufacturing  sections  of  North  Carolina  and  South  Carolina  could 
Mve  become  financially  independent  during  the  past  three  years  if  their  people  had 
■fcown  sound  business  judgment  and  held  on  to  a  fair  proportion  of  their  profits,  and 
the  banks  should  lose  no  opportunity  to  call  attention  to  this  fact,  in  order  that  our 
people  may  profit  from  the  bitter  experience  through  which  we  are  passing,  and  must 
pw  because  of  it. 

In  a  statement  coinpiled  October  15,  1920,  by  the  Federal  Reserve 
Bank  of  Richmond,  (Jaldwell  Hardy,  Federal  reserve  agent,  entitled 
''General  business  and  agricultural  conditions  in  the  fifth  Federal 
T^rve  district  for  the  month  of  September,  1920,''  appear  the  fol- 
lowing statements  [reading] : 

^opi.— From  all  over  the  district  come  reports  of  bumper  crops.  Cotton  has  appar- 
*otly  turned  out  well,  except  in  the  boll-weevil  section  of  South  Carolina,  ana  the 
^mxo  crop  is  larger  than  last  year's  >'iold.  The  com  crop  is  one  of  the  largest  on 
"j^^^,  and  18  of  good  quality.  Fruits  turned  out  well,  as  did  all  other  farm  products. 
In  common  with  many  other  commodities,  prices  in  farm  products  have  declined 
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sharply,  and  farmers  are  dissatisfied  with  the  returns  they  are  getting.  Spot  cotton 
brought  an  average  of  22.68  cents  per  pound  on  October  9  on  18  market*  in  North 
Carolina,  about  7  cents  leas  than  the  price  secured  four  weeks  previously,  but  cottnn 
seed  brought  prices  ranging  from  $36  to  $45  per  ton,  averting  aoout  $40,  as  compared 
with  $30  per  ton  a  month  ago,  all  prices  being  for  carload  lot?. 

In  a  statement  compiled  December  15,  1920,  by  the  Federal 
Reserve  Bank  of  Richmond,  Caldwell  Hardy,  Federal  reserve  agent, 
entitled,  ''General  business  and  agricultural  conditions  in  the  fifth 
Federal  reserve  district  for  the  month  of  November,  1920,'*  appear 
the  following  statements  [reading] : 

Business  in  wholesale  and  manufacturing  fields  is  inactive,  and  considerable  un- 
employment is  reported  as  a  result  of  many  shutdowns  or  restrictions  in  running  time 
in  factories  of  various  kinds.  Biulding  operations  are  at  a  minimum.  Prices  <rf  farm 
products  have  continued  to  decline  and  collections  are,  as  a  reault  of  theee  conditions, 
very  slow  except  in  city  retail  establishments.  But  there  are  signs  of  improvement, 
though  it  is  impossible  to  say  when  stability  in  general  conditions  will  be  appreciably 
felt.  Among  the  hopeful  signs  are  the  reductions  in  stocks  of  high-priced  goods  bv 
retailers,  and  as  a  consequence  the  probability  of  their  reentering  the  markets  sooner 
or  later  for  new  goods,  which  should  open  the  way  to  improving  conditions  in  wholesale 
and  manufacturing  lines.  Building  material  dealers  have  accumulated  some  stocb 
from  which  orders  can  be  filled  quickly  when  general  conditions  encourage  new  coik 
struction  work.  Transportation  service  is  steadily  improving,  both  in  express  and 
freight  movements.  Labor  adjustments  are  apparently  being  made  in  a  number  of 
fields,  and  without  serious  friction  or  misunderstanding,  which  speaks  well  for  relt* 
tions  between  emplojrers  and  employeee.  Prices  of  the  necessities  of  life  have  fallen, 
the  market  being  distinctly  a  buyers'  instead  of  a  sellers'.  Retail  trade  is  keeping  up 
remarkably  well,  as  are  collections  in  city  stores.  It  is  to  be  taken  into  accoimt  that 
although  farm  products  have  declined  in  price,  the  yields  for  1920  have  been  ex- 
ceptionally large,  in  many  cases  close  to  record  crops  having  been  produced,  and  tl» 
Nation  as  a  whole  will  be  benefited. 

Further  on  in  the  same  circular  is  the  following  statement  r^ardingi 
cotton  [continuing  reading] : 

Cotton. — The  decline  in  the  market  for  spot  cotton  continued  diuing  most  of  Novem* 
ber,  but  was  temporarily  checked  early  in  December.  In  our  October  report  we  stated 
that  cotton  had  declined  from  the  high  figiu*e  of  43  cents  last  spring  to  around  17  centi 
at  the  close  of  October.  On  Monday,  November  15,  the  average  price  quoted  by  the 
Bureau  of  Markets.  Department  of  Agriculture,  for  22  towns  in  North  and  South Carolin* 
was  17.43  cents  per  pound,  middling  basis;  but  the  quotations  given  for  the  san* 
places  on  Saturday,  December  11,  averaged  14.41  cents.  Even  at  this  figure  thcf> 
was  little  active  market,  and  sellers  complained  that  they  were  unable  to  sell  th«r 
cotton  at  any  price  unless  it  was  of  superior  grade.  Local  mills  in  the  Carolinas  have 
been  out  of  the  market  for  some  time,  and  exporters  have  been  unable  to  make  arrange- 
ments  for  shipments  to  European  countries  in  large  quantities.  Cotton  farmcjis  are 
generally  holding  their  crop  ofif  the  market,  hoping  for  advance  in  prices  later  in  tb» 
season,  and  many  new  warehouses  have  been  hurriedly  constructed  for  storage  purpoeA 
The  last  Government  report,  issued  recently,  estimates  the  1920  crop  at  more  than 
12,900,000  bales,  exclusive  of  linters.  In  the  fifth  district,  the  North  Carolin  i  crop  if 
^ood,  and  the  South  Carolina  cron  is  exceptionally  large,  in  spite  of  the  havoc  played 
in  the  coast  counties  by  the  boll  weevil.  There  is  much  talk  of  restricted  acreage 
in  1921. 

Further  on  in  the  same  statement  is  the  following,  r^arding 
clothing  and  shoes  [continuing  reading]  : 

Clothing  and  shoes. — Clothing  and  shoe  merchants  have  followed  the  general  down- 
ward movement,  and  have  reduced  prices  on  many  articles  and  lines  during  the  part 
two  or  three  months.  The  reductions  began  in  a  modertae  way  about  the  middle  of 
September,  but  have  gained  headway,  and  to-day  it  is  possible  by  careful  selection 
to  buy  an  outfit  of  wearing  apparel  at  something  like  25  per  cent-lees  than  was  possible 
three  months  ago. 

Practically  all  articles  used  in  dress  have  been  reduced  to  some  extent,  the  chifii 
reductions  being  in  suits,  shoes,  shirts,  and  minor  fittings  such  as  linen  collars.  d\ii 
ties,  etc.  One  of  the  chief  reductions  being  in  boys'  clothing,  which  had  been  ex- 
cessively high  during  the  recent  period  of  elevated  prices. 
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Further  on  in  the  same  circular  is  the  following  statement  regarding 
building  materials  [continuing  reading] : 

Building  maUrials. — Prices  of  building  materials  on  the  whole  have  declined  during 
the  past  two  or  three  months,  but  the  decline  has  not  stimulated  buying  to  any  great 
extent.  Winter  is  an  unseasonable  time  for  beginning  new  construction  work,  and 
besides,  consumers  are  waiting  to  see  whether  further  declines  are  coming  or  not.  in 
addition,  labor  costs  have  as  yet  decreased  little,  except  in  the  increased  efficiency  of 
the  laborers,  and  money  for  investment  in  the  improvement  of  real  estate  is  distinctly 
scarce.  With  the  opportunities  for  investments  in  high-grade  securities  at  prices  that 
will  yield  returns  fully  as  high  or  higher  than  those  that  can  be  gotten  from  improved 
realty,  there  is  little  incentive  for  the  man  with  surplus  funds  to  invest  in  new  con- 
struction work,  especially  when  the  materials  market  is  unsettled. 

Prom  a  statement  issued  by  the  Federal  Reserve  Bank  of  Rich- 
mond, Caldwell  Hardy,  Federal  reserve  agent,  entitled  *' General 
business  and  agricultural  conditions  in  the  fifth  Federal  reserve 
district  for  the  month  of  December,  1920,*^  are  the  following  state- 
ments [reading]: 

December  witnessed  further  developments  in  the  widespread  efforts  to  liquidate 
funds  tied  up  in  stocks  carried  by  jobbers  and  retailers,  a  movement  begun  early  in 
the  summer  of  1920  and  continued  steadily  since  that  time.  Material  reductions  in 
stocks  have  been  made  by  practically  all  retailers,  and  jobber^  stocks  are  reported  as 
low.  Manufacturers  were  inactive  during  December  because  of  the  hesitancy  of 
retailers  in  placing  advance  orders  in  the  face  of  uncertain  prices,  and  considerable 
unemployment  developed.  Some  wage  reductions  have  been  made,  notably  in  the 
textile  field.  Construction  work  continues  unimportant,  particularly  in  residence 
building.  The  department  stores  report  larger  sales  during  the  holidays,  but  jewelers 
and  dealers  in  some  other  specialty  lines  report  sales  as  fair  only.  There  were  fewer 
purchases  for  high-priced  goods  reported,  though  the  number  of  sales  made  during 
the  month  compares  favorably  with  the  number  made  in  December.  1919. 

But  in  spite  of  the  hesitating  attitude  of  business  during  December  the  situation 
at  the  opening  of  1921  is  considered  as  improving  by  the  great  majority  of  correspond- 
ents from  whom  we  secure  data.  Stocks  on  hand  have  contracted  in  value,  but 
reports  indicate  that  by  conservative  purchasing  and  intelligent  charging  off  of  depre- 
ciation or  losses  most  merchants  have  passed  the  crisis  and  are  safely  preparing  for 
future  contingencies.  Employers  and  employees  have  in  many  cases  consulted  and 
reached  a  basis  upon  which  it  is  thought  both  can  prosper.  Transportation  facilitiee 
have  gradually  improved  and  service  is  now  better  than  it  has  previously  been  since 
1916.  The  farmers,  who  are  harder  hit  than  any  other  industrial  group  in  the  fifth 
diptrict,  are  reported  as  cooperating  in  plans  to  aid  in  exporting  their  surplus  products 
and  are  preparing  to  make  the  next  crop  more  economically  than  the  1920  crop.  Of 
course,  complaint  is  heard  from  scattered  sources,  but  on  the  whole  the  district  is 
cheerful  and  confident  of  emerging  into  a  better  period. 

Collections. — Dun's  Review  reports  97  failures,  with  liabilities  of  $1,872,700,  in  the 
fifth  district  during  December,  1920,  as  compared,  with  45  failures  with  liabilities  of 
^1,176.  in  December  1919.  The  number  of  failures  in  December,  1920,  was  nearly 
double  the  number  reported  during  any  other  month  of  the  year,  the  second  highest 
being  October  with  58  reported;  but  the  liabilities  amounted  to  less  than  the  figiu^es 
reported  for  July,  1920,  when  39  firms  failed  for  a  total  of  $l,995,a34.  We  give  else- 
where in  this  publication  a  table  showing  failures  reported  for  the  fifth  district  from 
January  through  December,  both  1919  and  1920,  and  an  examination  of  this  table 
shows  that  the  first  six  months  of  1919  witnesses  approximately  twice  the  combined 
liability  of  those  which  occurred  during  the  last  half  of  the  year,  but  diuing  the  year 
1920  the  second  half  of  the  yeir  was  more  than  twice  as  disastrous  to  weak  firms, 
l-rom  January  to  June,  inclusive,  1919,  184  firms  failed,  with  liabilities  of  $3,610,405, 
and  from  July  to  December,  inclusive,  1919,  171  firms  failed,  with  liabilities  of 
11,996,427.  From  January  to  June,  inclusive,  1920,  203  firms  failed,  with  liabilitiee 
>  of  $4,004,980,  and  from  July  to  December,  inclusive,  1920,  335  firms  failed,  with  liabili- 
ties of  $9,035,343.  The  combined  failures  for  1919  totaled  355,  with  liabilities  of 
^,605,832,  compared  with  538  failures  in  1920,  with  liabilities  of  $13,100,323  Evi- 
dently some  larger  firms  failed  in  1920  than  in  1919,  since  the  total  liabilities  for  1920 
were  2.32  times  the  total  liabilities  for  1919,  while  the  number  of  failures  during  the 
year  were  only  1.52  times  the  number  of  fatalities  reported  in  1919. 
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Further  on  in  that  same  circular  appear  the  following  statements 
with  reference  to  cotton  and  tobacco  [continuing  reading]: 

Cott(m  and  tobacco. — Prices  for  both  cotton  and  tobacco  continue  unsatiefactorv-  to 
the  growers  and  they  are  therefore  holding  every  bale  and  pound  they  can.  Little 
of  either  commodity  was  sold  during  December,  and  many  of  the  tobacco  marketa 
were  closed  a  good  part  of  the  month,  or  until  after  the  holidays.  Much  talk  of  reduced 
acreage  for  1921  continues,  and  numerous  plans  to  enforce  a  reduction  have  been 
advanced,  but  it  is  yet  too  early  to  say  whether  or  not  these  plans  will  show  material 
results.  Crop  reduction  is  a  difficult  thing  to  bring  about,  and  no  one  will  be  able 
to  say  definitely  whether  there  has  been  much  change  in  acreage  until  the  crops  have 
been  planted. 

In  a  letter  dated  December  26,  1918,  the  Federal  Reserve  Bank 
of  Richmond  sent  out  a  letter,  ^*To  the  member  banks  addressed," 
as  follows  [reading] : 

We  inclose  herewith  a  new  schedule  of  discount  rates  effective  on  and  after  Decem- 
ber 30,  1918.  As  will  be  seen,  several  reductions  have  been  made  from  the  rates 
heretofore  current.  These  were  made  for  the  purpose  of  bringing  our  rates  more  into 
harmony  with  those  established  in  other  districts  and  should  not  be  taken  by  our 
member  banks  as  an  indication  that  less  care  is  necessary  in  the  conservation  of  credit. 

On  the  contrary,  as  was  pointed  out  bv  the  Federal  Keserve  Board  in  a  letter  dat^^l 
November  19,  1918,  anS  communicated  to  the  banks  of  this  district  in  our  circular 
No.  85,  under  date  of  November  21 ,  extreme  conservatism  in  the  granting  of  credit 
will  be  necessary  for  some  time  to  come.  The  board's  letter  referred  to  reads,  in  part, 
as  follows: 

"The  board  does  not,  of  course,  desire  in  any  way  to  discourage  the  proper  commer- 
cial activities  of  member  banks  nor  to  criticize  the  very  natural  desire  of  bank  officers 
to  increase  the  normal  profits  and  business  of  their  institutions.  The  board  deems  it 
its  duty,  however,  to  caution  the  bankers,  who  have  rendered  and  are  rendering  such 
efficient  service  to  the  Government  in  the  present  circumstances,  that  profit  makinf 
and  business  expansion  must,  for  some  time  to  come,  continue  to  be  subordinated 
to  the  general  welfare.  There  is  no  assurance  that  the  cessation  of  hostilities  in 
Europe  will  be  followed  bv  a  reduction  in  demands  made  upon  our  banking  resources. 
♦    »    * 

"Having  knowledge  of  the  fact  that  abnormal  demands  must  be  expected  to  con- 
tinue, the  directors  of  the  Federal  reserve  banks  should  exercise  a  reasonable  prudence 
in  extending  accommodations  to  any  member  bank,  and  should  be  satisfied,  by  proper 
inquiry  or  investigation,  that  the  accommodation  sought  is  for  legitimate  local'requu^ 
ments  and  not  applied  for  merely  for  the  purpose  of  increasing  the  profits  or  extending 
the  business  of  member  banks." 

In  a  statement  compiled  by  the  Federal  Reserve  Bank  of  Richmond, 
bv  Caldwell  Hardy,  cnairman  and  Federal  reserve  agent,  under  date 
of  July  30,  1921,  entitled  *' General  business  and  agricultural  condi- 
tions in  the  fifth  Federal  reserve  district,'^  appear  the  following 
statements  [reading]: 

In  view  of  the  greatly  reduced  expenditures  on  tobacco  and  cotton  crops  this  sea- 
son, and  the  large  carry-over  from  last  year's  surplus,  the  predicted  slump  in  produc- 
tion for  1921  may  not  be  unfortunate. 

Also  further  on  in  the  same  circular  appears  the  following  state- 
ment with  reference  to  textiles  [continuing  reading]: 

Tcrtiles. — No  material  changes  are  indicated  for  the  month  of  Jime  in  reporti*  re- 
ceived from  textile  manufacturers.  The  knit  goods  factories  report  sufficient  orders 
to  keep  them  running  to  average  capacity,  but  there  is  yet  little  buying  for  future 
delivery.  (^ottx)n  cloth  manufacturers  are  generally  operating  full  time,  but  are 
accumulating  some  stock.  The  textile  interests  claim  that  no  profits  are  being  made 
at  present  prices,  and  state  that  they  are  operating  simply  to  hold  their  labor  together. 

bein  circular  letter  No.  94,  issued  on  December  20,  1919,  to  all  mem- 
r  banks,  the  Federal  Reserve  Banlc  of  Richmond  said : 

Our  present  task,  therefore,  is  to  proceed  with  the  deflation  of  credits  as  rapidly 
and  as  systematically  as  passible. 
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On  April  26,  1920,  circular  letter  No.  95  from  this  same  bank   - 
stated : 

It  is  a  recognized  function  of  the  Federal  reserve  system  to  exercise  control  over 
the  volume  of  credit  and  currency.  It  is  recognized  to  be  unsafe  to  go  further  with  • 
commodity  prices  at  such  a  dangerous  height.  If  all  the  banks  in  this  district  will 
earnestly  and  conscientiously  endeavor  to  limit  credits  to  necessary  activities  for  pro- 
duction piuTKJses,  insist  that  the  burden  of  carrying  loans  on  Government  securities 
shall  be  gradually  assumed  by  subscribers,  etc. 

Circular  letter  from  this  same  bank  of  June  21,  1920,  said: 

Immediately  upon  the  passage  of  the  amendment  we  issued  our  circular  No.  95, 
in  which  we  expreased  the  belief  that  if  all  banks  in  this  district  would  earnestly 
and  conscientiously  endeavor  to  limit  credits.  »  *  *  We  have  sent  out  informa- 
tion intended  to  enable  all  member  banks,  and  particularly  those  borrowing  rather 
heavily  from  us,  to  cooperate  with  us  intelligently  for  the  conservation  of  credit. 

On  April  24,  1920,  circular  letter  from  the  Richmond  bank  said: 

We  had  been  conducting  a  campaign  for  the  conservation  of  credit  for  more  than  a 
year.  If  we  can  all  pull  together,  however,  for  a  while  longer  and  continue  to  exercise 
the  greatest  possible  care  in  the  granting  of  further  credits,  etc. 

On  September  23, 1920,  circular  letter  from  the  Richmond  bank  to 
member  banks  said: 

It  is,  in  our  opinion,  more  important  than  ever  that  great  conservation  should  bo 
used  in  granting  of  credits,  etc. 

Now,  Mr.  Chairman,  I  want  to  refer  to  some  quotations  from  the 
testimony  of  Gov.  Harding,  of  the  Federal  Reserve  Board.  The 
first  quotation  is  this  [reading] : 

*  Every- 
5  wanta 

you  1   "■ 

The  Chairman.  What  is  the  date  of  that  quotation  ? 

Mr.  Wannamaker.  That  is  a  quotation  that  was  made  before 
your  board  in  these  hearings.     I  don^t  know  what  date  it  was. 

Quotation  No.  2 — and  I  want  to  call  your  special  attention  to  this. 
I  have  just  read  to  you  from  numerous  circulars  issued  by  the  banks. 
These  quotations  were  from  circulars  issued  by  the  banks  of  the 
various  Federal  reserve  districts,  which  quotations  were  from  those 
circulars,  which  said  that  prices  were  low  and  were  going  lower. 
[Reading:] 

The  board  has  cautioned  reserve  banks  not  to  issue  circulars.  It  is  the  job  of  the 
banker  to  look  to  the  value  of  his  collateral,  but  to  do  it  in  a  quiet  way.  It  is  not  the 
function  of  the  reserve  system  to  regulate  prices,  up  or  down,  but  to  maintain  credit. 

I  want  to  call  your  attention  especially  to  the  statements  that  I 
have  read  form  these  circulars.  And  I  want  to  call  your  special 
attention  now  specifically  to  a  statement  made  by  Gov.  Harding. 
It  may  be  due  to  my  lacK  of  understanding  of  financial  affairs  that 
I  do  not  understand  it.  It  was  in  a  statement  issued,  a  monthly 
business  review  of  the  Sixth  Federal  Reserve  Bank  of  Atlanta,  under 
date  of  March  28,  1921,     [Reading:] 

Approximately  60  per  cent  of  the  cotton  pro  luced  in  the  sixth  Federal  district  is 
still  held  and  a  large  proportion  of  it  is  pledged  as  collateral  for  loans  on  a  basis  con- 
siderably above  the  present  low  price  of  the  staple. 

Bankers  from  both  member  banks  and  nonmember  banks  found  in  applying  for 
renewals  of  loans  falling  due  with  the  banks  in  the  North  and  East,  or  in  applying  for 
new  loans,  that  these  banks  insisted  upon  liquidation  and  declined  renewals,  plainly 
stating  that  the  condition  of  the  banks  as  shown  by  these  circulars  were  proof  positive 
that  the  banks  were  overextended  or  doing  an  unsafe  business.    In  fact,  this  con- 
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tinuous  publicity  through  the  press  and  by  circulars  destroyed  the  confidence  of  the 
depositors  to  such  an  extent  tnat  tremendous  sums  of  money  was  withdrawn  from 
deposit  and  hoarded  by  the  depositors,  thus  taking  it  out  of  circulation  and  addin? 
to  the  seriousness  of  the  situation. 

In  other  words,  the  banks  have  numerous  loans  on  hand.  A 
gentleman  calls  me  up  and  calls  my  attention  to  this  statement, 
and  sayTS  that  he  finds  it  has  an  effect  upon  his  New  York  banking 
connection.  They  say  you  are  overloaned;  you  are  loaning  more 
money  than  the  cotton  is  worth.  Here  is  the  statement  of  the 
Atlanta  district  bank  saying  so. 

I  would  like  to  insert  in  the  record  and  read  to  the  commission 
the  following  article  by  W.  M.  Steele,  secretary  of  the  Louisiana 
division  of  trie  American  Cotton  Association,  writing  to  the  Cotton 
News. 

The  Chairman.  Without  objection,  it  may  be  read. 

Mr.  Wannamaker  (reading) : 

SEVERELY  CRITICISES  GOV.  W.  P.  O.  HARDING  AND  POLICIES  OP  THE  FEDERAL  RE8ERV1 
BOARD — W.  M.  STEELE,  SECRETARY  LOUISIANA  DIVISION  AMERICAN  COTTON  ASSO* 
CIATION,    WRITES   SPECIAL  ARTICLE   FOR  COTTON   NEWS. 

Mr.  W.  P.  G.  Harding,  governor  of  the  Federal  Reserve  Board,  is  not  iimially  cred- 
ited with  a  sense  of  humor,  but  it  is  difficult  for  those  who  have  watched  the  courae 
of  events  for  the  past  year  to  read  his  testimony  before  the  joint  congressioDal  coiifc« 
mittee,  to  accept  that  testimony  as  aught  but  a  merry  jest,  or — perish  the  thought- 
deliberate  misrepresentation. 

"All  we've  got  to  do  is  to  get  out  of  everlasting  pessimism,"  said  Mr.  Hardint 
"and  quit  saying  'everything  is  going  to  the  dogs.'  Why  a  man  has  to  put  up  a  good 
cheerful  face  if  he  wants  credit.  You  can't  talk  to  the  banker  like  you  do  to  tte 
tax  assessor." 

Gov.  Harding  forgets  (or  ignores)  the  fact  that  it  was  lareely  his  policies  in  thi 
disastrous  deflation  campaign  that  took  the  joy  out  of  life  for  the  a^cultiiral  pw 
ducers  of  this  country — nis  policies  that  precipitated  upon  the  agricultural  intere* 
of  the  country  the  most  sudden,  the  most  disastrous,  the  most  ruthless,  destnictiofl 
of  values;  his  policies  which  transformed,  almost  overnight,  a  happy  hopeful  peopi 
into  despairing,  panic-stricken  strugglers  who,  to  save  their  economic  lives,  v€rt 
kept  on  the  jump  just  one  step  ahead  of  bankruptcy;  his  policies  which  while  greet 
ing  suppliants  with  the  glad  hand  and  suave  promises  of  all  necessary  helD  to  marM 
their  crops,  was  applying  the  financial  garrotte  to  them  as  they  plead;  nis  policMl 
which,  in  a  mad  irenxy  of  deflation,  lifted  the  rediscount  rates  and  instituted  the 
villainous  system  of  progressive  interest  rates,  which  enabled  the  Federal  Reeent 
bank  to  charge  a  little  bank  in  Alabama  interest  amounting  to  87  per  cent  per  annuft 
on  a  small  loan,  while  favored  banks  in  New  York  were  accommodated  with  millioBJ 
at  6  per  cent  per  annum,  on  which  these  New  York  banks  made  enormous  ships  m 
money — and  hedged  the  ordinary  functions  of  the  Federal  reserve  system  about  vitft 
such  restrictions  for  the  cotton  Sorrower  that  it  was  worse  than  the  gall  and  \in^ 
given  to  the  thirsting  Savior. 

And  we  must  not  be  pessimistic.  I 

Why,  it  is  not  unlike  the  slaughter  of  the  innocents  to  make  a  Roman  holiday. 

But  the  real  gem  of  humor  in  Gov.  Harding's  testimony  is  this: 

"The  board  has  cautioned  reserve  banks  not  to  issue  circulars.  It  is  the  job  of  th» 
banker  to  look  to  the  value  of  his  collateral,  but  to  do  it  in  a  quiet  way.  It  is  di* 
the  function  of  the  Federal  reserve  system  to  regulate  prices,  up  or  down,  bui » 
maintain  credit." 

In  the  light  of  recent  history  this  is  probably  the  most  remarkable  statement  evff 
made  by  a  high  Government  oflftcial.  The  caution  to  the  reserve  banks  about  ci^ 
culars  e\'identiy  fell  upon  deaf  ears,  for  "reWews"  have  issued  regularly  from  the 
Atlanta  bank  and  others  as  well.  And  ever  since  the  announced  policy  of  the  Fed- 
eral Reserve  Board  to  bring  down  prices  by  boosting  the  rediscount  rate,  and  applyii* 
the  progressive  interest  rate,  these  reviews  of  market  conditions  have  alwajis  foretold 
further  declines.  This  was  just  part  of  the  studied  campaign  of  deflation  to  smother 
demand  by  the  promise  of  still  lower  prices. 

When  the  southern  cotton  farmer,  facing  a  continually  declining  market  and  iintble 
to  get  credit,  in  many  cases  even  sufficient  to  buy  food  to  last  hSn  through  the  year. 
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heeded  the  ad%ice  of  the  leaders  and  curtailed  his  cotton  acreage,  seeking  to  firmly 
place  his  industry  on  a  sound  economic  basis — to  base  it  on  supply  and  demand — did 
he  get  any  help  from  the  Federal  Reserve  Board?  He  did  not.  Every  utterance 
from  the  sacro-sanct  precincts  of  the  board,  either  in  Washington  or  the  branches, 
W2S  calculated  to  throw  cold  water  upon  his  efforts.  While  the  slo^n  was  to  cut 
prod  action  of  cotton  50  per  cent  by  restricting  cotton  acreage  to  one-third  of  the  lands 
cultixiited,  a  sound  economic  ba^is  which  should  be  made  permanent,  and  though 
it  became  apparent  early  in  the  spring  that  the  curtailment  would  almon  reach  the 
desired  figure,  here  is  the  form  of  encouragement  given  by  the  Federal  Reserve  Board 
in  a  statement  issued  in  Washington  on  May  1 : 

'While  the  earlier  reports  indicated  a  very  large  reduction  in  the  acreage  it  is  now 
generally  understood  that  the  reduction  will  not  be  as  great  as  was  pre\'iously 
indicate." 

This  statement  also  includes  this: 
However,  District  No.  8  (Atlanta)  reports  that  'conservative  estimates  place  the 
reduction  in  acreage  compared  with  last  year  at  from  10  to  20  per  cent.'  " 

The  business  reN^iew  of  the  Atlanta  bank  for  April  contains  this  same  stat<?ment. 

The  Federal  Reserve  Bank,  instead  of  adopting  or  gi\ing  credence  to  the  \*iew  of 
the  men  who  were  friendly  to  cotton  and  knew  that  the  curtailment  was  much  greater, 
fell  for  the  \iew  of  the  skeptics  who  had  been  bearing  the  market  and  helped  their 
pme  along. 

During  the  national  political  campaign  last  fall  when  the  deflation  thunderbolt  was 
launched  to  bring  down  the  high  cost  of  li\ing,  the  Federal  Reserve  Board  issued 
a  statement  on  August  26,  1920,  to  unite  with  the  larger  cotton  States  in  cutting  cot- 
ton out  for  1922,  carried  broadcast  by  the  Associated  Press,  which  contained  the 
Wlowing: 

"Marked  indications  that  li\ing  costs  apparently  have  started  on  their  long-awaited 
"Wl.  was  said  by  the  Federal  RcServe  Board  to-day  to  be  contained  in  its  latest  re- 
port. An  *  important  downward  tendency'  in  prices  of  all  commodities  excepting 
wid,  U  evidenced  in  all  parts  of  the  country,  the  board  stated,  adding  that  a  sharp 
eduction  in  the  price  of  raw  products  even  forecast  lower  food  prices. " 

.Vlso — 

"Lower  prices  on  cotton  and  cotton  products  were  forecast  because  of  an  unex- 
pected crop  combined  with  a  slowing  up  of  demand. " 

Of  course,  the  Federal  Reserve  Board  has  nothing  to  do  with  prices — ^whether 
ttey  go  up  or  down  is  immaterial  to  it — and  such  dope  m  this  would  assuredly  be 
hinilated  to  stimulate  buying. 

.  Even  as  late  as  last  June,  it  was  still  dolinje;  out  its  doleful  dope.    Read  this  fore- 
<i8t  of  further  fallitig  prices  in  its  statement  issued  on  June  30,  1921 : 

"Theories  that  prices  had  reached  a  stable  basis,  founded  on  the  slowing  up  of  the 
price  fall  in  May,  the  board  found  were  set  aside  by  later  records,  and  the  board  con- 
cluded that  *it  is  even  more  evident  that  the  close  of  the  readjustment  period  has 
>ot  yet  been  reached'  in  some  lines  of  business,  notably  iron  awl  steel. " 

Xo;  the  Federal  Reserve  Board  does  nothing  to  affect  prices,  either  up  or  down, 
•ccordin^  to  Gov.  Harding,  but  the  fact  remains  that  its  utterances  have  had  a  direct 
ttd  malign  influence  on  the  price  of  cotton  time  after  time,  and  more  particularly 
Jwt  after  an  appeal  to  him  for  nelp.  Look  back  at  the  records,  see  what  has  been  the 
l«8ult  on  the  cotton  market  every  time  Mr.  Harding  or  his  then  chief,  Mr.  Houston. 
^  Secretary  of  the  Treasury,  gave  out  a  statement.  One  statement  by  Mr.  Houston, 
who  was  recognized  as  dominating  the  policy  of  the  Federal  Reserve  Board  at  that 
time,  was  followed  by  a  drop  of  5  cents  a  pound  within  a  week's  time.  On  another 
^'^^casion,  in  September,  1920,  after  insistent  demands  for  a  more  liberal  policy,  Mr. 
Harding  in vi tea  leaders  in  the  cotton  industry  to  Washington  to  discuss  the  situation, 
^d  at  that  time  issued  an  ambiguous  statement  which  many  of  the  leaders  took  at 
ite  face  value  and  went  home  full  of  hope  and  expressing  the  highest  appreciation  of 
tile  attitude  of  Gov.  Harding  and  the  Federal  Reserve  Board.  They  wrote  articles 
*nd  made  speeches  and  lulled  their  people  into  a  sense  of  security.  It  was  believed 
that  every  laciUty  would  be  given  the  farmer  to  market  his  cotton  in  an  orderly  man- 
iter-4n  other  words,  that  he  could  borrow  money  on  his  cotton  for  his  immediate 
iieeds  and  hold  the  cotton  until  demand  made  a  satisfactory  market.  But  that  fool's 
P^fidise  was  shattered  on  October  8,  when,  after  another  conference,  held  this  time 
in  Bimnn^ham,  Gov.  Harding  ripped  the  mask  from  his  policies  and  the  cotton  pro- 
ducer r^ahzed  at  last  that  he  could  expect  no  help  from  that  quarter.  Not  only  did 
Je  reahze  that  he  could  expect  no  help,  but  he  found  out  that  what  was  supposed  to 
oe  an  agency  of  support  to  him  in  a  crisis,  had  been  transformed  into  an  instrument 
being  \5ed  to  beat  nim  to  his  knees.  With  studied  misunderstanding  and  with  stu- 
died misrepresentation  of  the  demands  and  needs  of  the  cotton  producer,  Gov.  Harding 
tlius  brutally  blasted  his  hopes: 
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"The  Federal  reserv^e  bank  sj'stem  was  not  established  to  assist  plans  for  holdiiit 
commodities  off  the  market,  nor  is  it  at  the  disposal  of  speculative  ent^prises  organ- 
ized to  advance  private  interests.*' 

And  this  in  the  face  of  the  fact  that  the  policy  of  deflation  had  smothered  demtod. 
had  killed  the  market,  and  all  buyers  were  holding  off  for  the  rock-botlom  prire 
promised  by  the  Federal  Reserve  Board. 

Gov.  Harding  might  blandly  inquire  if  this  statement  had  any  effect  on  quotation*. 
The  records  show  that  it  had — a  wet  blanket  effect,  that  extinguished  all  hope  of  relief 
from  that  quarter  and  inspired  the  bears  with  the  confidence  that  enablcKl  them  to 
pursue  theu-  slaughter  without  danger  of  hindrance. 

Not  to  pile  Pelion  upon  Ossa  but  to  cite  just  one  more  instance  of  deflation  propt- 
ganda,  it  might  be  well  to  quote  this  extract  from  the  Monthly  Business  Review  of  the 
sixth  district  reserve  bank  (Atlanta)  under  date  of  March  28, 1921: 

''Approximately  60  per  cent  of  the  cotton  produced  in  the  sixth  Federal  district  b 
still  held  and  a  large  proportion  of  it  is  pledged  as  collateral  for  loans  on  a  basis  con- 
siderably above  the  present  low  price  of  the  staple." 

If  this  were  true,  tne  condition  of  southern  banks  was  verv  bad  and  the}'  should  doc 
have  been  exposed  by  an  institution  which  had  confidential  access  to  their  portfolio. 
If  it  were  false,  it  was  criminal  to  publish  it.  This  statement  had  a  direct  effect  on  tlif 
market,  when  circulated  by  a  cotton  house  with  wire  connections.  It  was  at  firs: 
denied  by  an  official  of  the  Atlanta  bank,  but  the  printed  page  proved  the  resiXKisi- 
bility  of  the  bank  for  its  utterance.  Could  this  statement  by  any  stretch  of  the  imae- 
ination  be  classed  as  innocuous? 

Federal  reserve  officials  give  as  the  reason  why  the  rediscount  rate  in  the  fi^^ 
southern  banks  was  not  lowered  to  5i  per  cent,  when  it  was  recently  lowered  in  the 
other  reserve  banks,  the  claim  that  the  southern  banks  are  loaned  up  to  the  lulu 
They  have  been  harping  on  that  string  for  a  long  time.  One  has  no  means  of  kiMvin? 
at  present  what  proportion  of  the  outstanding  loans  are  really  agricultural  loans,  bat 
last  fall  the  charge  was  made,  substantiated  by  the  facts,  and  never  denied,  that  when 
this  same  wail  was  put  up  by  the  Atlanta  bank  it  had  outstanding  loans  in  New  York 
to  two  concerns  of  twice  the  amount  which  was  outstanding  in  its  district  on  cotloiL 
If  this  practice  was  common,  it  is  no  wonder  that  southern  reserve  banks  have  reached 
their  limit  if  their  resources  are  to  be  used  in  eastern  centers  to  make  money  easier 
there,  and  by  creating  a  scarcity  in  the  South,  putting  force  behind  the  finauial 
garrotte  that  was  throttling  the  agricultural  South.  Wmle  Gov.  Harding  is  pratinf 
about  excessive  loans  to  southern  agriculture,  let  us  look  into  a  record  that  was  ppv 
duced  by  L.  B.  Jackson,  of  the  Georgia  Bureau  of  Markets,  just  after  Mr.  Haioii^ 
had  taken  off  for  the  moment  the  mask  of  biendliness  to  the  producer  last  fall. 

The  October  1  statement  of  the  Atlanta  bank  showed  rediscounts  of  $176,064,910. 
Of  this  amount,  that  debited  against  agriculture  was  $18,190,148.  That  classified  » 
commercial  and  industrial  amounted  to  $37,783,862,  and  'all  others,"  rather  peculiar, 
considering  the  amount^  $120,000,000.  That  does  not  indicate  that  southern  agri- 
culture  was  being  particularly  favored,  especially  when  it  might  be  truthfully  »iti 
that  some  of  the  **agricultuiil**  paper  probably  is  wrongly  claseified.  Mr.  Jacfc=c<fl 
further  charged  that  of  this  $18,000,000  debited  to  agriculture  only  four  million  v^ 
outstanding  against  cotton. 

Considering  the  general  policy  of  the  Federal  reserve  bank,  not  as  announced  is 
salve-spreading  announcement,  but  as  a'  tually  applied  in  its  relation^  with  member 
banks  and  their  borrowers,  it  is  not  likely  that  the  proportion  outstanding  on  cott4}D 
has  been  allowed  to  increase  very  materially. 

It  would  not  be  ami««  to  point  out  another  incident  in  the  general  policy  of  hdp- 
fulness  (?)  to  the  producer.  In  the  midst  of  the  general  gloom  last  fall  the  oitfe 
district  oank  issued  an  order  to  member  tanks  that  cotton  factors'  paper  would  nt-t 
be  redi>qounted  as  theretofore.  To  make  this  paper  eligible  for  rediscount  the 
factor  had  to  prove  ownership  of  the  cotton  pledged  as  collateral  (which,  of  couiw, 
he  could  not  do,  as  he  did  not  own  the  cotton)  or  he  had  to  procure  specific  authority 
from  the  owner  to  pledge  it  for  loan.  This  disturbed  a  business  custom  that  there- 
tofore had  been  regarded  as  sound  and  made  it  difficult  for  factors  to  carr>'  on  their 
business,  and  in  some  cases  threw  insurmountable  obstacles  in  their  path. 

And  now  comes  Gov.  Harding  before  the  joint  congressional  committee  and  blandly 
denies  tliat  the  Federal  Restne  Board  did  aught  to  inj  re  the  cotton  producer,  biii 
did  save  the  Nation  from  financial  collapse.  He  may  be  able  to  con\ince  sonie 
people  that  the  Federal  Reserve  Board  is  without  sin,  but  the  recwd  belies  it  To 
moRt  persons  who  have  followed  the  course  of  events,  he  will  have  to  answw  croecili- 
cally,  the  chaigf  s  of  John  Skelton  Williams,  one  time  member  of  the  board  as  Comp- 
troller of  the  (furrency,  and  those  of  Senator  R.  L.  Owen,  one  of  the  framerp  erf  the 
Federal  reserv-e  act,  who  charges  plainly  that  the  present  board  has  perverted  the 
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law  and  transfonned  the  system  into  an  instrument  of  harm.  He  will  also  have  to 
explain,  if  he  can,  the  decision  of  the  Supreme  Court  of  the  United  fr^tates.  No 
individual  has  dared  to  charge  to  the  Federal  Reserve  Board  the  crimes  laid  to  it 
in  a  decision  of  the  highest  court  of  the  land. 

And  yet  Gov.  Harding  blandly  smiles,  enters  a  general  denial,  and  rests  content  in 
the  con6dence  of  those  who  know  not  the  dark  record 

There  was  a  statement  issued  on  April  28,  1921,  a^  follows: 

8AY8  BIO  COTTON  CROP  18  OUTLOOK — FEDERAL    RESERVE  BOARD    HEAD    PREPARES    TO 
MAKE   SURVEY   OF  FARM   CREDIT  SITUATION. 

Washington,  April  28, 

Gov.  Harding,  of  the  Federal  Reserve  Board,  announced  to-dav  that  he  would  begin 
next  week  a  personal  survey  of  the  farm  credit  situation  in  tne  Middle  West  and 
Southwest. 

The  board,  the  governor  said,  had  thought  it  advisable  that  he  make  a  tour  of  the 
toning  area  so  as  to  learn  at  first  hand  the  problems  of  the  countr>'  banked  and  trade 
organizations.  The  real  crux  of  the  farmers'  problem,  in  the  view  of  Mr.  Harding, 
is  the  foreign  situation.  The  farmers,  he  saia,  must  have  a  market  for  their  com- 
moditiee  as  thev  can  not  go  on  indefinitely  on  credit  without  selling  their  crops.  He 
thou^t  the  reduction  of  the  rediscount  rate  bv  the  Bank  of  Englandmight  aid  Ameri- 
can farmers  by  making  possible  a  more  liberal  market  for  grain  and  cotton  not  oply  in 
England  but  other  European  countries. 

Inequalities  in  price  readjustments  as  between  the  wholesalers  and  retailers  and  the 
transportation  situation  also  were  described  by  Mr.  Harding  as  contributing  causes  to 
the  present  agricultural  situation. 

The  Federal  Reserve  Board,  Mr.  Harding  said,  has  no  specific  plan  for  relief  of  the 
fcffmers.  He  explained  that  the  reserve  banks  could  not  make  direct  loans  to  farmers, 
but  could  only  rediscount  the  loans  of  member  banks. 

Reports  to  the  board.  Mr.  Harding  continued,  indicate  that  next  year's  American 
cotton  crop  will  be  witidn  75  per  cent  of  this  year's  total,  although  at  the  end  of  the 
present  cotton  year  on  July  1  there  will  probably  be  a  surplus  of  8,000,000  bales,  or 
nearly  a  world's  supply  under  present  conditions.  In  the  face  of  this  situation,  he 
added,  bankers  naturally  are  cautious  in  increasing  their  loans  on  farm  paper.  He 
expressed  the  belief,  however,  that  there  would  be  sufficient  advances  to  care  for  the 
immediate  needs  of  the  fanners  in  planting  their  crops. 


American  CJotton  Association, 
St.  Matthews,  S.  C,  April  29, 1921. 
Hon.  W.  P.  G.  Harding, 

Governor  Federal  Reserve  Board y  Washington^  D.  C. 

Mt  Dear  Gov.  Harding:  Please  note  inclosed  herewith  clipping  which  came 
out  on  the  Associated  Press  on  yesterday.  Please  advise  if  you  are  correctly  quoted 
in  this  dispatch.  I  feel  sure  that  the  statement  quoting  you  as  to  the  production  of 
cotton  for  1921  is  not  a  correct  quotation. 

Our  association  has  probably  the  most  complete  system  of  crop  reporting  in  America 
to-day.  We  have  thoroughly  orgsmized  it  so  as  to  touch  every  angle  of  the  cotton 
induBtry  in  every  section  of  America  where  cotton  is  produced.  In  addition  to  our 
regular  line  of  reporters,  we  have  4,000  reporters  representing  the  best  talent  in  the 
South,  composed  of  farmers,  bankers,  merchants,  warehousemen,  and  nnners,  repre- 
senting every  section  of  each  of  the  850  cotton-producing  counties.  We  have  been 
getting  reports  as  a  matter  of  information  for  the  past  several  weeks,  but  of  course 
reports  can  not  be  reached  with  accuracy  until  the  planting  season  has  been  past.  We 
have  received  many  urgent  requests  for  information  concerning  acreage  for  the  coming 
year  from  various  lines  of  the  cotton  industry,  and  have  positively  refused  to  issue 
same,  informing  the  trade  that  the  Government  does  not  make  up  its  report  imtil  May 
25,  and  that  it  will  be  impossible  for  anyone  to  issue  an  accurate  report  at  a  much 
earUer  date.  Even  reports  received  now  from  the  Government  or  otherwise  would  not 
be  accurate  as  to  the  final  indicated  yield. 

Still  the  statement  inclosed  quotes  you  as  saying  that  we  will  produce  75  per  cent  of 
last  year's  crop,  and  it  will  naturally  carry  great  weight  with  it  unless  corrected. 

I  am  calhng  your  attention  to  same  with  the  hope  that  you  will  see  that  it  is  imme- 
diately corrected. 
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In  this  statement  I  note  that  you  expect  to  visit  the  West  and  Southwest  to  study 
a^cultural  conditions.  While  you  are  naturally  thoroughly  familiar  with  the  South, 
existing  conditions  are  so  far  different  from  any  that  we  have  ever  experienced  in  the 
last  one-half  century,  I  sincerely  hope  that  you  can  also  favor  the  South  with  a  visit  so 
as  to  study  conditions  here  as  well  as  in  the  West  and  Southwest. 

I  would  appreciate  very  much  your  attention  in  reply,  and  assuring  you  of  kindest 
personal  regards,  I  am, 
Sincerely,  yours, 

J.  S.  Wannamaker,  PresiderU. 


Federal  Reserve  Board, 

Washington,  May  f ,  192  L 
My  Dear  Mr.  Wannamaker:  I  thank  you  for  your  letter  of  April  29,  inclosing 
newspaper  clipping.    That  portion  of  the  clipping  which  relates  to  the  cotton  crop 
does  not  report  me  at  all  correctly.    In  answer  to  a  question  by  one  of  the  newspapa 
men  as  to  what  the  acreage  of  cotton  was  and  what  I  thought  the  production  would  be, 
I  stated  that  I  had  no  information  as  to  acreage,  and  pointed  out  that  the  Department 
of  Agriculture  would  issue  a  report  the  latter  part  of  May  and  that  an  estimate  in 
advance  of  that  statement  would  be  purely  a  guess.    I  may  say  further  that  I  de- 
clined to  make  a  guess  and  also  called  attention  to  the  fact  that  a  great  manj  thing? 
besides  acreage,  such  as  climatic  conditions  and  insect  damage,  entered  into  the 
ultimate  yield. 
With  kind  regards,  I  am. 
Very  truly,  yours, 

W.  P.  G.  Harding. 
Mr.  J.  S.  Wannamaker, 

President  American  Cotton  Associationy  St,  Matthews j  S.  C. 


American  Cotton  Association, 
St.  Matthews,  S,  C,  May  7,  19SI 
Hon.  W.  P.  G.  Harding, 

Governor  Federal  Reserve  Board,  Washington,  D,  C. 

My  Dear  Gov.  Harding:  Your  letter  of  May  2  in  reply  to  mine  of  April  29  has 
received  my  attention. 

I  am  very  glad  to  note  that  you  did  not  issue  the  statement  accredited  to  you  con- 
cerning the  indicated  yield  of  cotton  for  the  present  year;  that  you  stated  you  had  no 
information  as  to  acreage,  and  pointed  out  that  the  Department  of  J^gricuitu^e  would 
issue  a  report  the  latter  part  of  May  and  that  an  estimate  in  advance  of  that  statement 
would  be  purely  a  guess;  and  that  you  even  declined  to  make  a  guess  and  called 
attention  to  the  fact  that  a  great  many  things  besides  acreage,  such  as  climatic  condi- 
tions and  insect  damage,  entered  into  the  ultimate  >ield. 

We  find  that  the  statement  referred  to  in  my  letter  of  April  29  appeared  in  the  lead 
ing  press  of  the  Nation  as  an  interview  from  you.  It  is  impossible  to  correct  iim 
statement  and  undo  the  damage  that  has  been  done  unless  you  will  issue  a  denial  of 
the  statement  through  the  press,  so  that  the  same  papers  that  have  given  nation-wide 
publicity  to  the  statement  as  haxing  come  from  you  will  correct  at  least  to  some  extent 
the  great  damage  that  has  been  done. 

A  statement  from  you  carries  great  influence.  No  other  source  could  possibly  isBue 
a  statement  that  would  carry  such  influence,  and  unless  this  statemejit  is  corrected 
by  you  the  people  of  the  entire  Nation  and  abroad  will  be  influenced  by  same.  The 
statement  will  appear  in  the  foreign  press,  especially  in  the  manufacturing  centers 
and  will  have  great  weight  there. 

Immediately  upon  reading  the  statement  referred  to,  our  association  issued  6,000 
requests  to  that  number  of  representatives  covering  the  entire  cotton-producing 
section  of  America  and  representing  the  banking,  warehousing,  merchandising,  and 
farming  interests,  requesting  detailed  information  concerning  acreage,  use  of  ferti 
•lizer,  effect  of  climatic  conditions,  and  also  the  amount  of  acreage  already  abandoned 
on  account  of  the  inability  of  the  farmer  to  secure  credits  of  either  monev-s  or  good?  for 
the  cultivation  of  cotton  which  he  had  already  planted.  The  representatives  to  whom 
the.-'e  requests  were  sent  represent  the  most  reliable  sources  from  which  it  is  poasible 
to  secure  information  bearing  on  the  indicated  yield.  Replies  to  these  request^  so 
far  received  convincingly  prove  the  injustice  that  has  been  done  in  the  interview 
which  the  press  accredited  to  yourself,  stating  that  we  woi^ld  produce  75  per  cent  of 
last  year's  crop  in  1921. 
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While  I  agree  \i'ith  you  fully  that  an  estimate  made  at  this  time  would  be  purely  a 
<»iies8  and  that  a  .^eat  manv  things  besides  acreage,  such  as  climatic  conditions  and 
in?ex't  damage,  enter  into  the  ultimate  yield,  in  addition  to  this  the  replies  received 
l)rin?  to  light  the  fact  that  thq  production  of  cotton  this  year  will  be  far  more  largely 
proportionately  reduced  than  any  time  witldn  tlie  last  one-half  centurv,  not  even 
excepting  the  conditions  following  tlie  war  between  the  States,  by  the  abandonment 
of  acreage  planted,  which  abandonment  is  due  to  the  fact  that  the  farmer  on  account 
of  the  above  conditions  is  unable  to  obtain  credits  of  either  goods  or  moneys  for  tl^e 
rultivation  of  his  crop — many  replies  rec  eived  showing  cotton  acreage  abandonment 
for  the?e  reasons. 

I  sincerely  hope  that  you  will  give  this  matter  your  immediate  attenticn.  es  the 
lon^rer  the  statement 'remains  uncorrected  tlie  gi  eater  will  be  the  damage  that  it  will 
do.  I,  of  course,  understand  from  vour  letter  that  vou  did  not  issue  the  etateroent. 
However,  there  can  be  no  question  but  that  the  publicity  to  this  statement  was  given 
out  by  the  representatives  of  the  press  wl?o  called  on  you,  as  per  ytair  letter  of  Mav  2, 
and  rer|ue3ted  a  statement  as  to  the  acreage  and  indicated  yield.  Tl  erefcre.  tl  ofe 
nevv-jpif^er  men  should  be  forced  to  issue  a  corre  ^ted  statement,  botli  in  iustire  to 
yourself  and  the  agricultural,  industrial,  and  commercial  lifeof  theentiie  K^titn.as 
well  as  the  newspapers  they  represent. 

Awaiting  your  early  advices,  for  which  I  thank  you  in  advance,  I  am,  with  kind 
regards, 

Ver>'  truly,  yours, 

J.  S.  Wannamaker,  President. 

P.  S.— I  note  in  your  letter  of  May  2  in  reply  to  my  letter  of  April  29  incloeing  you 
newspaper  clipping  that  you  state: 

'In  answer  to  a  question  by  one  of  the  newspaper  men  as  to  what  the  acreage  of 
cotton  was  and  what  I  thought  the  production  would  be,  I  stated  that  I  had  no  infor- 
mation as  to  acreage  and  pointed  out  that  the  Department  of  Agriculture  would  issue 
a  report  the  latter  part  of  May  and  that  an  estimate  in  advance  of  that  statement 
would  he  purely  a  guess.  I  may  say,  further,  that  I  declined  to  make  a  guefs  and  also 
called  attention  to  the  fact  that  a  great  many  things  besides  acreage,  such  as  climatic 
conditions  and  insect  damage,  entered  into  the  ultimate  yield." 

As  your  letter  makes  no  reference  to  the  remaining  part  of  the  interview,  copy  of 
which  I  sent  you,  it  is  my  understanding  that  with  this  exception  the  interview  is 
correct.  It  would  seem  to  me,  therefore,  that  any  additional  correctiors  aside  frcm 
the  corrections  referred  to  in  the  above  quotations  frcm  your  letter  of  May  2  sliould 
come  from  you  in  addition  to  the  corrections  made  by  the  newspaper  representatives. 

J.  S.  Wannamaker. 


Federal  Reserve  Board, 

Washington,  Map  9,  1921. 
My  Dear  Mr.  Wannamaker:  I  acknowledge  receipt  of  your  letter  of  the  7th  instant 
^nd  note  your  suggestion  that  I  issue  a  statement  to  the  press  den>'ing  the  part  of  the 
interview  to  which  you  refer.  I  wish  to  say  that  I  am  very  frequently  misquoted 
and  the  Federal  Reserve  Board  has  been  frequently  misrepresentoa  by  various  publi- 
^tions  and  that  it  is  not  the  board's  policy  to  attempt  to  make  corrections  of  all 
these  misrepresentations.  The  particular  interview  to  which  you  refer  was  given 
to  8  or  10  newspaper  representatives  and  I  do  not  know  which  particular  one  was  the 
author  of  the  dispatch  which  referred  to  the  cotton  situation.  No  reference  was 
niade  to  cotton  by  me  and  the  question  was  brought  up  by  some  of  the  newspaper 
men  and  they  discussed  it  among  themselves.  In  the  course  of  this  discussion  1  made 
the  statement  referred  to  in  my  letter  to  you  of  May  2.  I  do  not  believe  that  a  denial 
h'  me  would  get  geiicral  circulation  nor  tliat  it  would  he  effective  in  counteracting 
any  wrong  impressions  which  may  have  been  created.  I  think,  therefore,  it  would 
^  a  better  plan  for  you  to  use  my  letter  of  May  2  in  any  way  which  you  may  deem 
proper  and  it  will  be  entirely  agreeable  to  me  for  you  to  make  such  use  of  it  as  you 
niay  wish. 
With  kind  regards,  I  am, 
Sincerely,  yours, 

W.  P.  G.  Harding. 
3ir.  J.  S.  Wannamaker, 

President  American  Cotton  Association^  St.  Matthews,  S.  C. 


Digiti 


ized  by  Google 


572  AGRICULTURAL  INQUIRY.. 

The  Chairman.  What  deduction  do  you  draw  from  this  statement? 

Mr.  Wannamaker.  I  draw  this,  sir,  that  it  drives  out  of  the  market 
all  buyers.     I  draw  this  conclusion. 

The  Chairman.  Do  you  think  it  was  a  true  statement  of  the 
situation  ? 

Mr.  Wannamaker.  I  thmk  it  is  absolutely  a  true  statement,  if 
you  permit  the  Federal  Reserve  Board  to  continue  to  drive  prices 
down.  This  is  absolutely  correct,  if  vou  continue  to  permit  them 
to  do  that.  If  I  was  a  liuyer,  when  they  put  this  policy  in  forc^,  I 
would  not  buy. 

I  can  find  no  legal  authority  provided  by  legislation  or  constitutional 
provision  authorizing  or  permitting  the  Federal  Reserve  Board  or  Fed- 
eral reserve  district  to  issue  statements  and  circulars  efTecting  prices. 
Such  action  is  centainly  not  the  intention  of  th^  original  act  nor  y 
provided  for  in  any  special  legislation  and  to  pass  legislation  author- 
izing such  action  based  upon  the  result  of  the  continuous  issuance  of 
such  circulars  and  statements  through  the  press  would  prove  a 
monumental  blunder,  and  I,  therefore,  urge  tnat  your  commission 
give  serious  consideration  to  the  preparation  of  an  act  forbidding 
such  action  on  the  part  of  the  Federal  Reserve  Board  or  any  of  the 
officials  of  the  regional  reserve  system.  It  is  the  duty,  as  provided 
by  law,  for  the  Agricultural  Department  to  issue  regular  condition 
crop  reports,  also  statistical  reports,  and  with  this  information  it 
would  seem  that  Government  action  would  cease,  permitting  the  law 
of  supply  and  demand  to  function,  instead  of  artificially  interfering 
with  same  by  continually  issuing  statements  and  circulars  as  to  con- 
dition, indicated  yield,  markets,  dernand,  supply,  and  indications  as 
to  prices.  It  is  said  that  experience  Is  one  of  the  best  school-teachers; 
I  fail  to  find  in  any  of  the  successful  banking  institutions  of  Europe 
where  a  similar  course  to  the  one  pursued  by  the  Federal  Reserve 
Board  as  outlined  above  has  been  followed. 

The  methods  employed  by  the  autocratic  power  vested  in  the 
Federal  Reserve  Board  to  force  drastic  artificial  deflation  in  market 
values  all  over  the  Nation,  and  especially  in  the  prices  of  staple  agri-' 
cultural  products,  were  identically  the  same  employed  by  those  in 
control  of  the  financial  machinery,  and  which  have  precipitate 
panics  and  suffering  upon  humanity  following  periods  of  inflation 
after  great  wars  lor  the  past  3^C00  years.  History  is  honey- 
combea  with  records  recounting  disasters  to  agriculture,  conunerce. 
and  business  as  the  result  of  the  policies  employed  by  the  Federal 
Reserve  Board  in  1920,  and  which  type  of  policy  was  forced  upon  this 
Nation  between  1873  and  1878,  a  few  years  after  the  Civil  War  he- 
tween  the  States.  The  expedient  employed  was  to  restrict  credit, 
contract  the  currency,  advance  the  interest  rates  abnormally,  and 
to  practically  place  an  embargo  on  exports.  Those  into  whose  hands 
are  instrusted  the  financial  machinery  of  a  nation,  and  given  auto- 
cratic power,  can  create,  at  will,  a  buyer's  panic  which  is  destructive 
to  a  nation's  progress  and  business.  The  raising  of  rediscount  rat^. 
restriction  of  credits,  and  contraction  of  currency,  whenever  enforced, 
has  had  a  depressing  effect  upon  prices. 

The  action  of  the  Federal  Reserve  Board  promptlv  produced  a 
buyer's  panic,  first  in  this  country  and  later  on  in  Europe.  The 
United  States  being  the  creditor  nation  of  the  world  was  certain  to 
adversely  affect  financial  conditions  in  foreign  countries  through  the 
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f slides  of  drastic  artificial  deflation  inaugurated  in  this  country, 
he  reox)rds  on  file  in  the  offices  of  the  Federal  Reserve  Board  and 
Comptroller  of  the  Currency  fully  confirm  the  disastrous  policy  of 
deflation  to  which  ^-our  attention  has  been  called,  and  these  records 
I  will  present  further  on  in  my  statement  as  a  specific  part  of  these 
dilations. 

Whether  Congress  intended  or  not,  the  fact  is  now  established 
that  the  absolute  control  of  the  Federal  reserve  banking  system  and 
through  that  system  the  whole  financial  machinery  oi  the  Govern- 
ment and  the  Nation  is  vested  in  the  authority  of  the  Federal  Reserve 
Board. 

The  12  regional  reserve  banks  established  in  various  sections  of 
the  Nation  are  merely  so  many  branch  banks  directed  and  con- 
trolled by  centralized  authority  vested  in  the  Federal  Reserve  Board 
it  Washington.  This  board  has  the  selection  and  appointment  of 
three  of  the  highest  officials  in  each  regional  reserve  bank  who  act 
IS  Class  **C"  airectors  in  the  directorship  of  each  regional  reserve 
t)ank.  One  of  these  Class  '*C"  directors  is  chairman  of  the  board 
ind  Federal  reserve  agent,  while  another  is  vice  chairman  and  first 
issistant  Federal  reserve  agent.  With  seven  members  constituting 
ie  Federal  Reserve  Board  at  Washington,  and  with  three  of  the 
)rincipal  officers  in  each  regional  reserve  bank  as  the  appointees  of 
the  Federal  Reserve  Board,  the  preponderance  of  control,  as  to  the 
urts  and  doings  of  each  regional  reserve  bank,  lies  in  the  hands  of 
:he  Federal  Reserve  Board. 

Unless  thft  central  reserve  board  at  Washington  is  composed  of 
nen  who  have  a  broad  and  comprehensive  knowledge  of  the  agri- 
mltural  and  commercial  needs  of  the  Nation,  rather  than  the  more 
estricted  and  usually  cold-blooded  business  of  finance,  the  financial 
nachinery  of  the  system  will  never  be  able  to  function  at  all  times 
md  under  all  circumstances  for  the  best  interest  of  the  Nation's 
ndustries.  At  the  present  time  and  during  the  past  12  months  the 
)rosperity  and  progress  of  the  business  of  the  people  have  been 
completely  ignored,  and  their  fortunes  have  been  subsidized  in  a 
iangerous  way  to  the  crusaders  of  a  most  vicious  and  ruinous  system 
)f  finance,  better  likened  to  the  dark  ages  than  to  this  day  of  en- 
ightened  civilization. 

I  would  urge  the  careful  investigation  of  your  committee  into 
this  matter  for  such  legislative  changes  as  may  be  necessary. 

The  American  Cotton  Association  convention  was  held  in  Mont- 
gomery, Ala.,  April  13-16,  1920,  this  convention  being  attended  by 
several  thousand  farmers,  merchants,  bankers,  business  and  pro- 
fessional men  from  every  section  of  the  14  cotton-growing  States, 
it  this  convention  the  following  address  was  delivered  by  me : 

Address  of  J.  S.  Wannamaker,  Esq.,  President  op  the  American  Cotton  Asso- 
ciation AT  THE  First  Annual  Convention  of  the  American  Cotton  Associa- 
tion, Montgomery,  Ala.,  April  13  to  16,  1920. 

Had  it  not  been  for  the  int reduction  of  cotton  into  America  the  South  would  liave 
been  the  richest  section  of  the  world;  it  would  have  been  a  great  manufacturing  center, 
the  granary  and  stock  raising  section  of  America;  it  would  have  been  thickly  settled 
^th  the  best  blood  of  the  Anglo-Saxon  race.  It  would  ngt  have  had  slavery,  it 
would  not  have  had  the  war  between  the  States,  we  would  not  have  been  cursed  with 
the  fearful  reconstruction  period. 

In  about  1828,  just  a  few  years  before  the  controversv'  over  nullification,  on  account 
of  the  assessment  of  duties  on  imported  cotton  goods,  John  C.  Calhoun,  the  great 
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southern  leader  and  Vice  President  at  the  time,  bitterly  opposed  this  unjust ifitble 
taxation  and  South  Carolina  threatened  war  and  to  secede  and  it  was  only  through 
the  intervention  of  Henry  Clay,  who  acted  as  mediator  and  secured  a  marked  reduction 
of  these  import  duties  that  a  compromise  was  effected;  had  this  compromise  been 
refused,  in  all  probability  no  tariff  would  have  been  imposed  and  the  results  wouW 
have  been  far-reaching.  The  market  for  cotton  would  have  been  broadened,  American 
commerce  would  have  been  based  upon  reciprocity  and  trade  agreements,  and  the 
results  upon  American  commerce  would  have  been  startling.  In  all  probability, 
long  before  tonday,  America  would  have  had  a  great  merchant  marine  for  the  purpoee 
of  carrying  her  goods  to  the  four  corners  of  the  earth.  The  cotton  producers  of  America 
would  have  certainly  secured  at  least  a  portion  of  the  emoluments  justly  due  them 
from  the  production  of  cotton.  The  conditions  in  this  sec^^ion  of  America  from  every 
standpoint  would  have  beeji  far  different  to-day.  It  would  have  been  impoaedble 
for  European  countries  to  have  waged  the  World  War  for  four  long  years  and  to  have 
have  wrought  the  unthinkable  destruction  that  has  resulted  from  this  war.  The 
great  balance  of  trade  to  America,  as  a  result  of  permitting  the  natural  course  of  com- 
merce, imder  free  trade,  would  have  resulted  in  the  manufacturing  of  a  large  portion 
of  the  American  cotton  crop  in  America  and  the  sale  of  the  finished  product  to  the 
European  countries,  thus  instead  of  having  furnished  Europe  with  the  financial 
means  secured  from  our  cotton  and  other  raw  products  for  the  commencing  and  con- 
tinuing of  this  war,  America,  as  the  world's  banker,  would  have  had  absolute  contrc-I 
of  the  financial  fabric  of  the  world. 

We  of  coiuBe  can  not  imdo  the  past;  however,  to-day  we  have  the  opportunity  to 
change  conditions  from  what  they  are  into  what  they  ought  to  be  and  by  cooperation 
and  organization  the  agricultural  interests  of  the  South  can  be  put  upon  a  safe,  sound 
business  basis.  The  organization  of  the  American  Cotton  Association  and  the  puttin^j 
into  effect  its  economic  reforms,  is  the  solution  of  this  vexed  question.  If  we  fail 
the  results  will  prove  disastrous  as  the  mistake  of  1828  and  we  will  return  to  the  com- 
mercial slavery  which  has  existed  since  1866. 

CONDITIONS  PACING  THE  PRODUCER  AND  THE  COTTON  INDUSTRY — ^A  GREAT  IXDUSTBUL 

AREA. 

The  world  is  starting  upon  the  greatest  industrial  era  in  the  history  of  man.  Oppor- 
tunity is  knocking  at  America's  door.  The  nations  in  the  uttermost  parts  of  the  earth 
need  our  productions,  our  home  markets  for  years  have  been  overcrowded ,  we  could 
not  sell  at  home  what  we  have  made  in  the  factories  and  fields. 

PRODUCTION. 

America  produces  more  raw  material  than  any  country  in  the  world:  Ainong  other 
products  producing  with  only  6  per  cent  of  the  world's  population  and  7  per  cent  of  the 
♦  land,  20  per  cent  of  the  world's  gold;  40  per  cent  of  the  world's  iron  and  steel ;  25  po' 
cent  of  the  world's  wheat;  40  per  cent  of  the  world's  lead;  40  per  cent  of  the  world's 
silver;  50  per  cent  of  the  worlds  zinc;  60  per  cent  of  the  world's  oil ;  75  per  cent  of  the 
world's  corn;  85  per  cent  of  the  world's  automobiles;  and  60  per  cent  of  the  worids 
cotton.  Special  attention  should  be  ^ven  to  the  production  of  the  South.  It  cer- 
tainly can  not  be  charged  as  a  slacker  in  the  matter  of  production,  while  it  has  about 
a  third  of  the  population  of  the  country  it  produces  36  per  cent  of  the  entire  com  crop 
of  the  United  States;  99  per  cent  of  its  rice;  99  per  cent  of  its  sweet  potatoes;  30  per 
cent  of  its  apples;  40  per  cent  of  its  peach  crop;  29  per  cent  of  its  milch  cows;  38  percent 
of  the  total  number  of  cattle;  39  per  cent  of  the  total  number  of  swine  of  the  country- 
It  produced  last  year  26  per  cent  of  the  entire  output  of  butter;  45  per  cent  of  the  pro- 
duction of  chickens  and  other  fowls;  and  38  per  cent  of  the  output  of  eggs.  Last  j-ear 
it  produced  the  entire  sugar-cane  crop  of  the  coimtry,  or  625,500,000  pounds  of  cane 
su^r,  which  was  25  per  cent  of  the  total  sugar  produced,  including  beet  sugar,  of  the 
United  States,  to  whicJi  should  be  added  the  entire  molasses  production  of  the  entire 
country.  It  has  a  virtual  monopoly  on  the  output  of  cottonseed  oil,  producing 
about  1,400,000,000  pounds  per  year,  or  almost  as  much  as  the  total  proauction  oi 
butter  on  the  farms  and  in  the  creameries  of  the  whole  country.  The  b^t  authorities 
estimate  that  the  intrinsic  value  of  the  cotton  seed  produced  in  the  South  for  man 
and  beast  averages  $350,000,000  a  year.  The  South  for  the  first  time  in  Ae  last  60 
years  has  the  world's  cotton  trade  under  her  dominion.  It  has  88,000  square  miles 
of  coal  fields,  with  iron  ore  sufficient  to  supply  for  years  the  entire  trade  of  Europe; 
able  to  produce  foodstuffs  for  100,000,000  people,  able  to  do  more  manufacturing  than 
the  whole  country  is  doing  to-day.  The  Soum  is  to-day  awakening  from  its  slumbers. 
With  organization  and  cooperation  the  South  is  facing  a  marvelous  prosperity;  we 
must  organize  and  cooperate.  The  great  fight  for  the  future  wUl  be  trade,  we"  must 
have  foreign  markets  in  order  to  get  a  fair  price  for  our  products  at  home. 
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FOREIGN  MARKETS  AND  AMERICAN  PRODUCTION. 

Just  before  President  McKinley  was  assassinated  he  declared  in  a  public  speech 
that  the  time  had  now  come  when  we  must  trade  with  other  nations  through  agreement 
»nd  that  reciprocity  should  be  our  national  policy.    President  McKinley  had  a  broad 
moQ  of  this  matter,  he  realized  that  high  tariff  was  no  lon^r  the  best  thing  for  the 
country  and  that  a  high  tarilf  country  was  handicapped  in  securing  world  trade 
tad  in  competing  with  other  nations  who  had  adopted  free  trade,    lie  had  a  bill 
introduced  lor  the  appointment  of  a  cotton  commission  of  five  men  to  be  appointed 
by  the  President  to  visit  foreign  countries,  investigate  conditions,  and  to  establish 
liide  relations,  to  the  end  of  establishing  in  all  countries  possible  a  market  for  raw 
material  a^d  for  our  manufactured  goods.    I  urge  in  the  strongest  terms  that  our 
tasociation  use  all  possible  means  to  have  such  a  commission  appN>inted.    This  com- 
mission should  be  appointed  for  a  period  of  five  or  six  years  and  during  that  time  should 
visit  every  country,  establish  trade  relations  with  these  countries  and  a^ee  upon  the 
terms  upon  which  our  raw  cotton,  cotton  goods,  and  other  products  subject  to  export 
diould  be  admitted  into  the  various  ports  of  the  world. 

PERSONNEL  OP  THE  COMMISSION. 

This  commission  should  be  composed  of  two  representatives  for  the  section  of 
Am^ica  producing  wheat  and  com  and  raising  cattle  and  three  representatives  from 
the  section  of  America  producing  cotton.  This  will  result  in  the  forming  of  a  world- 
iride  market  for  cotton  and  other  agricultural  products  and  in  addition  to  this  it  will 
lorce  the  building  of  a  great  merchant  marine  to  carry  our  products  into  all  countries 
fli  the  world  and  we  will  thus  find  that  the  demand  for  all  agricultural  products  will 
%e  enormously  increased  and  that  15,000,000  bales  of  cotton  will  scarcely  supply  one- 
fcalf  of  the  world's  needs. 

[CSEATION   OF  A  BOARD  OF  AWARDS  AND  THE  ESTABLISHMENT  OF  A  HALL  OF  SERVICE 
;     OP  THB  AGRICULTURAL  DEPARTMENT  OP  THE  UNITED    STATES    TO    PERPETUATE  THE 
NAMES    OF  THOSE   RENDERING   SIGNAL   SERVICE  TO  AGRICULTURE. 

I    It  has  been  well  said  that  the  well  being  of  a  people  is  like  a  tree;  agriculture  is  its 

et,  manufacture  and  commerce  are  its  branches  and  its  life;  if  the  root  is  injured  the 
ves  will  fall,  the  limbs  will  break  away  and  the  tree  will  die;  therefore  the  man 
^ho  renders  outstanding  service  in  impro^ing  agriculture  is  a  benefactor  to  mankind 
»nd  his  service  should  be  appreciated  and  commemorated. 

I  For  this  purpose  and  primarilv  for  the  purpose  of  attracting  the  endeavors  of  man  in 
teistin^  and  promoting  scientifically  agriculture,  impro\dng  agricultural  conditions, 
■^phasizing  tne  tremendous  importance  of  agriculture,  I  urge  that  all  necessary  steps 
taken  and  all  possible  efforts  used  to  have  necessary  legislation  passed  by  our 
donal  Government  for  creating  a  board  of  awards,  to  be  composed  of  the  Secretary 
Agriculture,  the  chairman  of  the  Committee  on  Agriculture  of  the  Senate,  the  Com- 
't&e  on  Agriculture  of  the  House  of  Representatives,  and  two  members  at  large  to 
appointed  by  the  President,  it  being  the  duty  of  this  board  to  recommend  for  the 
>oee  of  receiving  the  title  of  **  Patrons  of  agriculture,"  men  who  either  by  financial 
ributions,  either  to  the  National  Agricultural  Department  or  any  State  agricultural 
.  utment  or  existing  agricultral  college  or  for  the  purpose  of  establishing  additional 
^cultural  or  horticultural  colleges,  or  to  the  agricultural  associations  or  societies. 
fie  financial  contributions  to  be  used  for  the  purpose  of  education  and  the  develop- 
■lent  and  j)romotion  of  agriculture  in  all  of  its  branches-  also  those  who  have  rendered 
pignal  service  by  the  development  of  means  and  methods  of  increasing  production; 
loo  to  men  who  by  the  discovery  of  scientific  methods  have  effected  great  benefits  in 
!iie  ]m>niotion  of  agricidture,  including  the  eradication  of  insect  damage;  also  for  men 
*ho  have  discovered  and  perfected  patents,  inventions,  processes  and  improvements 
ittt  will  contribute  to  the  betterment  and  enlargement  of  agriculture.  The  men  so 
•elected  must  be  selected  because  their  accomplishments  are  not  only  worthy  of  the 
J^esent  but  because  they  are  permanent. 

THE  NEED  OP  THE  WORLD  FOR  AMERICAN  COTTON  AND  COTTON  GOODS. 

America  has  alwa3r8  suffered  on  account  of  the  lack  of  foreign  markets,  and  she  now 
«« the  opportunity  to  secure  markets  as  broad  as  the  world.  The  crying  need  of  the 
rorld  for  production  has  never  been  supplied;  even  during  the  period  when  we  have 
ffoduced  the  largest  crops  and  carried  the  largest  siuplus  there  would  have  been  far 
aore  than  sufficient  demand  at  profitable  prices  for  cotton  goods  to  consume  every 
KHind  of  cotton  had  it  not  been  for  restraints  and  restrictions  on  trade.  Even  to-day 
be  beet  statistfciane  show  that  while  nine-tenths  of  the  clothing  worn  by  the  world  is 
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made  of  cotton,  with  1,800.000,000  people  in  the  world,  only  500,000,000  are  com- 
pletely clothed,  750,000,000  partially  clothed,  and  550,000,000  without  any  clothing 
of  any  description.  To  provide  clothing  for  the  world  it  is  calculated  that  55,000,000 
bales  of  cotton,  or  ISJ  pounds  of  cotton  for  every  human  being,  would  be  required  each 
year.  The  world's  consumption  of  cotton  under  conditions  which  have  been  existine 
has  been  approximately  23,000,000  bales  annually,  and  of  this  amount  during  the  last 
decade  the  American  cotton  crop  has  averaged  13,000,000  bales.  There  will  be  an 
enormously  increased  demand  for  cotton  as  a  result  of  changed  conditions  Rowing  out 
of  the  World  War;  the  people  of  the  world  will  require,  according  to  statistics  of  the 
best  experts,  an  annual  consumption  of  around  35,000,000  bales  of  cotton. 

It  is  the  consensus  of  opinion  among  leading  experts  that  it  will  take  at  least  15,000,- 
000  bales  from  the  American  cotton  crop  for  the  coming  year  to  satisfy  the  pressing 
needs  of  the  world.  On  a  basis  of  155  pounds  yield  per  acre,  which  is  the  approximate 
yield  per  acre  for  the  last  five  years,  it  will  take  48,387,096  acres  to  make  this  crop  of 
15,000,000  bales.  There  is  not  sufficient  labor  in  the  South  to  culti\^te  this  p^eat 
acreage  in  cotton  and  keep  up  the  current  volume  of  food  production,  whose  mainte- 
nance at  the  established  level  just  as  vitally  concerns  the  balance  of  the  world  as  it 
does  the  South .  Had  the  cotton  producer  received  a  profitable  price  for  hie  cotton  thii 
condition  would  never  have  arisen.  It  is  now  absolutely  nece^ary  for  him  to  receive 
a  sufficiently  profitable  price  to  not  only  compete  with  other  lines  of  industry  in  the 
matter  of  securing  his  labor,  but  to  be  able  to  pay  wages  and  offer  inducements  bettei 
than  other  lines  of  industry,  so  as  to  attract  the  necessary  labor  back,  and  protect  and 
rebuild  the  cotton-producing  industry,  so  as  to  saf^fusuxl  the  pressing  needs  of  the 
world. 

LABOR   AND   THE   COST   OP  PRODUCTION. 

The  producer  is  facing  the  necessity  of  a  marked  increase  in  the  cost  of  production 
of  cotton — labor,  fertilizer,  seed,  mules,  and  all  agricultural  implements  are  doubled 
and  tripled  the  prewar  prioee — in  fact  it  is  no  exaggeration  to  say  that  the  co3t  of  pro- 
duction is  higher  than  ever  before.  The  change  m  labor  conditions  especially  wil! 
be  almost  as  complete  and  revolutionary  as  they  were  in  the  period  following  the 
War  between  the  States.  The  Negro  soldier,  returning  home,  nas  sown  disconten* 
throughout  the  length  and  breadth  of  the  belt.  The  Negro  is  no  longer  contented  with 
uncomfortable  surrounding?',  he  demands  better  houses,  better  living  condition?, 
vastly  increased  wages,  and  he  is  readily  granted  these  requests  by  other  industrie?; 
the  producer  L*'  unable  to  compete,  hence  hie  labor  is  leaving  the  farms  for  other  lin*^ 
of  employment.  Under  these  conditions  the  farmer  is  forced  to  plant  crops  than  can 
be  caltivated  and  harvested  by  machinery  and  it  will  be  absolutely  impossible  to 
cultivate  and  harvest  a  crop  of  cotton  as  large  as  last  season,  and  no  possibility  of  in- 
creasing the  cotton  production  of  the  South  to  meet  the  pressing  increasing  demands, 
until  a  sufficiently  proiitable  price  is  paid  for  cx)tton  so  as  to  enable  the  producer  to 
successfully  compete  with  other  lines  of  industry.  Unless  the  producer  ip  promptly 
placed  in  position  to  meet  this  changed  labor  condition,  it  means  a  permanent  decrease 
m  cotton  production,  as  his  labor,  once  attracted  to  other  fields,  will  not  return.  The 
fact  that  the  South  produces  something  more  than  one-third  of  the  food  supply  of  the 
Nation,  all  the  cotton  and  a  greater  part  of  the  wool,  gives  the  farm  laborer  in  the 
South  a  place  of  first  importance  at  all  times,  and  a^^pecially  so,  in  a  crisis  like  thi|t 
through  which  the  world  haa  past^ed  and  is  now  passing.  Hence,  his  attitude  and  hl> 
activities  become  a  matter  of  great  public  concern  at  this  particular  time,  as  the  South 
is  just  beginning  to  make  preparation  for  the  crops  of  the  coming  year  and  on  the  eve 
of  a  world  need  of  an  Enormous  increase  in  cotton  production  and  the  tremendous 
increased  cost  in  all  commitments  entering  into  the  production  of  cotton. 

THE   SOLUTION. 

The  only  solution  that  is  tupported  by  the  records  of  the  past  is  to  reduce  the  acreage 
and  bend  ever\'  energy  to  increase  the  output  peT  acre.  In  other  words,  it  is  only 
through  intensive  cultivation  that  the  South  can  nope  to  secure  an  increase  in  quantity 
production  with  the  labor  that  is  available.  The  truth  is,  regardless  of  the  labor 
suppH%  intensive  farming  is  the  only  way  production  can  be  brouj^ht  up  to  where 
it  adds  anything  like  real  i)erformance  to  the  wealth  and  economic  power  of  the 
country. 

NECESSITY   OF   SAFE,    SOUND  FARMING    METHODS. 

The  producer  realizes  the  nece^ssity  of  safe,  sane  bu*<ine38  methods  in  farming  and 
that  the  hazard  of  production  on  account  of  the  great  shortage  of  labor  and  on  account 
of  the  increasing  inroads  of  the  boll  weevil  and  other  insect  damage  has  enormously 
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ncreased.  Under  these  conditions  the  enormous  increase  in  the  production  of  other 
3t>pg,  as  shown  by  the  records  of  the  United  States  Department  of  Agriculture  for  the 
Icmih  are  permanent. 

BENEFITS  TO  HAVE  BEEN   DERIVED  PROM   A  PAIR  PRICE. 

Had  the  producer  received  anything  like  a  fair  price  for  his  cotton  during  the  last 
10  years  it  would  have  brought  an  enormous  enrichment  to  every  section  of  the  cotton 
>rodudng  region.  The  cotton  producing  section  of  America  would  have  been  the 
realthiest  of  the  Nation.  It  would  have  meant  rural  conditions  second  to  none  on 
he  globe;  it  would  have  meant  better  roads,  and  better  farming  conditions;  it  would 
lave  meant  a  broader  development  of  rural  education  and  the  educational  system  of 
he  South.  The  deplorable  illiteracy  which  exists  in  many  sections  of  the  South 
0-day  would  have  been  unknown.  Had  the  producer  received  a  fair  price  for  bis 
»tton  the  South  to-day  would  have  been  humming  with  machinery  and  Uie  bulk 
►f  the  American  cotton  crop,  instead  of  being  shipp^  largely  in  its  raw  form,  would 
^  to  the  markets  of  the  world  as  a  manufactured  product^  brin^  to  the  South  and 
X)  America  an  enormous  increase  in  wealth,  not  only  maintaining  for  the  Nation, 
\a  at  present,  the  balance  of  trade  and  her  ^Id  reserve,  but  so  enormously  increasing 
he  same  that  it  would  result  in  making  this  Nation  the  world's  banker. 

VALUE  OP  THE  WORLD's  COTTON  CROP. 

In  its  raw  form,  including  the  seed,  the  world's  cotton  crop)  is  now  worth  at  least 
t200  ner  bale,  or  about  three  and  a  half  billion  dollars.  In  its  manufactured  form 
ts  value  is  about  tripled  and  would  approximate  111,000,000,000.  The  total  capital 
invested  in  the  production  and  manufacture  of  cotton  and  the  cottonseed  industry  has 
been  recently  estimated  at  approximately  130,000,000,000. 

?ALUB  OP  THE  AMERICAN  COTTON  CROP,  AMOUNT  CONSUMED  AT  HOME,  AND  THE  AMOUNT 

EXPORTED. 

About  60  to  70  per  cent  of  the  world's  cotton  production  is  grown  in  America,  and 
tnis  year's  crop  of  about  11.000,000  bales  will  be  worth  about  12,200,000^000.  Of  this 
11,000,000  about  3,500,000  Dales,  or  30  per  cent,  will  be  consumed  by  mills  located  in 
the  Southern  States,  chiefly  in  the  Carolinas  and  Georgia,  and  the  remainder  of  the 
7,500,000  bales  will  be  shipped  to  the  New  England  mills  or  exported. 

THE   GOLDEN   ERA  POR  THE  MANUFACTURERS. 

The  numufacturers  have  been  reaping  golden  harvests.  Based  upon  every  known 
economic  law  which  should  enter  into  the  question,  raw  cotton  has  not  sold  within  the 
last  year  within  100  per  cent  of  a  fair  price.  The  shelves  of  the  world  are  empty  of 
dry  goods;  every  market  is  clamoring  for  cotton  goods.  Manufacturers  are  booked 
up  many  months  ahead  and  are  frequently  comi)elled  to  turn  business  away 
r^rdless  of  price.  The  sun  of  prosperity  is  shining  with  all  of  his  resplend- 
ent mys  upon  every  manufacturing  establishment  using  cotton  goods.  The  boom 
in  cotton  mill  stocks  is  suflBcient  evidence  of  the  state  of  unprecedented  prosperity 
pre>'ailing  in  the  cotton  manufacturing  industry,  world-wide.  There  is  every  indi- 
cation that  the  cotton  trade  will  continue  its  prosperity  for  vears  to  come.  That 
enormous  profits  are  being  earned  is  common  knowledge;  baserf  upon  supply  and  de- 
niand  and  the  price  of  the  manufactured  product  the  producer  should  have  received 
^  higher  prices  than  the  highest  price  paid  for  raw  cotton. 

I  wish  to  quote  you  the  following  figures  as  "an  indication  of  what  could  have  been 
paid  for  the  raw  product.    The  range  of  prices  on  three  sizes  of  combed  yams  are: 
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1915 

1916 

1917 

1918 

1919 

June. 

De- 
cem- 
ber, 

June. 

De- 
cem- 
ber. 

June. 

De- 
cem- 
ber. 

June. 

De- 
cem- 
ber. 

June. 

De- 
cem- 
ber. 

June. 

De- 
cem- 
ber. 

2-408 

10.43 
.65 

.75 

$0.38 
.50 
.70 

$0.40 
.52 

.72 

$0.50 
.65 
.85 

$0.58 
.5,5 
1.00 

$a85 

1.05 
1.25 

$0.85 
1.10 
1.40 

$0.90 
1.15 
1.45 

$1.00 
1.25 
1.55 

$0.95 
1.20 
1.50 

$1.20 
1.55 
2.00 

$2.50 
3  50 
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I  also  wish  to  quote  you  an  exhibit  which  was  introduced  before  the  Senate  Investi- 
gating Committee  on  the  High  Cost  of  Living: 


1  pieco  of  ginj 
1  piece  of  voL_ 

1  handkerchief. 

2  pair  socks 


Cost  of 
cotton. 


Sa25 

ioi 


Cost  of 

utide. 


X4S 

.25 


It  goes  without  saying  that  as  the  manufacturer  and  spinner  are  now  under  contract 
for  the  sale  of  cotton  goods,  many  for  six  months  to  a  year  ahead  and  in  some  casee 
even  to  the  spring  of  1921,  and  as  the  speculators  and  manipulators  have  made  enor- 
mous sales  of  spot  cotton,  that,  therefore,  all  of  these  commitments  must  be  covered. 
This  will  force  active  competition,  release  the  combine  which  has  been  preventing 
the  operation  of  the  law  of  supply  and  demand,  and  will  result  for  once  in  the  produce 
receiving  a  fair  price  for  cotton. 

WHAT  THE  COMPARATIVE  PRICE  FOR  COTTON  SHOULD  BE  AND  THE   EFFECT  OF  A  PAIl 
PRICE  ON  RURAL  CONDmONS  IN  THE  SOUTH. 

The  American  Cotton  Association  has  an  opportunity  to  render  a  wonderful  service 
and  to  secure  tremendous  economic  reforms  to  the  commercial  life  of  the  South.  The 
movement  from  the  rural  sections  to  the  towns  and  cities  can  never  be  stopped,  regard- 
lees  of  the  crying  need  of  production,  until  rural  conditions  are  so  improved  s 
bettered  that  they  will  offer  the  comforts  and  necessities  of  life,  including^  good  roads, 
educational  facihties,  sanitation,  and  home  comforts.  It  will  be  imposaib^  to  secum 
these  without  a  profitable  price  for  cotton,  and  they  can  be  secured  elsewhere.  A 
profitable  price  for  cotton  must  be  based  upon  the  cost  of  production,  based  upcm 
supply  and  demand,  based  upon  the  price  of  the  manufactured  product.  It  miiet  be 
a  price  that  will  enable  the  produciBr  to  compete  with  other  lines  of  industiy.  It 
must  be  based  upon  the  fact  that  cotton  is  the  finest  and  most  useful  fabric  in  tbe 
world.  Nothing  else  compares  with  it.  Wherever  it  has  had  a  fair  chance  it  has  com- 
peted successfiuly  with  wool,  flax,  and  silk.  Fleece  lined  it  is  warmer  and  more 
sanitary  than  wool;  it  is  stronger  and  more  durable  than  linen,  and  in  its  mercenzed 
form  it  is  as  beautiful  as  silk.  The  only  limit  to  the  price  of  cotton,  based  upon  the 
above  conditions  should  be  the  price  at  which  wool,  hnen,  and  silk  are  sold. 

SAFE,  SOUND  FARMING  THE   SURE   WAY  TO   IMPROVE  CONDITIONS. 

In  order  that  best  conditions  may  obtain  and  the  producer  ^t  prOT)er  results  from 
his  efforts,  I  lu^  that  he  stick  to  safe,  sound  farming,  planting  sufficient  food  and 
feed  crops  to  m^e  the  farm  self-sustaininp:,  planting  of  crops  that  can  be  cultivated 
and  harvested  imder  present  adverse  conditions  with  machinery,  planting  his  surploa 
lands  in  cotton.  I  urge  further  that  thev  secure  and  use  every  effort  to  stabilize  seed, 
using  onlv  such  seed  as  will  produce  tne  best  cotton  in  their  special  sections.  We 
must  produce  based  upon  the  consumption  and  not  the  demands  of  the  world;  to 
disregard  this  law  simpl}^  means  commercial  suicide,  and  that  the  surplus  wiU  be 
used  to  beat  down  the  price  on  the  heads  of  the  producer. 

THE  AMERICAN  COTTON  ASSOCIATION  AND  THE  NECESSITY  FOR  ORGANIZING  THE  SAME. 

There  was  probably  never  a  greater  necessity  for  the  oiganization  of  any  asBocift^ 
tion  in  America  than  for  the  organization  of  the  American  Cotton  As8ociati(»i,  with 
its  economical  reforms,  its  aims,  objects,  and  purposes. 

FARMING  CONDITIONS  AS   NOW   EXISTING. 

The  United  States  Census  Bureau  shows  that  there  are  2,000,000  families  in  the 
•South  enfi:aged'in  cotton  production  and  the  average  is  a  fraction  over  five  to  tiie 
family.  Last  year,  with  a  crop  of  lees  than  12,000,000  bales,  would  make  an  aven^ 
of  6  bales  to  the  family,  in  the  matter  of  production.  Sixty-two  per  cent  of  the  cotton 
farmers  of  America  are  tenant  farmers,  and  when  you  get  close  to  the  cotton  producer 
you  will  find  tnat  the  larger  per  cent  of  them,  instead  of  being  planters,  are  simply 
farmers,  and  their  families  live  on  com  bread  and  hominy.    It  will  be  found  that  the 
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entire  familv,  father,  mother,  and  children,  get  up  at  sunrise  and  labor  in  the  fields 
gfi  long  as  tney  can  see.  For  the  last  60  years,  with  a  large  per  cent  of  the  cotton 
f»n&«B,  it  iias  laigelv  been  a  question  of  existing  from  one  year  to  the  next.  The 
cotton  fanner  has  uttle  more  to  do  with  cotton  thaii  to  produce  it.  Cotton  has  failed 
to  bring  a  profitable  price  to  the  South  in  the  last  60  years.  The  price  for  which  it 
hag  sold  was  based  on  slave  labor  and  the  cotton  producer  of  the  South  has  little  to 
do  with  the  marketing  end  of  the  proposition.  He  pays  an  enormous  penalty  and 
premium  in  the  antiquated,  wasteful,  and  uneconomic  manner  in  which  his  product 
n handled;  he  pays  an  enormous  assessment  to  middleman  after  middleman,  still  he 
is  forced  to  compete  on  unequal  terms  with  the  half -starved,  half-naked  coolie  laborer 
i  India  and  Egypt,  whose  cost  of  production  is  far  lower  and  cost  of  marketing,  on 
account  of  economic  conditions  ana  reforms,  far  less  than  in  America. 

COTTON  PRICE  CONTROLLED  BT   EUROPE. 

The  price  of  cotton  has  been  practically  controlled  by  Europe  for  the  last  60  years; 
It  has  brought  wealth  untold  to  every  country  where  it  is  used  commercially.  It  has 
eimched  the  coffers  of  the  gambler  and  manipulator  and  has  only  brought  poverty, 
flliteracy ,  and  misery  to  the  producer  of  the  South.  The  cotton  producer  in  the  market 
place  offers  an  opportunity  for  a  painter  to  draw  the  picture  of  a  man  fighting  life's 
nttles  at  great  cnlds,  shackled  with  a  millstone,  standing  on  unequal  terms  with  the 
^KLjeTj  having  no  voice  in  the  grading  or  stapling  of  his  product,  the  bale  of  cotton 
being  an  emblematic  package  of  antiquated,  crude,  and  wasteful  methods  of  the  past, 
lecepting  as  a  just  settlement  for  his  cotton  the  price  set  by  Liverpool,  from  which 
he  been  deducted  heavy  penalties  in  the  way  of  assessed  charges.  When  this  cotton 
taachee  the  shores  of  Europe  after  having  passed  through  the  channels  of  trade,  payine 
pibute  after  tribute,  it  is  the  most  disgraceful  package  in  the  world  to-day.  It  should 
taC  be  forgotten  that  between  the  producer  and  the  market  place  and  the  consumer 
If  cotton  goods,  the  line  is  biured  with  toll  gates,  requiring  the  payment  of  an  unjust 
pod  outrai^eous  tribute,  all  of  which  is  assessed  against  the  producer  and  is  an  out< 
^geous  injustice  to  both  producer  and  consumer. 

ffilGIN  OF  THE  AMERICAN  COTTON  ASSOCIATION — ORGANIZED  TO  PROMOTE  ECONOMIC 
REFORMS  AND  THUS  BETTER  CONDmONS  OP  THE  PRODUCER  AND  BRING  LASTING 
BEKBFTT8  TO  THE  SOUTH  AND  NATION. 

To  meet  existing  conditions  the  farmers,  merchants,  bankers,  business  and  pro- 
Mmonal  tnen  of  the  cotton-growing  States  met.  with  a  determination  to  cooperate  and 
Sganize  the  American  Cotton  Association.  On  the  19th  day  of  May,  1919,  the  asso- 
sadon  was  organized  for  the  purpose  of  protecting  the  interests  of  the  cotton  producer 
iid  improving  his  conditions;  to  promote  the  economic  regulation  of  cotton  produc- 
Ion  to  the  end  that  the  supply  would  be  so  adjusted  to  demand  that  the  producer 
Adl  at  no  time  be  forced  to  sell  his  product  at  less  than  a  fair  and  reasonable  profit;  to 
Bnnote  the  intelligent  diversification  of  crops  and  develop  markets  for  such  products 
ifeer  than  cotton  which  may  be  profitably  raised;  to  improve  and  enlarge  present 
mehoose  facilities  and  to  secure  additional  facilities  to  the  end  that  the  producer 
WKJ  carry  his  cotton  crop  at  a  minimum  of  expense  and  phyedcal  damage  ana  a  maxi- 
■nm  of  security  and  financiability,  or  that  the  sale  of  the  said  crop  wiu  be  stretched 
tvo'  a  period  of  12  months  and  be  only  sold  when  the  manufacturer  will  pay  a  profitable 
frice  for  the  same,  instead  of  70  per  cent  of  the  crop  being  sold  in  the  snort  harvesting 
|mod  of  three  months  under  the  head  of  distress  or  misery  cotton  as  heretofore, 
tins  necessitates  the  formation  of  corporations  for  the  erection  of  sufficient  warehouses. 
Mkere  warehouses  do  not  now  exist,  in  each  and  every  cotton  producing  county  ana 
Ittish  in  the  cotton  belt,  owned  and  controlled  by  the  producer  and  fnendl}^  aUied 
Mtneas  interests,  operated  under  State  or  Federal  warehouse  acts,  sufficient  to 
fSttehonBe  the  cotton  produced  in  said  county  or  parish,  in  time  for  the  1920  crop, 
ilft)  for  the  purpose  of  broadening  the  markets; -for  enlarging  and  increasing  the  uses 
a  cotton  ana  cotton  eoods;  to  improve  and  increase  transportation  and  distribution 
bdlhies;  to  collect  information  both  as  to  domestic  and  foreign  consumption  of  cotton, 
Bie  state  of  trade,  the  extent  of  acreage,  the  price  and  condition  of  the  crop,  and  all 
other  information  of  practical  interest  to  the  cotton  industry,  and  to  disseminate  the 
result  to  every  membier  in  every  community^,  touching  on  the  course  to  be  pursued  to 
ncore  the  best  results  in  view  of  the  facts  disclosed;  the  removal  of  antiquated,  waste- 
ful, and  uneconomic  methods  in  the  handling  of  the  cotton  crop  so  as  to  place  the  same 
and  the  marketing  tha'eof  upon  a  strictly  business  basiB  in  justice  both  to  the  pro- 
ducer and  consumer  of  cotton  goods;  to  promote  the  direct  selling  of  cotton,  both  at 
bome  and  abroad;  remove  the  unnecessary  middleman,  as  a  matter  of  simple  justice 
both  to  the  producer  and  consumer;  for  the  purpose  of  promoting  economic  reforms  in 
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the  baling  of  cotton;  to  enact  constructive  legislation,  both  State  and  National,  th&t 
will  result  in  assisting  to  place  in  the  hands  of  tne  producer  and  allied  friendly  busing 
interests  the  machinery  of  ginning,  warehousing,  grading,  transportation^  and  market- 
ing of  the  American  cotton  crop;  the  efficient  organizing  and  capitalizing  of  county 
cooperative  marketing  societies  and  State  cooperative  marketing  societies,  so  that 
the  grower  will  own  and  control  the  agencies  to  market  his  products  direct  to  the 
consumer,  both  in  this  country  and  in  Europe. 

EXTENT    OP    THE    ORGANIZATION     OF    THE    AMERICAN    COTTON    ASSOCIATION    AND   ITS 

METHOD  OF  OPERATION. 

The  American  Cotton  Association  in  its  organization  extends  into  the  smallest 
division  of  the  county  and  on  up  with  its  machinery  into  the  county,  State,  and  National 
organizations,  its  membership  electing  officers  to  represent  each  subdivision  from 
the  smallest  on  up  through  the  county,  State  and  National  organization,  so  that  it  ia 
democratic  in  form  and  every  member  has  a  full  voice  in  the  organization. 

HAS  REMOVED  PRBJITDICE   AND  BROUGHT  CLEARER  UNDERSTANDING. 

The  organization  of  the  American  Cotton  Association  has  not  only  brought  a  clearer 
understanding  of  the  cotton  situation  and  the  various  other  rural  and  commefdil 
conditions  of  the  South  to  its  members  and  friends,  but  it  has  resulted  in  remoyin; 
much  sectional  prejudice  which  ha^  heretofore  existed  on  account  of  misunderstanding. 

NBCESSriY  FOR  SUBDIVIDING  THE   WORK  OF  THE  ASSOCIATION. 

The  American  Cotton  Association  has  grown  so  enormously  that  it  is  now  absolutely 
necessary  to  subdivide  the  work  and  systematize  the  same.  I  urge  that  the  directoB 
give  the  most  careful  attention  to  the  dividing  of  the  association  into  different  depart* 
ments  and  to  the  securing  for  the  heads  of  the  different  departments  men  thoroughly 
competent  to  handle  them,  officers  both  sincerely  and  deeply  interested  as  a  mattti 
of  service  in  the  association  and  the  reforms  for  which  it  is  working,  and  that  ihm 
officials  be  furnished  with  the  necessary  assistants. 

WHAT  WB  HAVE  ACCOMPLISHED  TO  DATE — OPERATION  OF  NATIONAL  HEADQUARTERS. 

For  the  purpose  of  giving  my  entire  time  to  the  organization  of  the  associaticai  1 
enlarged  my  office  at  St.  ftQitthews,  from  which  I  had  been  conducting  a  ctunpai|l 
on  publicity  and  economic  reform  in  the  cotton  industry,  for  a  long  time  at  my  owl 
personal  expense.  The  American  Cotton  Association  was  created  in  May,  1919,  and 
in  less  than  12  months  thereafter  it  has  covered  the  entire  cotton-produciiig  sectioi 
of  America.  It  has  put  into  force  and  effect  economic  reforms  that  will  briiig  tre- 
mendous benefits  to  every  legitimate  line  of  the  cotton  industry,  even  including  thi 
consumer  of  cotton  goods.  It  is  conceded  to-day  that  this  great  organization  wil 
bring  almost  unthinkable  benefits  to  the  entire  commercial  life  of  the  South;  in  fstitt 
that  as  a  result  of  the  organization  of  the  American  Cotton  Association  a  new  Sootk 
will  come  into  existence,  a  greater  South,  and  that  following  this  the  South  will  play 
an  important  part  in  the  building  of  a  greater  nation. 

TREMENDOUS  INFLUENCE  OP  THE  AMERICAN  COTTON  ASSOCIATION  RECOONIZBD 
THROUGHOUT  THE   WORLD. 

The  American  Cotton  Association  is  recognized  to-dav,  not  only  throughout  Americt, 
but  in  every  section  of  the  world  where  cotton  is  used  commercially.  It  is  recd^in^ 
the  cooperation  and  support  of  business  and  professional  men,  as  well  as  the  produce, 
not  only  in  every  cotton-producing  countv  and  parish  in  America,  but  in  many  other 
sections  of  the  Nation.  The  press,  not  only  throughout  the  South  but  throughout  the 
Nation  and  abroad,  are  to-day  supporting  the  association  and  the  economic  refboni 
for  which  we  have  been  and  are  now  working.  This  great  association  will  not  only 
bring  tremendous  benefits  to  the  cotton  producer,  but  to  the  entire  agricultural  ana 
business  interests  of  the  South  and  to  the  varied  allied  business  interests  that  handle 
the  production  from  these  States.  It  is  the  first  time  in  the  history  of  the  cotton  in- 
dustry that  control  of  the  market  has  been  wrenched  from  the  hands  of  the  bear 
gambler  and  manipulator,  and  they  have  been  prevented  from  crashing  the  mark«< 
at  their  own  sweet  will.  They  have  made  a  most  desperate  effort  during  the  pist 
year  to  break  the  market,  and  have  been  prevented  from  doing  so  by  the  oramization 
of  the  American  Cotton  Association,  and  as  a  result  of  the  efforts  put  forth  by  tbia 
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asBodation  in  the  holding  of  cotton  and  the  exposure  of  their  methods;  and  it  is  the 
consensus  of  opinions  that  millions  of  dollars  have  been  saved  to  the  producer  as  a 
result  of  the  work  of  the  association.  The  American  Cotton  Association  has  kept  a 
close  check  on  all  statistics;  have  issued  reports  at  reguktf  intervals  covering  all 
phases  of  the  cotton  industry  that  bear  on  price  or  production,  from  the  growing  crop 
on  up  through  supply  and  demand  and  the  price  for  which  the  manufactured  product 
is  bemg  sold,  cond\icting  its  investigations  both  in  the  domestic  and  foreign  markets. 
Its  reports  to-day  carry  marked  influence  in  the  cotton  industry,  and  are  nandled  by 
the  press  both  at  home  and  abroad,  including  the  statistical  journals,  exchanges,  and 
manufacturing  periodicals. 

ADDmONAL  HBAI>QUARTERS  NECESSARY  TO  ACCOMMODATE  THE  VOLUME  OF  BUSINESS. 

Immediately  following  the  organization  of  the  association  in  May,  1919,  we  opened 
up  headquarters  in  Atlanta,  Ga.,  and  both  offices  since  that  date  have  been  handling 
a  tremendous  volume  of  duties.  The  success  in  handling  the  tremendous  volume  of 
work  at  St.  Matthews  has  been  largely  due  to  the  untiring,  unselfish,  and  devoted 
services  of  Mr.  J.  M.  McCabe,  my  private  secretary. 

FINANCES  AND  THE   NATIONAL  ASSOCIATION. 

The  matter  of  finances  for  the  national  association  was  an  extremely  serious  one,  no 
finances  being  available  until  after  the  permanent  organization  of  the  national  asso- 
ciation in  each  State  and  the  States  necessarily  requiring  all  finances  they  could  raise 
for  State  organization  without  helping  the  national  organization  until  they  were 
sufficiently  organized  in  each  State.  I  was  determined  to  assume  all  financial  risk 
and  responsibility  and  make  no  request  of  the  board  for  arranging  finances  unless  our 
plans  were  completely  successful;  I  have  therefore  paid  personally  a  large  amount 
of  the  expenses  of  the  national  association,  with  the  exception  of  a  small  amount  col- 
lected from  charter  memberships  and  otherwise.  The  financial  assistance  rendered 
by  South  Carolina,  Georgia,  North  Carolina,  and  Texas  for  national  headq^uarters  was 
8oon  exhausted,  these  being  the  only  States  assisting  in  financing  national  head- 
quarters, and  I  have  therefore  personally  paid  all  expenses  of  national  headquarters 
since  that  time.  On  account  of  the  tremendous  volume  of  work,  regardless  of  the  fact 
that  we  have  economized  in  every  way  possible  and  have  had  tne  assistance  and 
cooperation  of  a  number  of  the  leaders,  who  have  worked  at  tremendous  sacrifice 
purely  as  a  matter  of  service,  still  the  absolutely  necessary  expenses  which  I  have  been 
forced  to  pay  have  amounted  to  quite  a  large  sum.  As  the  experimental  stage  has 
now  been  passed,  the  first  duty  of  the  board  of  directors  will  be  the  arranging  for  the 
necesBary  finances  for  the  national  association.  The  matter  of  dues  and  the  division 
of  the  same  between  the  county.  State,  and  national  associations  has  received  a  great 
deal  of  attention  from  the  membership  of  the  entire  association.  The  association 
has  not  only  membership  but  regular  machinery  and  officers  from  the  school  districts 
lip  through  the  county  and  State  associations,  requiring  finances  for  operating  the 
county  and  parish  branches,  the  State  and  the  national  organizations. 

HEADQUARTERS  IN    EACH   ORGANIZED   STATE. 

In  the  State  thoroughly  organized  regular  State  headquarters  are  kept  in  permanent 
operation  with  their  necessary  forces,  many  of  the  counties  in  these  States  have  head- 
quarters with  necessary  forces,  combining  for  the  purpose  of  carrying  into  effect  and 
force  the  aims,  objects,  and  purposes  of  the  association,  pushing  its  reforms,  all  of 
which  requires  financial  assistance,  regardle^  of  the  fact  that  the  membership  largely 
performs  their  duties  as  a  matter  of  service.  Many  of  the  counties  claim  that  the  divi- 
sion allowed  for  the  operation  of  the  county  associations  is  insufficient.  The  amount 
proposed  for  national  neadquarters  under  the  present  arrangement  will  prove  entirely 
inadequate.  The  amount  paid  in  in  dues  will  bring  tremendous  returns,  the  most 
serious  consideration  being  the  collection  of  sufficient  sums  and  the  proper  appor- 
ti(Hiinent  of  the  same  to  enable  the  financing  of  the  county,  State,  and  national  asso- 
ciations, thus  permitting  them  to  properly  function  and  secure  the  economic  reforms 
which  will  being  such  tremendous  benefits  to  the  cotton  industry  and  the  entire 
commercial  life  of  the  South.  Under  no  conditions  do  I  wish  the  board  to  make  any 
wrangements  to  reimburse  me  for  finances  spent  unless  they  are  thoroughly  satisfiea 
that  these  expenditures  have  been  entirely  justified  and  that  the  benefits  accruing 
from  the  same  have  been  many  times  in  excess  of  the  amount  spent. 


Digiti 


ized  by  Google 


582  AGRICULTUBAIi  IKQUmY. 

VOLUNTARY  SERVICES   AKD  SACRIFICES  BY  MEMBERS. 

Men  have  served  in  both  offices  untiringly,  unselfishly,  and  devotedly,  at  greit 
sacrifice  purely  as  a  matter  of  service  in  the  interest  of  this  great  organization.  It 
has,  of  course,  been  necessary  in  the  carrying  on  of  this  tremendous  volume  of  duties 
to  employ  stenographers  and  assistants;  however,  without  exception  the  entire  force 
now  assisting  us  has  been  deeply  interested  in  the  success  of  the  association,  they  have 
cheerfully  contributed  extra  hours  and  efforts  without  stint  for  the  purpose  of  aasiet- 
ing  in  the  great  work. 

It  would  be  impossible  to  mention  individually  all  the  men  who  have  rendered 
unselfish  and  devoted  service  at  great  sacrifice  and  without  reward  in  this  work, 
however,  I  feel  that  it  would  be  unjust  to  myself  and  to  the  association  if  I  failed  to 
mention  Col.  Thomas  J.  Shackelford,  who  laid  aside  his  large  law  practice  and  othei 
important  business  a^irs  and  at  a  great  personal  sacrifice  ksts  rendered  services  thai 
can  not  be  measured  in  words  or  money.  Col.  Shackelford  came  to  our  aasistanw 
soon  after  setting  up  the  machinery  in  Atlanta,  and  has  stuck  with  us  through  thicl 
and  thin.  With  his  talents  and  ability  and  his  unselfish  devotion  he  has  rendered  i 
service  of  immeasurable  benefit,  not  only  to  the  American  Cotton  Association,  but  K 
the  entire  South.  The  association  should  use  every  effort  to  arrange  to  maintain  bin 
in  some  high  official  capacity. 

Following  the  severence  of  our  connection  with  Messrs.  Hill  <fe  Ward,  Col.  Harvi 
Jordan,  a  veteran  in  the  battle  for  the  commercial  freedom  of  the  cotton  industry  m 
a  man  eminently  qualified  both  from  a  standpoint  of  ability  and  training  for  thi 
position,  and  a  man  with  an  international  reputation  as  an  expert  in  the  cotton  in 
dustry,  as  a  matter  of  service  took  charge  as  national  campaign  manager  of  the  Atlaoi 
office.  With  the  assistance  of  these  men  and  many  others,  at  national  headquartei 
and  with  the  assistance  and  cooperation  of  leaders  in  the  various  States  ana  Stat 
organizations,  limiting  our  efforts  only  to  our  ability  to  finance  the  work,  we  hiv 
pushed  the  association,  its  organization,  its  economic  reforms,  and  its  aims,  object! 
and  purposes,  throughout  the  length  and  breadth  of  the  cotton  belt,  and  in  evef 
section  of  America  wnere  cotton  is  produced.  We  have  used  our  every  effort  to  pn 
tect  the  interests  of  the  cotton  producer  and  to  improve  his  conditions.  As  chairnu 
of  the  finance,  organization,  and  membership  committee,  Col.  Shackleford  will  rend* 
a  detailed  report;  as  national  campaign  director.  Col.  Harvie  Jordan  will  render  k 
report. 

Mr.  L.  S.  Tomlinson,  president  of  the  North  Carolina  Association  and  a  members 
the  national  board  of  directors,  a  man  who  has  rendered  wonderful  service,  and  wli 
is  chairman  of  the  auditing  committee,  will  render  a  report  in  detail  concerning  tl 
finances  of  the  association. 

ORGANIZATION   AND   ECONOMIC   REFORMS. 

A  campaign  of  organization  has  been  pushed  into  every  cotton-producing  count 
and  parish  in  the  cotton  belt  for  the  purpose  of  gi\dng  a  clear  understanding  to  « 
aims,  objects,  and  purposes,  and  to  secure  memberships,  this  campaign  ha\'inc  as  r 
objective  1,000,000  members,  composed  of  producers,  business  and  professional  mei 

PUSHING    ECONOMIC    REFORMS   TO   ELIMINATE   THE  TREMENDOUS   UNECONOMIC   WA8T 
IN  THE  COTTON   INDUSTRY. 

At  the  same  time  we  have  been  pushing  in  every  way  possible  the  economic  reforni 
absolutely  necessary  to  the  cotton  industry,  realizing  that  it  would  be  impossible  t 
succeed  without  removing  the  antiquated,  wasteful,  and  uneconomic  methods  an 
conditions  in  the  handling  of  cotton  which  are  throttling  the  cotton  industry',  an 
that  in  justice  to  the  producer,  as  well  as  the  consumer  of  cotton  goods,  uneconomi 

waste,  amounting  to  around  as  follows $179, 000,  OC 

Country  damage 75, 000,  M 

Sampling  and  repacks  from  waste 22, 500,  OC 

Excessive  freight,  land  and  water 15, 000. 00 

Recompression 19, 000, 00 

Excessive  storage  and  insurance  charges 15, 000, 00 

Undergrading 25.000.00 

Excessive  tare  must  be  removed;  that  it  is  a  sinful  waste  and  a  menace  to  our  agrj 
cultural  interests  to  throw  away  by  waste  the  value  of  one  year's  crop  out  of  every  teri 
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THE  AMERICAN  COTTON  ASSOCIATION   RECEIVES  COOPERATION. 

In  our  campaign  we  have  met  with  the  full  cooperation  of  the  great  United  States 
Department  of  Agriculture  with  its  21,000  oflScers  and  employees,  4,000  in  Washing- 
ton and  17,000  in  the  field.  They  have  a  number  of  men  working  as  a  matter  of  service 
on  accoimt  of  their  great  interest  in  a^cultural  conditions.  This  association  has 
received  wonderful  cooperation  and  assistance  from  this  department  and  I  urge  in 
evenr  State  that  we  taKe  advantage  of  this  wonderful  opportunity,  and  that  the 
producer  cooperate  with  this  department  in  everv  way  possible.  The  extension 
force  of  the  United  States  Government,  the  various  divisions  of  the  warehouse  depart- 
ment, the  Bureau  of  Crop  Estimates,  the  Census  Department,  and  various  other 
governmental  departments  have  all  rendered  us  valuable  assistance,  service,  and 
cooperation.  We  have  also  met  with  the  full  cooperation  and  assistance  of  the  State 
agncultural  department,  through  the  commissioners  of  agriculture;  the  State  Bankers' 
Association,  through  their  officials;  the  farmers*  unions,  and,  in  fact,  all  organiza- 
tions interested  in  the  upbuilding  of  the  South  and  greater  economic  reforms. 

WAREHOUSES. 

In  addition  to  having  a  representative  membershii)  in  every  cotton-producing 
State  in  America  and  having  permanent  organizations  in  many  States  in  operation, 
we  have  succeeded  in  having  more  warehouses  erected  than  in  any  period  since  the 
War  between  the  States,  ana  are  usine  strenuous  efforts  to  put  into  effect  and  force 
the  necessary  plans  that  will  assure  the  erection  of  warehouses  in  every  cotton-pro- 
dudng  county  and  parish  in  the  belt,  locally  owned  and  controlled  by  the  proouc- 
ers  and  friendly  allied  business  interests,  sufficient  to  hold  the  entire  production  of 
cotton  in  these  several  counties  in  time  for  the  1920  crop,  so  that  the  sale  of  cotton 
cm  be  stretched  over  a  period  of  12  months  instead  of  70  per  cent  being  sold  largely 
into  the  hands  of  the  ^mbler  and  manipulator  at  sacrifice  prices,  this  resulting  in 
fumidiing  the  ^mbler  and  manipulator  with  the  opportunity  to  reap  tremendous 
profits  and  hea^y  penalizing  the  legitimate  consumer  of  cotton  goods,  as  heretofore 
m  the  three  ^ort  harvesting  montM.  This  assures  the  reduction  of  an  enormous 
waste,  as  shown  by  the  United  States  Census  Department  and  the  Department  of 
Agriculture,  amounting  to  around  $75,000,000  annually,  and  in  addition  to  this  will 
bnng  tremendous  additional  benefits  to  the  producer  and  consiuner  of  cotton  goods. 

PUBLICITY. 

We  have  conducted  a  world-wide  campaign  on  publicity,  both  at  home  and  abroad. 
Appreciation  for  the  wonderful  services  and  support  given  us  by  the  press  in  the  South 
can  not  be  measured  in  words.  For  the  purpose  of  having  a  clearer  understanding 
we  have  written  personal  letters  to  every  Senator  and  Conffressman  and  every  governor 
in  America;  every  collie  president  and  every  bank  president  in  America  and  to  every 
nianufacturer,  not  only  in  America,  but  throughout  Europe.  The  result  of  this  cam- 
paign has  proved  wonderfully  beneficial,  not  only  to  the  producer  but  to  the  entire 
pouth.  It  has  removed  prejudice  and  enlisted  active  cooperation  and  has  resulted 
in  clearly  pointinc^  out  tne  necessity  of  economic  reforms;  the  necessity  of  cotton 
bringing  a  profitable  price  to  the  producer  so  as  to  enable  him  to  improve  rural  condi- 
tions and  compete  with  other  lines  of  industry  and  brin^  the  population  back  to  the 
rural  sections  nrom  the  towns  and  cities.  For  the  first  time  in  60  years  as  a  result  of 
Ilia  publicity  the  producer's  side  of  the  question  has  been  presented  to  the  world 
and  he  has  received  a  verdict  in  his  favor.  The  wonderful  support  given  the  asso- 
ciation throughout  the  Nation  and  abroad  clearly  demonstrates  the  tremendous  bene- 
fits to  be  secured  in  this  way.  A  number  of  the  States  are  issuing  State  publications. 
The  matter  of  a  great  national  publication  has  been  receiving  marked  attention  from 
the  membership  of  the  association.  The  by-laws  stipulate  that  such  a  publication 
is  to  be  furnished  to  the  members.  This  matter  is  of  outstanding  importance  and 
merits  the  closest  attention  of  the  board  of  directors  and  membership,  and  should  be 
definitely  acted  upon  at  this  convention. 

LEGISLATION. 

We  have  succeeded  in  having  put  on  the  statute  books,  both  State  and  National, 
c<«wtructive  legislation  that  will  prove  of  tremendous  benefit  to  the  cotton  producer 
*nd  friendly  allied  business  interests,  and  we  have  also  pending  national  le^slation 
?{ great  economic  importance.  Among  the  pieces  of  constructive  legislation  paseed 
m  South  Carolina  is  the  South  Carolina  warehouse  act,  creating  a  board  of  10  members 
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appointed  by  the  governor  upon  the  recommendation  of  the  American  Cotton  Asbo- 
ciation.  This  act  places  the  economic  reforms  for  which  the  association  is  workiiig 
in  the  hands  of  this  board,  including  the  handling  of  cotton  through  its  various  stages 
from  the  time  it  reaches  the  gin  until  the  time  it  reaches  the  manufacturer. 

COMMERCIAL  COURSES   IN   COLLEGES   AND   UNIVBRSmES. 

We  have  induced  a  number  of  the  leading  colleges  in  the  South  to  put  on  full  com- 
mercial courses,  especially  including  the  business  side  of  production,  including  the 
marketing  of  farm  products,  especially  the  marketing,  stapling,  and  fibering  of  cotton 
and  the  economic  reforms  on  the  production  side  of  cotton,  so  that  the  same  will  be 
put  on  a  safe,  sound  business  basis.  Recognizing  the  wonderful  benefits  to  be  secuied 
oy  a  proper  system  of  warehousing  and  cooperative  marketing  of  cotton  and  other 
farm  crops  and  a  licensed  grader  for  cotton,  they  have  joined  us  in  a  number  of  States. 
The  result  of  this  cooperation  has  proved  tremendouslv  beneficial  and  is  bound  to 
become  uniform  throughout  the  length  and  breadth  of  the  entire  cotton  belt. 


OTHER   REFORMS. 

In  addition  to  accomplishing  those  above  and  many  other  needed  refroms,  we  haw 
brought  clearly  before  the  pnxiucere  and  other  allied  business  interests  of  the  South 
the  vital  need  of  cooperation  and  the  absolute  necessity  of  the  organization  of  the 
association,  so  that  to-day  they  are  determined  to  complete  the  organization  of  the 
agsooiation  and  through  cooperation  put  into  force  and  effect  the  necessary  constructive 
legislation  that  will  enable  the  producer  as  a  result  of  this  united  cooperation  to  put 
the  cotton-producing  industry  of  the  South  upon  a  safe,  sound  basis  and  place  in  the 
hands  of  the  producer  and  allied  business  interests  the  machinery  of  warehouaug, 
grading,  marketing,  and  other  necessary  reforms,  which  will  result  in  enormoBS 
benefits  to  the  producer  and  every  legitimate  line  of  the  cotton  industry,  including 
the  consumer,  and  bring  direct,  incalculable  benefits  to  the  commercial  life  of  the 
South  and  indirect  benefits  to  the  entire  Nation. 

WHAT  WE  CAN  ACCOMPLISH  AND  HOW — A   BROAD   AND  LIBERAL  POLICY. 

The  first  step  necessary  to  the  accomplishment  of  our  task  is  to  base  it  absolutely  co 
the  solid  ground  of  justice  and  fairness;  our  policy  is  broad  and  liberal,  based  upon 
the  truth. 

EXPERIMENTAL  PERIOD   PASSED. 

We  have  long  passed  the  milepost  marking  the  experimental  stage;  as  a  result  of  the 
tremendous  benefits  our  organization  has  already  secured  it  is  clearly  demonstrated 
that  the  permanent  organization  of  the  association  and  its  reforms  are  necessary  to  the 
full  development  of  the  commercial  life  of  the  South. 

CONVENTION  TO   ACCOMPLISH  CONCRETE   RESULTS. 

This  convention  has  been  called  for  a  definite  purpose,  for  concrete  definite  resulti 
and  benefits.  We  have  prepared  a  program  whicn  places  in  the  hands  of  special  ccan* 
mittees,  representing  the  various  business  interests  of  the  various  sections  oi  the  South, 
the  problems  necessary  to  be  solved,  so  as  to  put  into  force  and  effect  the  reform  for 
which  we  are  working,  thus  bringing  to  the  South  the  tremendous  permanent  benefits 
which  are  justly  hers. 

CONSTITUTION   AND   BY-LAWS   AND   CHARTER. 

The  growth  of  the  association  necessitated  the  securing  of  a  regular  charter;  after 
consulting  with  the  various  members  and  upon  the  advice  of  the  very  best  legal  counsel 
we  secured  a  charter  in  Delaware,  it  being  conceded  that  this  was  the  most  ad\'ant»- 
geous  charter  that  we  could  secure  in  America,  and  our  counsel  being  very  positive 
that  it  was  necessary  to  secure  such  a  charter. 

Mr.  B.  F.  Mcleod,  a  member  of  the  national  board  of  directors,  together  with  mygeB 
and  others,  has  given  a  great  deal  of  time  and  study  to  the  constitution  and  by-laws, 
it  being  necessary  to  make  many  important  changes  in  some,  on  account  of  the  growth 
of  the  associatidn.  Mr.  McLeod  as  a  result  of  lon|:  and  painstaking  w:ork  has  prepued 
a  very  complete  set  of  by-laws  and  constitution  so  as  to  meet  all  the  requirements  d 
the  association.  Ho  will  present  this  to  the  board  of  directors,  and  I  urge  that  the 
board  take  the  necessary  action  to  ratify  this  constitution  and  by-laws  and  put  the 
same  in  legal  shape  for  our  full  protection. 
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PLANS  FOR  FUTURE   OPERATIONS. 

We  deem  it  absolutely  necessary  to  continue  the  organization  of  the  association 
under  the  plans  we  now  have  in  operation  until  our  membership  reaches  the  goal  of 
1,000,000  members  and  until  we  are  represented  by  officers  in  every  school  district 
in  the  cotton-producing  section  of  America,  membership  being  the  first  matter  of 
importance. 

WAREHOUSES  THE  FOUNDATION  STONE  OP  SUCCESS. 

We  consider  warehouses  the  mudsills  and  foundation  stones  necessary  to  our  success 
and  I  uii^  that  plans  be  arranged  at  this  convention  to  absolutely  assure  the  certainty 
of  canymg  the  drive  for  warehouses  into  every  county  and  parish  of  the  cotton- 
producmg  section  of  America,  so  that  we  will  have  sufficient  warehouses  to  care  for 
the  1920  crop.  It  is  imperative  that  we  stretch  the  sale  of  our  cotton  over  a  period 
of  12  months,  as  has  been  heretofore  stated,  selling  only  when  the  manufacturer  will 
pay  a  profitable  price,  instead  of  selling  70  per  cent  of  our  crop  in  the  three  short  har- 
vesting months  into  the  hands  of  the  manipulator  and  gambler.  These  warehouses 
should  by  aU  means  be  locally  owned  and  controlled,  and  operated  by  Government- 
licensed  graders.  The  buyer  has  no  more  right  to  grade  cotton  than  the  seller  and 
actual  statistics  issued  by  the  Department  of  Agriculture  show  the  enormous  loss  to 
ihe  cotton  producer  as  a  result  of  country  damage  and  undergrading,  and  sets  out 
clearly  the  necessity  for  a  change. 

ASSASSINATION   OF  THE   AMERICAN   BALE   OP  COTTON. 

In  connection  with  these  warehouses  should  be  constructed  ample  room  with  proper 
lights  for  the  use  of  the  grader  and  for  the  storage  of  samples,  the  grade  of  cotton  should 
be  stenciled  on  the  bale,  and  the  sample  marked  for  identification  and  stored  in  the 
sample  room.  We  are  absolutely  opposed  to  the  assassination  of  the  bale  of  cotton, 
the  sampling,  resampling,  and  reconditioning,  amounting  to  around  150,000  bales  per 
annum,  which  loss  falls  largely  on  the  producer.  It  is  urged  that  the  custom  followed 
in  other  countries  and  now  being  urged  by  the  American  Cotton  Association  of  drawing 
samples  at  the  gin  be  strictly  enforced  and  that  the  cutting  and  recutting  and  drawing 
of  samples  from  the  American  cotton  bale,  which  results  in  such  enormous  loss,  be 
strictly  prohibited. 

EXPORT  CORPORATIONS  TO   BE   ESTABLISHED. 

It  is  of  vital  importance  not  only  to  the  producer  and  for  his  protection  and  to  furnish 
him  with  a  means  of  reaching  the  markets  of  the  world  and  securing  a  profit  for  his 
products  which  is  justly  his,  but  also  of  vital  iinportance  to  the  entire  commercial  life 
of  the  South,  that  an  export  corporation  with  sufficient  capital  be  organized  for  the  pur- 
pose of  putting  him  in  direct  touch  with  the  foreign  markets.  Money  invested  in  such 
a  corporation  would  certainly  bring  handsome  returns  and  is  absolutely  impossible  to 
receive  the  necessarj^  protection  as  long  as  the  machinery  of  marketing  is  entirely  in 
the  hands  of  adverse  business  interests.  An  export  corporation  being  almost  similar 
to  a  bank  and  really  a  financial  corporation  that  would  prove  of  tremendous  financial 
benefit  to  the  entire  South,  the  bankers  should  take  the  lead  in  the  formation  of  this 
corporation. 

NECESSITY  OF  ECONOMIC   BALING   OF  JHE  COTTON   CROP. 

The  American  bale  of  cotton  is  the  most  disgraceful  package  that  appears  in  the 
naarkets  of  the  world.  Ihere  has  been  no  improvement  in  the  system  of  baling  for 
the  last  60  years.  In  its  present  form  the  American  bale  carries  an  enormous  penalty 
^hich  the  producer  is  forced  to  shoulder.  In  addition  to  this  imfair  and  outrageous 
aasesament  cotton  carries  a  freight  rate  from  three  to  four  hundred  per  cent  higher  than 
any  Imown  commodity.  A  bill  is  now  pending  in  the  United  States  Senate,  which 
^as  introduced  by  United  States  Senator  Ransdell,  at  the  recjuest  of  the  American 
<'otton  Association,  which,  when  enacted  into  law,  will  result  in  a  proper  and  decent 
baling  of  cotton  and  will  save  much  to  the  producer  and  the  consumer.  This  bill 
Bhould  meet  the  support  not  only  of  the  producer  and  consumer,  but  in  addition  should 
meet  the  support  of  every  man  interested  in  economic  reforms. 

LADIES   AUXILIARIES. 

We  ur^  that  steps  be  taken  for  the  enrollment  of  ladies  in  the  association,  either  as 
an  auxihary  association  or  as  direct  members.  In  many  sections  the  ladies  are  ren- 
dering valuable  service  and  are  intensely  interested  in  the  formation  of  the  association. 
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THE   COLORED  FARMER. 

The  matter  of  the  handling  of  the  Negro  fanner  has  been  brought  to  my  attentbn 
from  practically  every  section,  it  being  pointed  out  that  tiie  Negro  farmer  will  receive 
his  full  share  of  the  benefits  and  advantages  secured  and  that  they  should  certunty 
contribute  toward  the  financing  of  the  association.  In  addition  to  this  I  have  leceiveQ 
many  reauests  from  colored  farmers  urging  that  we  permit  them  to  form  N^io  aunli- 
aries.  This  question  should  certainly  receive  the  careful  consideration  of  the  oflBdab 
of  the  association. 

THE   QINNER  URGED  TO   ERECT  WAREHOUSES. 

The  fact  that  the  interests  of  the  ginner  and  the  producer  are  so  closely  interwoven 
would  point  clearly  to  the  mutual  advantage  of  botn  for  the  ginners  to  join  the  aasod- 
ation,  either  as  an  auxiliary  or  direct,  and  I  urge  in  the  strongest  terms  that  the  ^• 
ners  be  requested  to  erect  warehouses  to  be  used  in  connection  with  their  einnenes, 
which  will  bring  them  a  source  of  revenue  and  also  prevent  the  enormous  damage  to 
cotton  lying  on  the  ground  at  the  gins.  In  addition  to  this  I  have  received  many 
urgent  requests  that  the  matter  of  the  ginner  collecting  10  cents  per  bale  of  cotton  at 
the  gin  be  given  the  careful  consideration  of  the  association,  it  being  pointed  out  that 
this  will  assist  materially  in  financing  the  association  and  would  prove  a  wonderfoi 
paying  investment  for  the  producer. 

SPINNERS  CONFERENCE. 

It  is  claimed  that  the  producer  and  the  manu&cturer  are  each  one  half  of  an  indus- 
trial whole,  it  would  certainly  appear  that  the  manufacturer  as  well  as  the  producer 
should  be  mutually  interested  in  the  economic  reforms  what  would  result  in  removing- 
the  antiquated,  wasteful,  and  uneconomic  methods  in  the  handling  of  the  American 
cotton  crop.  It  would  also  appear  that  not  only  the  producer  but  the  noanufacturer 
of  cotton  goods,  in  justice  to  the  consumer,  should  cooperate  for  the  purpose  of  pro- 
moting direct  dealing  and  removing  the  imnecessary  middlemen.  Considerable  cor- 
respondence has  been  passed  between  the  manufacturers,  both  domestic  and  foreign, 
ana  the  association  along  this  line.  I  feel  convinced  thdt  a  conference  between 
representatives  ot  the  manufacturers,  both  domestic  and  foreign,  and  the  membera 
of  the  association,  is  of  vital  importance  for  the  above-named  purpose  and  that  such 
a  conference  will  bring  tremendous  benefits  to  every  legitimate  line  of  the  cotton 
industry. 

STATISTICS. 

The  matter  of  collectinjp  statistics  is  of  tremendous  importance  to  the  producer. 
He  should  be  correctly  intormed,  not  only  as  to  the  growing  crop  and  price,  but  also 
as  to  the  demand  and  the  price  for  which  the  ntamufactured  product  is  selling.  FndeJ 
the  present  machinery  for  securing  this  information  the  association  needs  very  much 
the  services  of  an  expert  statistician,  with  necessary  assistants;  noney  spent  for  theee 
services  would  bring  many  times  its  returns  in  money  saved .  While  statistics  gathered 
by  the  Department  of  Agriculture  we  feel  sure  are  eminently  fair,  and  their  coopera- 
tion with  us  has  been  of  a  most  friendly  nature  still  on  account  of  the  limitation  of 
their  appropriation  it  is  impossible  to  furnish  at  frequent  intervals  and  in  full,  detailed 
statistics  that  should  be  placed  in  the  hands  of  the  producer,  of  the  various  statittiral 
reports  issued  on  growing  crops;  in  fact,  every  statistical  report,  with  the  exception 
of  the  reports  issued  by  the  Government  and  by  the  association  is  issued  by  people 
interested  in  the  buying  end  of  cotton  and  it  is  perfectly  natural  that  they  should 
gather  statistics  of  interest  to  that  side  of  the  cotton  industry,  so  as  it  now  is  the  inter- 
ests of  the  producer  suffer  fearfully  on  accoimt  of  the  lack  of  correct  statistics  that  would 
frequently  have  marked  bearing  upon  bringing  higher  prices  for  cotton. 

CONSTRUCTIVE  LEGISLATION. 

I  have  appointed  a  special  committee  on  constructive  legislation.  In  addition  to 
the  constructive  legislation  which  we  have  already  had  enacted,  it  ia  of  termendous 
importance  that  we  secure  uniform  constructive  legislation  in  each  of  the  cotton 
growing  States,  covering  a  number  of  matters  of  tremendous  importance  to  the  eco- 
nomic reforms  in  the  cotton  industry.  In  addition  to  this,  national  constructive 
legi  lation  of  outstanding  importance  should  receive  special  attention.  For  the  pur- 
pose of  securing  these  benefits,  the  committee  on  legislation  should  name  a  standing 
committee  from  their  number  and  should  make  a  careful  study  covering  this  question 
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and  should  appoint  a  special  subcommittee  to  appear  before  the  various  legislative 
bodies  both  State  and  national. 

Col.  W.  G.  Turner,  of  Memphis,  Tenn.,  has  rendered  such  outstanding  service  to 
the  association  that  I  feel  that  1  would  be  recreant  to  my  duty  should  I  fail  to  mention 
this.  Col.  Turner  is  intensely  interested  and  has  given  years  of  work  and  study  to 
economic  reforms.  He  is  the  chairman  of  the  committee  on  patents,  inventions, 
improvements,  and  processes,  and  I  urge  that  the  representatives  from  the  different 
States  consult  with  Col.Turner  and  his  committee  concerning  these  matters  and  receive 
the  benefit  of  their  research  and  judgment.  Representatives  of  a  number  of  inven- 
tions, patents,  and  processes  are  prepared  to  give  information  concerning  the  same 
and  there  are  several  representatives  of  warehouse  construction  present  prepared  to 
^ve  full  and  detailed  information  concerning  the  furnishing  of  warehouses,  which 
infonnation  should  be  of  great  benefit. 

DEPARTMENT  OP  AGRICULTURE   OF  THE    UNITED   STATES   REPRESENTED. 

Various  departments  of  the  United  States  Department  of  Agriculture  are  repre- 
sented at  the  convention  and  the  members  of  the  association  should  take  advantage 
of  this  opportunity  to  consult  with  them  for  the  purpose  of  securing  full  information 
and  cooperation. 

JUSTICE   SHOULD   MEASURE    DEALINGS   BETWEEN    BUYER  AND   SELLER. 

The  producer  who  sells  cotton  should  be  placed  on  terms  of  equality  in  every 
respect  with  the  buyer  who  purchases  it.  This  includes  more  than  at  first  si^ht 
might  appear.  Among  other  things  the  producer  should  have  equal  information 
wiSi  the  buyer,  the  law  affecting  the  buying  and  selling  of  cotton  should  be  poised 
in  equal  justice  between  the  producer  and  buver.  Commercial  machinery  which 
in  any  way  affects  the  marketing  of  cotton  should  be  so  regulated  as  to  give  the  buyer 
and  seller  an  equal  chance.  The  producer  should  have  the  benefit  of  organization 
to  the  same  extent  as  the  buyer.  Investigation  by  the  Department  of  Agriculture 
in  primarv'  cotton  markets  has  shown  some  very  interesting  results.  Thousands  of 
samples  have  been  classified  and  information  obtained  from  farmers  as  to  the  prices 
which  they  have  received  for  their  cotton.  The  prices  paid  on  the  same  market 
on  the  same  grade  of  cotton  on  the  same  day  varied  from  $2  to  |15  a  bale,  and  cotton 
of  IJ  length  of  staple  has  sold  for  considerable  less  than  cotton  of  three-fourths  inch 
length  of  staple.  This  means  that  the  farmer  has  not  been  getting  the  value  of  his 
cotton.  It  is  clear  that  the  indi\'idual  farmer  can  not  solve  the  trouble  alone;  through 
the  American  Cotton  Association  he  can  form  cooperative  marketing  societies,  employ 
a  high-class  technical  man  or  men  who  can  class  and  staple  his  cotton  and  secure  the 
best  market  for  the  same.  These  organizations  are  being  formed  in  many  sections 
of  the  belt. 

LOSSES   FROM  UNDERGRADINO  SHOWN   BY  THE   DEPARTMENT  OF  AGRICULTURE. 

Losses  from  undergrading  as  shc^n  by  the  United  States  Department  of  Agricultiire 
amount  to  around  $25,000,000  per  annum.  Every  State  in  the  cotton  belt  should 
adopt  the  arrangement  made  m  South  Carolina,  where  cooperative  arrangements 
have  been  made  with  the  United  States  Department  of  Agriculture  for  the  piirpose 
of  securing  the  necessary  licensed  graders.  The  formation  of  corporations  for  building 
warehouses  and  the  operation  of  cooperating  marketing  associations  as  has  been 
heretofore  outlined,  thus  placing  the  machinery  of  marketing  in  the  hands  of  the 
producer  and  allied  business  interests.  This  arrangement  alone  will  save  on  the 
American  cotton  crop  around  $25,000,000  on  undergrading,  and  will  save  an  enormous 
loss  from  country  damage  and  bring  tremendous  benefits  to  the  producer  and  the 
consumer.  It  will  add  materially/-  in  bringing  the  manufacturer  in  direct  touch  with 
the  producer  and  thus  result  in  direct  dealings  and  enormous  direct  reforms. 

ARTIFICL\L   RESTRAINTS   SHOULD   BE   REMOVED. 

The  world  needs  our  cotton  goods  and  our  raw  cotton,  but  we  have  never  made 
any  effort  to  open  up  the  markets  and  get  our  cotton  and  cotton  goods  into  these  mar- 
kets. We  must  produce  the  machinery  for  marketing;  a  people  not  commercially 
free  can  not  enioy  the  fruits  of  freedom.  Artificial  trade  laws  and  restraints  to  trade 
continually  hold  up  to  the  farmer  the  dread  of  overproduction.  We  are  entering 
upon  a  period  of  intensity,  world-wide.  Europe  to-day  is  sending  her  representa- 
tivee  into  not  only  every  port  but  into  the  remotest  comers  of  the  world.    It  may 
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be  that  the  coolie  cotton  producer  of  India  and  Egypt  will  bear  the  yoke  of  the  hewer 
of  wood  and  the  drawer  of  water;  this,  however,  does  not  make  it  just.  The  day  hts 
arrived  ^yhen  nation  should  trade  with  nation  and  the  waters  of  the  world  should  be 
free.  The  Anglo-Saxon  race  of  the  South  has  been  taught  that  no  heroic  sacrifice  is 
ever  lost;  that  the  characters  of  men  are  molded  and  improved  by  what  their  fathers 
have  done;  that  treasured  up  in  American  souls  are  all  the  great  deeds  of  the  Anglo- 
Saxon  race  from  Agincourt  to  Bunker  Hill  and  on  down  to  the  Battle  of  the  Mame  and 
the  crashing  of  the  Hindenburg  line,  their  ancestors  have  felt  the  inspiration  of  battle 
on  every  field  where  civilization  has  fought  for  the  last  thousand  years,  and  one  of 
the  greatest  changes  we  are  facing  to-day  is  that  peace  shall  mean  liberty  and  freedom, 
both  political  and  commercial;  unrestrained  and  unrestricted  commerce,  which 
will  link  all  mankind  in  one  brotherhood  of  mutual  dependence  and  interest. 

RECOMMENDATIONS. 

I  recommend  among  the  propositions  to  be  taken  up  among  the  first  and  meet 
important  the  following: 

In  justice  to  the  producer  and  the  consumer  it  is  absolutely  necessary  to  remo^'e 
uneconomic  and  wasteful  methods  in  the  handli^  of  our  cotton  crop;  the  iinneceflBary 
middleman  must  be  removed ;  economy  and  efficiency  are  absolutely  necessary  to 
the  successful  operation  of  any  business .  This  demonstrates  that  the  cotton-producing 
industry  must  be  placed  upon  a  etrictly  business  basis,  and  to  do  this  it  is  neceaeary 
to  put  into  effect  and  force  without  delay  the  reforms  I  am  recommending. 

The  American  Cotton  Association  has  not  only  brought  tremendous  benefits  to  the 
entire  commercial  life  of  the  South,  but  it  has  also  clearly  brought  to  light  the  absolute 
necessity  of  its  organization  for  putting  the  cotton  industry  upon  a  business  basis  and 
bringing  to  the  cotton-producing  industry  and  the  entire  commercial  life  of  the  South 
the  benefits  that  are  justly  theirs. 

For  the  purpose  of  bringing  the  South  into  its  own,  building  a  greater  South,  and 
through  the  building  of  a  greater  South  to  assist  in  the  building  of  a  greater  Nation, 
I  urge: 

1.  That  all  necessary  steps  be  taken  for  the  permanent  organization  of  the  aeeoci- 
ation,  so  that  it  will  cover  each  and  every  school  district  in  every  county  in  the  cottoa- 
producing  section  of  America. 

2.  I  urge  that  we  take  all  necessary  steps  to  prevent  the  sinful  outrageous  waste 
resulting  from  uneconomic  conditions,  amounting  to  around  1200,000,000  per  annum, 
or  a  total  of  one  entire  cotton  crop  out  of  every  10  years;  (a)  first,  by  arranging  the 
necessary  capital  and  the  erection  of  sufficient  warehouses  and  the  creating  of  coopera- 
tive marketing  associations  owned  and  controlled  by  the  cotton  producers  and  friendly 
allied  business  interests  in  every  cotton-producing  county  and  parish  in  the  cotton 
belt  sufficient  to  hold  the  cotton  produced  therein  and  for  the  purpose  of  promoting 
direct  sales  and  cooi>erative  bu>ing,  so  that  the  sale  of  cotton  can  be  stretched  o^w  a 
period  of  12  months  instead  of  70  per  cent  being  sold  in  the  short  harvesting  period  d 
3  months,  as  heretofore,  sales  being  only  made  when  the  manufacturer  will  pay  a 
profitable  price  to  the  producer.  (6)  In  connection  >^ath  warehouses  I  urge  that  the 
members  and  the  board  of  directors  use  all  efforts  to  secure  the  cooperation  of  tl^ 
ginners  to  the  end  that  they  erect  warehouses  to  be  operated  in  connection  with  their 
ginneries  and  refuse  to  permit  the  placing  of  cotton  on  the  ground  after  ginning. 

3.  I  urge  that  the  Nation  and  State  associations  take  all  necessary  steps  lor  nuikins 
arrangements  with  the  agricultural  department  and  the  extension  forces  for  the  pur- 
pose of  securing  their  assistance  and  cooperation  in  pushing  the  organization  of  the 
association,  the  raising  of  capital  for  the  erection  of  warehouses  and  cooperative 
marketing  associations,  and  for  securing  licensed  graders  who  shall  pass  upon  the  grade 
of  all  cotton  placed  in  warehouses  and  sold.  This  will  result  in  tremendous  benefit 
to  the  cotton-producing  industry.  South  Carolina  has  already  made  such  arrange- 
ments. 

4.  For  the  purpose  of  placing  the  machinery  necessary  for  economic  reform?  and 
the  machinery  of  marketing  in  the  hands  of  the  producer  I  urge  that  similar  legislation 
to  the  legislation  passed  in  South  Carolina  be  passed  in  each  and  every  cotton-pro- 
ducing State  of  the  belt,  creating  a  warehouse  board  and  thus  placing  cotton  on  a 
strictly  business  basis. 

5.  I  further  urge  that  the  members  of  the  association  and  its  officials  use  all  efforts 
possible  to  have  national  legislation  passed  creating  a  commission  for  the  purpose  of 
visiting  the  various  countries  of  the  world  and  enlarging  the  market  for  cotton  and  other 
agricultural  products. 

6.  I  further  urge  that  the  board  of  directors  and  members  of  the  association  use  all 
efforts  necessary  to  have  legislation  enacted  creating  a  board  of  awards  and  the  eetab- 


Digiti 


ized  by  Google 


AGWCTJLT0BAIi  INQriRY. 


589 


lishment  of  a  hall  of  service  for  the  commemoration  of  the  names  of  those  rendering 
fflgnal  service  to  the  various  lines  of  agricultural  development,  and  thus  developing 
a  greater  agriculture. 

7.  The  failure  of  the  railroads  to  erect  sheds  over  cotton  platforms  for  the  protection 
of  cotton  placed  thereon  for  transportation,  and  the  failure  of  the  compress  companies 
in  tl»  \-arious  sections  to  erect  sneds  to  protect  cotton  waiting  for  compression,  re- 
sulting in  enormous  damage  and  loss  to  the  producer  on  account  of  weather  damages; 
I  therefore  urge  that  the  directors.  State  associations,  and  members  use  every  effort 
possible  to  have  sheds  erected  by  the  railroads  and  compress  companies  for  the  pro- 
tection of  this  cotton. 

8.  I  urge  the  State  officials  and  the  members  of  the  association  through  special 
committees  and  as  individuals  use  every  effort  possible  to  induce  the  leading  colleges 
of  agriculture  in  the  cotton-producing  section  to  install  full  commercial  courses, 
especially  including  the  business  side  of  production,  including  the  marketing  of  farm 
products,  especially  the  marketing,  stapling,  and  fibering  of  cotton  and  economic 
reforms  touching  on  production  and  the  producing  side  of  cotton  especially.  Six  of 
the  leading  agricultural  colleges  of  the  South  have  recently  installecl  these  courses  at 
our  re<^ue8t. 

9.  Direct  marketing  is  now  in  effect  and  force  in  various  lines  of  perishable  products 
and  has  proved  higfly  beneficial.  Direct  marketing  of  cotton  ooth  at  home  and 
abroad  means  simple  justice  to  the  producer  and  the  consumer,  I  therefore  urge  that 
all  necessarj'  steps  be  taken  by  the  national  board  of  directors,  the  State  officials,  and 
directors  in  eacn  and  every  cotton-growing  State  for  the  purpose  of  effecting  direct 
sales  both  at  home  and  abroad. 

We  have  demonstrated  that  this  can  be  done  by  actual  sales,  and  for  the  purpose 
of  handling  the  foreign  trade  export  corporations  snould  be  formed. 

The  following  report  on  supply  and  distribution,  production,  consumption,  and 
world  spindles  is  accurate  and  was  prepared  from  all  governmental  sources  and  from 
investigations  and  reports  of  leading  exports: 

Consumption  of  mill  takings  of  American  cotton  (year  ending  July  SI,  except  for  1913-14  y 

which  ended  Aug.  31). 


Country. 

Aue.l, 
191»-Jan. 
31, 1920. 

191^1919 

1917-1918 

1916-1917 

1915-1916 

1914-1915 

1913-1914 

Total 

Balet. 
6,097,000 

Bale*. 
10,234,000 

Bales. 
10,878,000 

BaUi. 
12,746,000 

Bala. 
13,069,000 

BaUs. 
13,243,000 

Bala. 
14,273,000 

United  States.... 
Canada 

3,143,000 

100,000 

1,446,000 

1,042,000 

366,000 

5,590,000 

198,000 

2,044,000 

1,612,000 

790,000 

6,383,000 

250,000 

2,349,000 

1,319,000 

577,000 

6,470,000 

191,000 

2,907,000 

2,724,000 

454,000 

6,088,000 

208,000 

3,219,000 

3,036,000 

521,000 

5,375,000 

185,000 

3,209,000 

3,950,000 

524,000 

5,383,000 
150,000 

\    8,360,000 

380,000 

Great  Britain 

Continent 

Japan  and  Mexico 

Clonings 

10,312,000 

11,906,000 

11,248,000 

11,364,000 

11,068,000 

150,060,000 

13,983,000 

Note.— The  figures  for  the  United  States  and  Canada  represent  the  consumption,  while  those  for  Great 
Britain,  Continent,  Japan,  and  Mexico  represent  mill  takings.  The  figures  ror  the  United  States  were 
coOected  by  the  Bureau  of  the  Census,  those  showrn  for  Canada  were  taken  from  the  Financial  and  Com- 
nureial  Chronicle,  while  those  for  the  other  countries  were  taken  from  the  reports  of  the  Liverpool  Cotton 
Asajdatlon. 

Supply  ar\d  distribution  of  cotton  in  the  United  Stales  for  the  period  from  Aug.  1,  1919^ 

to  Jan.  Sly  1920. 


Item. 


Supply  aggregate 

Stodcs  Aug.  1,  1919,  total 

Gin.  from  crop  of  1919  to  Jan.  16. 

imported  Aug.  1  to  Jan.  31 

Distribution  aggr^;ate 

Exported 

Consumed. 

Stocks  Jan.  31: 

In  mills 

In  public  storage 

Elsewhere  (by  deduction) 


All  kinds 
cotton. 


Bales. 
14,892,443 
4,286,7^5 
10,311,598 
294,060 
14,892,443 
3,780,395 
3,143,201 

1,974,416 
3,760.504 
2,233,927 


American 
cotton. 


Bales. 
14,515,191 

4,203,503 
10,311,598 


14,515,191 
3,775,958 
2,972,851 

1,900,819 
3,713,043 
2, 152, 520 
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Probable  stocks  of  Americqn  cotton  on  July  SI,  1919 ,  and  Jan.  SI,  19iO. 


Location. 


July  31, 
1919. 


Total 

In  American  mills 

In  public  storage  in  America 

In  ports  and  elsewhere  in  America 

In  British  mills 

In  British  ports 

At  sea  in  Britain 

In  continental  mills 

In  continental  ports * , 

At  sea  to  continent 

In  mills  and  elsewhere  in  other  countries 


5,985,000 


11,252,000 

12,180,000 

« 775,000 

» 110.000 

•  503,000 
4  254,000 
» 175,000 

6  292,000 

•  194.000 

7  250,000 


Jan.  31, 
1920. 


10.4U,a05 


M,901.0(» 
13,713,00) 
I2,1S3,01» 
*  74,000 
4  834,000 
4  48&,<»> 
» 907,000 
4  383,000 
« 331,000 


1  Census. 

« Hester's  Annual  Report. 

•  British  mill  and  port  stocks  Julv  31, 1919,  plus  imports  for  six  months  ending  Jan.  31, 1930.  Bridsb 
spinners  takings  and  exports.  British  port  stocks  Jan.  31. 

4  Liverpool  Cotton  Association. 

•  Continental  mill  and  port  stocks  and  afloat  to  continent  July  31, 1919,  plus  1 ,353,000  exported  from  United. 
States  and  49,000  from  United  Kingdom  to  Continent  during  six  months,  1,042.000  takings  by  continentsl 
mill  and  331.000  afloat  to  Continent  and  383,000  at  continental  ports  Jan.  31, 19»). 

«  Cotton  Gazette,  Liverpool. 
'  Estimated. 

Probable  stocks  of  American  cotton  on  July  SI,  1914  to  1919. 

[In  thousands  of  bales.] 


Location. 


1919        1918        1917 


1916 


1915       1914 


Total 

In  American  mills 

In  public  storage  in  America 

In  ports  and  elsewhere  in  United  States 

In  British  mills '. 

In  British  ports ^ 

At  sea  to  United  Kingdom 

In  continental  mills 

In  continental  ports 

At  sea  to  continent 

In  Japanese,  Canadian,  and  in  mills  in  other  countries. 


5,985 


4,147 


3,844 


5,053 


7.258 


4,281 


11,252 
12,180 
«775 
•110 
ft503 
•254 
»175 
»292 
»194 
«250 


U,4Q2 
1 1,680 
«250 
MOO 
»108 
•53 
•150 
•95 
&50 
S250 


1 1.408 
1838 
S330 
»160 
•154 
•97 
•300 
•229 
•103 
•  225 


U,490 
11.037 
•400 
•200 
•564 
•146 
•500 
•324 
•192 
•200 


11,382 

11,749 
^750 
•200 

» 1,196 
•41 

•1,000 
•  605 
•148 
»175 


lot 

(*) 

»61$ 

»35 

•  1,7« 

•1» 


1  Census. 

•  Estimated. 

•  Hester's  annual  report. 


4  Included  "In  ConUnental  Mills." 
&  Cotton  Gazette,  Liverpool. 
•  Liverpool  Cotton  Association. 


In  British  mills,  « 110,  '  100,  ^  160.  •''  200, '  200,  (^). 
In  British  ports.  «  503,  «  108,  «  154,  *  564,  *  1,198,  *  618. 
At  sea  to  United  Kingdom,  •  254,  •  53,  «  97,  «  146,  «  41,  ^  35. 
In  continental  millsT*  175,  »  150,  »  300,  «  500,  »  1,000,  '  1,780. 
In  continental  ports,  «  292,  «  95,  «  229,  «  324,  *  605,  *  575. 
At  sea  to  Continent,  *  194,  *  50,  «  103,  »  192,  «  148,  *  63. 
In  Japanese,  Canadian,  and  in  mills  in  other  countries,  '  250,  ^  250,  ^  225,  '  20O, 
»  175,  *-'  150. 


1  Census. 

<  Estimated. 

»  Hester's  annual  report. 

•  Included  "In  continental  mills." 
•Cotton  Gazette,  Liverpool. 

•  Liverpool  Cotton  Association. 
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World's  probable  carry-over  of  cotton  on  July  $1,  1919. 


691 


Location. 


Quantity. 


All  kinds.    American, 


Total. 


BaUt. 
19,402,000 


BaUs. 
15,985,000 


in  American  mills 

[n  British  milto 

In  continoital  mills 

[n  mills  in  Japan  and  other  countries. 

In  pabUc  storage  in  America 

In  British  ports 

in  continental  ports 

itwftmBritoin 

Uses  to  Continent 

in  ports  and  elsewhere  in  America 

Ebevbere 


303,000 
160,000 
250,000 
500,000 
212,000 
607,000 
324,000 
313,000 
180,000 
775,000 
688,000 


1,252,000. 
110,000 
175,000 
250,000 

2,180,000 
503,000 
292,000 
254,000 
194,000 
775,000 


Ut  is  oar  contention  that  this  surplus,  both  for  the  world  and  for  America,  is  a  surplus  which  has  been 
ioeumalated  firom  the  remnants  of  crops  for  years  and  that  it  contains  a  tremendous  amount  of  unspinn< 
ible  cotton. 

Non.—Later  figures  make  some  changes. 

World's  approximate  production,  consumption  and  stocks  of  all  kindSj  and  American 

cotton,  1914  to  1919. 

[Production  and  consumption  in  bales  of  500  pounds  net  weight,  amounts  in  thousands  of  bales.] 


All  kinds. 


Prodoction 

Tooamiption 

JtocksJolySl 

Unerican— 

Production 

Consumptioa.. 
Stocks  July  31. 


1919 


15,970 
9,402 


9,682 
5,985 


1918 


17,760 
17,701 
7,666 

11,520 
10,510 
4,147 


1917 


17,410 
20,180 

7,8b7 

10,813 
12,165 
3.844 


1916 


1915 


18,095  ^  17,609 
21,011  19,761 
9,780     13,180 


10,956 
12,914 
5,053 


10,700 

12,488 
7,258 


1914 


23,86ft 


9,140 

15,438 
0) 
4,303 


1  We  find  it  impossible  to  secure  consumption  both  for  "All  kinds  **  and  ''American."  However,  tha 
(«cks  shown  are  carried  into  the  balance  which  composes  the  so-called  surplus  and  we  are  unable  ta 
«eoQdle  these  stocks  and  contend  that  there  is  a  large  overestimate  in  same. 

World's  cotton  mill  spindle  comparisons^  1910  to  1919, 
[In  thousands.] 


Countries. 


1919 


1917 


1- 

50,183  I 
9,300  I 
2,382 
8,263 
745 
9,576  I 

«4,941 
1,506 
4,600 
2,750  , 

34,649 
1,368 
907 
1,500 
6,654 
3,117  ' 
2,350  : 


1915 


1910 


J»«t  Britain 

hvm^ 

Jotoi  and  Belgium 

icnnany 

taBMhnavia**!*.!       '.V.V.V,'.'.'.'.'.'.'.'.'.'.'. 
^(indoding  Poland  and  Finland) 

iSSSir^.:-.::;;:::::::::::::::: 
fes^;/;:::::::::::::::::: 

Wda 

j«tad  and  South  America 

adii.'.' 

&::::::::::::::::::::::::::::::::: 

Total 


60,973 

«7,400 

2,382 

s  10, 163 

741 

9,577 

M,941 
1,454 
4,600 
2,678 

33,535 
1,368 
806 
1,520 
6,840 
3,182 
2,060 


50,905 

«7,400 

2,382 

'10,163 

632 

9,225 

14,941 
1,385 
4,600 
2,528 

32,401 
1,406 
880 
1,520 
6,779 
2,657 
1,933 


153,791  I    154,310 


150,737 


57,733; 

6,731 

1,690 

10,163 

614 

9,601 

4,557 

1,501 

4,200 

2,23& 

28,855 

855 

742 

765 

6,196 

1,807 

1,274 


139,608 


1  ^f^f'V  ^^^'^  ^'^^  deducted  from  figures  for  Germany. 


*  Denmark,  Norway,  and  Sweden. 
4  Including  3,500  in  Czechoslovakia. 
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FRANCE. 

According  to  recent  special  Paris  correspondence  of  "The  Journal  of  Commerce 
and  Commercial  Bulletin, •*'  France  used  7J  per  cent  of  the  world's  production  of  raw 
cotton  in  1913,  the  last  normal  year  before  tne  war:  Japan  used  practically  the  same 
amount;  Russia  took  11  per  cent;  Grermany,  13  per  cent;  England.  20  per  cent;  and  the 
United  States  used  up  34  per  cent,  with  the  remaining  7  per  cent  scattered  among 
different  nations  using  raw  cotton  in  less  proportion. 

The  world's  manufacture  of  cotton  textiles,  on  the  other  hand,  was  distributed  as 
follows,  in  the  preceding  normal  year  1912:  Continent  of  Europe,  exclusive  of  France, 
31  per  cent;  United  States,  27  per  cent;  England,  22  per  cent;  British  India,  9  per 
cent;  France,  6  per  cent:  Japan,  2  per  cent;  China  and  others,  3  per  cent.  The  world's 
looms  were  distributed  for  all  this  manufacture  as  follows:  England,  726,000;  United 
States,  536,000;  Germany,  230,000;  France,  140,000,  with  this  peculiarity,  that  France 
used  110,000  machine  looms  and  30,000  hand  looms. 

In  terms  of  import  and  export,  France,  after  reconstruction,  should  ha\'e  9,425.000 
spindles,  166,000  looms,  and  290  machines  for  cotton  prints.  To  keep  these  working, 
she  will  need  each  year  338,000  tons  of  raw  cotton  and  reconstruction  will  be  long,  verv 
long,  over  before  her  colonies  can  supply  any  considerable  portion  of  this  amount. 
She  will  produce  205,000  tons  of  cotton  threads  and  yams,  ot  which  she  will  be  able 
to  spare  16,000  tons  to  sell  abroad,  and  272,600  tons  of  textiles,  of  which  100,000  tons 
will  be  available  for  exportation.    (The  Economic  World.  Jan.  31,  1920.) 

Dry  goods  are  scarce  at  home  and  abroad  with  an  imperative  demand  everywhere. 
Moreover,  they  are  selling  at  prices  so  far  above  the  price  of  the  raw  material  that  the 
profits  of  the  mills  the  world  over,  it  is  generally  agreed,  are  something  extraordinarr. 
Lancashire  is  making  the  biggest  profits,  it  is  said,  in  its  histor^r.  It  has  sold  for  months 
ahead  to  the  Far  East.  In  India,  Japan,  and  in  neutral  countries  the  continent  textile 
industries  are  remarkably  prosperous.  In  other  words,  as  in  so  manv  other  branches 
of  business  consumption  crowds  production  hard  or  over-passes  it.  tven  in  France, 
Belgium,  and  Poland,  it  is  said  that  the  progress  of  restoration  in  the  textUe  districts 
is  so  rapid  that  thev  are  feeling  the  benefits  of  the  world  revival  of  trade.  (The  Chron- 
icle, Jan.  10,  1920.) 

ITALY. 

The  war  has  changed  the  character  of  the  demand  for  cotton  in  Italy.  Inferior 
goods  are  no  longer  in  request.  The  higher  grade  fabrics  are  demanded,  hot  only  hy 
the  export  trade,  but  also  for  domestic  consiunption.  One  consequence  of  this  is  the 
falling  off  of  the  demand  of  the  Italian  spinners  for  the  lower  grade  raw  cotton  pro- 
duced in  India.  Difficulties  are  experinced  in  obtaining  American  raw  cotton  of  a 
high  grade.  It  is  authoritatively  stated  in  local  cotton  circles  that  cotton  goods  from 
Italy  could  undersell  the  domestic  product  to-day  in  the  United  States.  This  is 
largely  because  of  exchange  rates. 

Another  interesting  phenomenon  in  the  cotton  trade  is  the  dispatching  of  American 
raw  cotton  to  Austria  and  Czechoslovakia  by  Italian  spinners  to  be  ramported  into 
Italy  in  the  form  of  yam.  It  is  pointed  out  that,  with  lower  labor  costs  ana  a  fa\-orii^ 
exchange,  raw  cotton  can  be  converted  into  yam  in  Austria  and  Czechoslovakia  at  i 
cost  of  a>»out  1.50  lire  per  kilo,  whereas  the  cost  in  Italy  ranges  from  2.50  to  3  lire. 

Notwithstanding  tlio  present  high  prices  of  cotton,  the  spinning  and  weaNiES 
industries  of  Italy  are  in  a  most  flourishing  condition,  most  of  them  running  at  full 
capacity\     (The  Economic  World,  Feb.  7,  1920.) 

CHINA. 

At  least  800,000  new  spindles  have  been  ordered  from  British  and  American  firm? 
In  this  connection  it  ia  interesting  to  note  the  growth  of  the  American  machinen' 
trade  in  China.  American  firms  now  sell  China  complete  mills,  together  with  Amen- 
can  mechanical  skill  to  erect  them  and  keep  them  going.  In  some  cases  they  refu?e 
orders  unless  given  the  right  to  supervise  important  details  in  installation,  arrangement, 
and  other  engineering  tasks.  These  firms  keep  their  own  staffs  in  China  to  erect  the 
mills  and  keep  them  running  efficiently.  One  mill  so  erected  is  in  the  Sung  Sii^ 
Cotton  Mill  of  Shanghai,  which  is  a  model  in  every  way.  This  new  method  is  a  STe^t 
contrast  to  those  of  a  few  years  ago  whereby  the  ('hinese  frequentiy  bought  different 
parts  of  their  plants  from  different  companies  and  upon  arrival  found  they  could  not 
be  assembled  properly.    (The  Economic  World,  Jan.  10,  1920.) 
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A  number  of  more  important  cotton  mills  in  Lodz,  Poland,  are  reported  to  be  again 
in  operation,  and  six  of  the  leading  cotton  manufacturers  have  formed  a  trust  in  order 
to  derive  the  full  benefit  from  the  sum  allocated  by  the  Government  for  the  reestab- 
liahment  of  Polish  industries.  It  is  reported,  says  the  New  York  Evening  Post,  that 
5,000  tons  of  raw  cotton  have  been  received  by  the  Polish  Government  and  distributed 
to  the  mills  for  manufacture  into  goods,  which  are  then  to  be  sold  to  the  population 
through  the  Government  agencies,  the  manufacturers  being  paid  a  small  profit. 
(Commerce  and  Finance,  Jan.  7,  1920.) 

CZECHOSLOVAKIA. 

Czechoslovakia  has  85  cotton  spinning  mills  with  3,580,000  spindles  and  600  weav- 
ing mills  with  135,000  looms.  About  700,000  bales  of  cotton  would  be  required  annu- 
ally to  maintain  operation  at  full  capacity,  according  to  Pearsall's.  Under  capacity 
production  it  would  be  possible  to  export  three-fourtns  of  the  entire  output.  Under 
present  conditions  about  two- thirds  of  the  output  can  be  exported.  (Commerce  and 
Fmance,  Feb.  11,  1920.) 

The  result  of  this  work  will  prove  an  amazement  to  the  manufacturer.  The  world 
is  facing  a  cotton  famine.  People  can  not  live  in  air  castles,  nor  can  the  manufac- 
turers make  cotton  goods  from  an  imaginary  surplus  nor  from  unspinnable  cotton. 
The  law  of  equal  opportunity  is  knocking  at  the  aoor  of  the  South.  For  60  years  we 
have  trod  the  wine  press.  Under  the  organization  of  the  American  Cotton  Asso- 
ciation the  door  will  be  opened ;  the  Soutn  will  come  into  its  own,  and  as  a  result 
the  South  will  be  the  main  contributing  factor  in  the  upbuilding  of  a  greater  nation. 

At  this  convention  it  was  unanimously  decided  to  try  and  have 
the  War  Finance  Corporation  reinstated,  it  being  realized  that  it  was 
vitally  necessary  to  open  up  markets  for  the  crops  \\'hich  were  planted 
in  1920  imder  tne  assurances  that  the  world  would  need  a  15,000,000- 
bale  crop;  and  it  was  also  decided  to  use  every  effort  possible  to 
induce  a  reversal  of  the  policj^  of  artificial  deflation,  whicn  w^as  then 
rumored  would  be  made  effective. 

I  call  your  attention  to  two  letters,  attached  hereto,  ^vritten  to 
Gov.  Harding,  and  his  reply  thereto,  after  the  conference  in  Sep- 
tember: 

September  22,  1920. 
Gov.  W.  P.  G.  Harding, 

Federal  Resene  Board,  Washington,  D.  C. 

My  Dear  Gov.  Harding:  We  were  very  much  in  hopes  that,  as  a  result  ot  the 
conference  which  we  held  with  the  Federal  Reserve  Board,  there  would  come  a 
clearer  understanding  to  all  lines  of  the  cotton  industry,  including  both  the  cotton 
producer  and  the  manufacturer.  The  manufacturers,  regardless  of  the  fact  that  they 
have  shown  record-breaking  earnings  for  a  long  time  past,  have  practically  been 
entirely  out  oi  the  cotton  market  for  the  last  three  to  four  months. 

Since  our  conference  in  Washington  we  have  talked  with  a  number  of  the  leading 
manufacturers  in  an  effort  to  induce  them  to  reenter  the  market.  All  of  our  efforts 
bave  been  unavailing.  The  manufacturers  insist  that  they  will  not  buy  raw  cotton, 
nor  will  they  manufacture  the  finished  product  except  in  the  most  limited  degree 
possible:  that  they  are  convinced  that  a  policy  of  drastic  artificial  deflation  has  been 
determined  upon;  that  credits  are  restricted  and  that  it  would  be  unwise  and  unbusi- 
neaslike  to  pursue  any  other  course;  that  if  they  bought  the  cotton  it  would  simply 
i^tin  entailing  enormous  losses  on  them:  and  that  if  they  manufacture  the  finished 
product  the  same  result  would  be  in  evidence. 

Our  understanding  of  the  policy  of  the  Federal  Reserve  Board,  as  announced  in  the 
conference,  does  not  justify  this  action  on  the  part  of  the  manufacturers.  Still,  until 
they  can  be  con\inced  otherwise,  I  feel  sure  they  will  continue  to  pursue  their  present 
f^purae.  We  have  produced  live  consecutive  short  cotton  crops  and  are  facing  the 
sixth  short  crop,  li  the  law  of  supply  and  demand  were  permitted  to  function  to-day, 
the  matter  of  supplies  of  raw  cotton  would  be  of  serious  concern  to  the  world  and  there 
would  be  active  competition  for  raw  cotton  at  far  higher  prices.  American  and  Eng- 
lish manufacturers,  due  to  conditions  in  central  Europe,  have  been  able  to  buy  their 
law  cotton  at  a  price,  and  to  sell  their  manufactured  product  at  a  price  that  has  brought 
them  fabulous  earnings  for  a  long  period.    They  do  not  deny  this  but  insist  that  this 
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does  not  justify  them  in  adopting  a  course  that  they  feel  would  be  unbusinesBlike  and 
would  lay  them  liable  to  heavy  losses  on  the  raw  cotton  and  on  the  finished  fabric. 

As  a  result  of  investigations  by  American  consults  in  foreign  countries,  which  in- 
vestigations were  made  upon  a  joint  resolution  which  we  succeeded  in  having  passed 
through  the  Senate,  and  also  as  a  result  of  investigations  into  European  conditions, 
made  by  some  of  the  best  experts  in  the  country,  we  realize  that  as  soon  as  we  can 
arrange  to  sell  cotton  into  central  Europe  present  conditions  will  be  entirely  changed. 
We  find  that  central  Europe  is  in  need  of  a  far  greater  amount  of  raw  cotton  than  \s 
generally  believed.  However,  regardless  of  these  conditions,  the  War  Finance  Cor- 
poration was  abolished  and  this  removed  the  only  means  we  had  for  perfecting  sales 
into  central  Europe. 

We  are  pushing  the  formation  of  the  export  corporation,  under  the  plans  recom- 
mended by  you.  in  every  way  possible.  This,  however,  and  I  know  that  you  will  agree 
with  me.  is  a  monumental  joo  and  will  recjuire  much  time.  In  the  meantime  the 
South  is  faced  with  a  very  peculiar  condition.  The  American  mills  are  practically 
out  of  the  market,  even  though  the  price  is  far  below  the  cost  of  production,  and  the 
English  mills  have  followed  suit.  Both  seem  to  be  acting  jointly.  The  only  poaei- 
bility  of  selling  cotton  is  in  a  very  limited  way  to  the  gambler  and'the  speculator. 

All  efforts  on  our  part  to  induce  the  mills  to  buy  under  existing  conditions,  we 
realize,  will  be  unavailing,  having  absolutely  failed  in  our  efforts  to  induce  them  to 
reenter  the  markets  upon  our  explanation  of  our  understanding  of  the  policy  of  the 
Federal  Reserve  Board.  As  stated  above,  the  mills  insist  that  a  drastic  artifidal 
deflation  policy  is  on;  that  credits  are  restricted;  that  it  has  been  predetermined  to 
force  all  commodities  much  lower,  and  that  they  will  not  be  caught  with  either  the  raw 
material  or  the  manufactured  goods  on  hand.  If  some  course  could  be  pursued,  some 
statement  issued  or  a  conference  held  with  the  manufacturers,  I  am  convinced  there 
would  be  a  better  understanding.  If  there  ever  was  a  time  when  people  needed  to  get' 
busy,  now  is  the  time,  and  as  long  as  the  mills  continue  to  pursue  their  present  course 
and  business  men  continue  to  adopt  their  present  policy,  it  but  adds  to  the  unrest. 

At  our  conference  in  Washington  were  leading  representatives  of  the  a^cultural 
and  commercial  life  of  the  South  from  every  cotton  growing  state.  Nothing  would 
afford  me  more  happiness  and  joy  than  to  be  able  to  contribute  in  some  small  degree  to 
changing  conditions  in  the  South  from  what  they  are  into  what  they  oueht  to  be. 
However,  nothing  would  cause  me  more  mortification  or  sorrow  than  to  uiink  that 
people  whom  I  admire  would  feel  that  I  could  take  part,  in  the  remotest  deg7"ee,  in  any 
movement  that*  would  place  the  South  in  a  position  of  special  pleading  or  begging. 
I  would  feel  that  I  was  an  in^te  and  had  forgotten  the  efforts  and  sacrifices  that  the 
men  of  the  South  have  contributed  toward  the  forming  of  this  Nation. 

There  seems  to  have  been  a  systematic  system  for  sending  out  false  propaganda 
concerning  our  conference  in  Washington.  The  an^le  of  your  address  carried  by  many 
of  the  great  dailies  was  extremely  unfortunate,  entirely  unfair  to  the  Federal  Ke8er\e 
Board  and  to  the  South,  the  headlines  of  many  of  these  statements  indicating  that  the 
South  had  plead  for  special  consideration.  Many  of  the  papers  seemed  to  have  either 
pivposely  or  by  mistake  failed  entirely  to  eaten  the  correct  an^le  of  you^-  addrea. 
laying  down  the  policy  of  the  Federal  Reserve  Board.  I  felt  convinced,  after  hearing 
you,  that  the  publication  of  your  address  would  have  a  marked  stimulating  effect 
upon  business,  nation-wide. 

In  addition  to  the  newspaper  representatives  in  the  room,  I  was  informed  after- 
wards that  a  publicity  representative  of  the  Republican  presidential  candidate  was 
present,  and  if  this  was  the  case  it  probably  accounts  for  many  of  the  misleading 
statements  sent  out. 

I  can  never  express  in  words  my  admiration  of  and  deep  appreciation  for  the  great 
service  that  you  have  rendered  to  the  entire  Nation  and  the  great  kindness  and  service 
that  you  have  extended  to  us.  It  places  the  entire  South  under  deep  obUgationp  to 
you.  1  can  not  help  but  feel  a  keen  disappointment  over  existing  conditions,  for  it 
IS  my  firm  conviction  that  regardless  of  all  of  the  service  you  have  rendered  during 
past  years,  regardless  of  the  efforts  which  have  been  put  forth  by  myself  and  crtheji 
regardless  of  the  period  of  unthinkable  prosperity  through  which  the  mills  have 
passed,  and  regardless  of  the  fact  that  if  the  law  of  supply  and  demand  were  function- 
ing to-day  the  cotton  producer  would  in  like  manner  be  facing  a  period  of  prosperity, 
unless  some  action  is  taken  to  clarify  existing  conditions,  the  policy  adopted  oy  the 
mills  and  every  business  line  generally  that  touches  cotton  will  practically  dwtroy 
all  of  our  efforts  to  bring  to  the  aOTJcultural  and  commercial  life  of  the  South  the 
prosperity  which  is  justly  theirs.  They  are  facing  a  condition  with  which  they  are 
absolutely  unable  to  cope  and  which  is  absolutely  unjustifiable  and,  regard]eaB<^ 
the  needs  of  the  world  lor  increased  agricultural  products,  unless  these  conditions 
are  improved  the  South,  as  a  case  of  necessity,  will  show  an  alarming  decreased 
production  in  all  lines  of  agriculture  next  season. 
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[f  you  can  think  of  any  special  course  we  mi^ht  pursue  at  this  time  that  will  assist 
in  meeting  t^^e  vexed  problem  now  confronting  us,  I  wish  to  assure  you  that  I  will 
isider  it  a  gre^t  favor  it  you  will  kindly  let  me  have  the  benefit  of  your  advice  and 
igment. 

Restated  above,  after  hearing  the  policy  of  the  Federal  Reserve  Board  as  announced 
you,  I  felt  satisfied  that  it  would  result  in  changing  the  views  of  the  mills  and  all 
fisof  the  industry,  and  that  I  have  been  mistaken  in  this  is  a  great  disappointment, 
i  I  still  hope  that  some  statement  can  be  issued  or  some  action  taken  that  will  result 
convincing  the  mills  and  other  lines  of  industry  that  it  is  time  td  get  busy  and  that 
J  poKcy  of  the  Federal  Reserve  Board  justifies  such  action. 
isBuring  you  of  my  highest  personal  regards,  I  beg  to  remain, 
Sincerely, 

President  American  Cotton  Association. 


American  Cotton  Association, 

September  £S,   19^0. 
V.  W.  P.  G.  Harding, 

Federal  Reserve  Board,  Washitigtonj  D.  C. 
My  Dear  Gov.  Harding:  Following  my  letter  to  you  of  yesterday,  some  of  my 
31  friends  called  me  ud  to-day  and  directed  my  attention  to  the  Associated  Press 
ipatch  appearing  in  to-aay  's  papers  from  Secretary  Houston.  They  insist  that  under 
condition  will  they  reenter  the  market  for  raw  material,  nor  will  they  turn  out  the 
inufactured  product,  as  long  as  this  systematic  effort  to  force  prices  down  is  continued; 
fct  they  realize  it  would  be  absolutely  foolish  to  either  buy  the  raw  material  or  turn 
rt  the  manufactured  product  under  existing  conditions;  that  there  is  a  regular  sys- 
matic  effort  in  force  to  lieat  prices  down,  and  that  the  sensible  thing  to  do  is  to  stay 
It  of  the  market  until  prices  nave  reached  such  a  level  that  these  efforts  will  cease. 
Friends  have  referred  telegrams  to  me  to-day  from  the  exchanges,  claiming  that 
•cretanr  Houston's  statement  has  not  only  caused  a  break  in  the  market,  but  has 
iseated  the  confidence  of  the  buyers  and  that  they  are  con\nnced  we  are  in  for  lower 
ices.  The  same  thing  has  happened  on  several  different  occasions  following  state- 
ents  issued  by  8ecretar>'^  Houston,  of  the  Treasury  Deprtment. 
1  am  utterly  at  a  loss  to  know  how  to  cope  with  the  situation.  On  Monday,  Sep- 
mber  20,  we  observed  "cotton  day"  throughout  the  entire  belt.  A  regular  syBte- 
itic  campai«zn  had  been  arranged  for  the  purpose  of  inducing  the  planters  to  sow 
rgely  of  small  grains  this  fall  with  the  view  of  planting  largely  of  food  and  feed 
ops  next  spring,  ptitting  in  a  drastic  reduction  in  the  cotton  acreage.  At  many  of 
«8e  meetings  the  statement  was  made  by  farmers  that  it  was  absolutely  useless  for 
<^  to  plant;  that  they  could  not  sell  until  the  lapse  of  a  stated  period  in  which 
«y  would  be  enabled  to  harvest  their  crops,  and  that  in  the  meantime  prices  would 
i  beat  down  much  lower  and  they  would  be  forced  to  shoulder  additional  loepes. 
1  only  mention  this  to  show  you  the  effect  it  is  having  upon  the  minds  of  the  busi- 
5«  men,  from  the  producer  on  through  to  the  manufacturer.  The  manufacturer  is 
itirely  out  of  the  market  and  has  been  so  for  months  past  and  yet  the  Secretary  of 
»e Treasury  comes  out  with  the  statement  that  prices  are  too  high;  that  it  would  be 
»^racy  to  assist  the  producer  to  hold  his  cotton  under  these  conditions. 
I  feel  that  I  can  write  you  freely  and  confidentially.  It  is  bringing  \dolent  protests 
M  a  bitter  feeling.  WTiy  should  the  Treasury  Department  of  the  United  States 
sue  statements  and  take  part  in  fixing  prices  oh  commodities?  These  statements 
ui  have  no  other  effect  than  to  beat  down  prices  and  still  further  demoralize  the 
J^ket.  the  producer,  and  various  lines  of  industry.  It  is  thoroughly  discouraging. 
f  there  was  ever  a  time  in  the  history  of  our  Nation  when  it  was  the  duty  of  our 
hftt?^^^^  to  cooperate  with  and  to  assist  the  producer,  to-day  is  the  time.  Not 
•^  ne  is  due  any  special  favoritism,  but  that  we  will  need  an  enormous  increase  in 
PJ^tural  production  and  if  this  policy  is  continued  it  means  that  we  will  have  an 
^^ou8  decreased  production.  The  producer  can  not  shoulder  the  loss  he  is  now 
•^^wy  facing  and  continue  to  produce.    It  will  drive  him  into  other  lines  of  industry. 

Aaitfing  you  of  my  highest  personal  regards,  I  beg  to  remain,  with  all  good  wislie*, 
oiacerely, 

President  American  Cotton  Association'. 
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Federal  Reserve  Board, 
Washington,  September  f7, 19W. 
Dear  Mr.  Waxnamaker:  T  acknowletige  receipt  of  your  letters  of  September 
and  2:^,  incla«<inj?  newspaper  clippings,  among  which  is  one  purporting  to  give  tbi 
views  of  the  Secretar>'  of  the  Treasury  under  the  headline  'No  credit  given  to upbok 
prices."     For  your  information  I  hand  you  here\^-ith  copy  of  a  statement  issued  h] 
the  Treasury  Department  to-day  den\-ing  the  accuracy  of  certain  statements  in  drcu 
lation  purporting  to  represent  the  Secretary- 's  view's  on  the  present  credit  situation. 
It  is  perliaps  unfortunate  in  some  respects  that  the  spinners  have  taken  theattitud 
you  describe  in  your  letters  and  that  they  are  apparently  not  considering  their  om 
requirements  for  raw  material  next  year  and  perhaps  the  year  after.      However.  Id 
not  know  of  anything  tliat  can  be  done  other  than  what  was  suggested  at  the  eta 
ferenco  liere  on  the  loth  of  the  month. 
Very  truly,  vours, 

W.  P.  G.  Harding. 
Mr.  J.  S.  Wanxamaker, 

President  American  Cotton  A'isociation,  St.  Matthews,  S.  C. 

Following  the  suggestion  made  by  Gov.  Harding  that  the  SoutI 
sell  its  good  grade  cotton  for  the  purpose  of  easing  the  banking  con 
ditions  and  enabling  the  producers  to  carry  their  low  grades,  1  cott 
centra  ted  my  efforts  upon  the  sale  of  cotton  as  suggested;  visitei 
in  person  the  manufacturers  of  Boston;  took  the  matter  up  will 
other  manufacturers  at  home  and  abroad.  As  a  result  of  this,  I  wd 
informed  by  the  domestic  manufacturers  that  imder  no  conditioi 
would  they  make  purchases  of  cotton  except  based  upon  a  stricti 
hand-to-mouth  basis  as  long  as  the  Federal  Reserve  Board  continue! 
its  policy  of  drastic  deflation,  as  it  would  mean  the  certainty  of  loss€ 
to  themselves  as  this  policy  meant  the  certainty  of  lower  prices;  thi 
confidence  was  being  destroyed;  that  everybody  wanted  to  sell  an 
nobodv  wanted  to  buy.  I  mformed  Gov.  Harciing  that  it  was  im 
possible  to  sell  to  manufacturers  and  gave  their  reasons. 

I  urged  Gov.  Harding  to  attend  the  Montgomery  conference  whic 
we  then  called  for  September.  Upon  his  suggestion  I  extended  inr 
tations  to  everj^  governor  of  the  various  regional  reserve  banks  i 
the  cotton-growing  States.  , 

At  the  Montgomery  convention  in  September,  1920,  at  which  weij 
representatives  from  a  number  of  the  cotton-consuming  couDtria 
abroad,  including  some  of  the  very  best  recognized  cotton  expera 
in  the  world,  representatives  of  the  foreign  manufacturers  stated  thai 
the  world  would  have  consumed  the  entire  15,000,000  bales  c| 
cotton  had  it  not  been  for  the  removal  of  the  War  Finance  Corpori- 
tion  and  the  policy  of  drastic  artificial  deflation.  A  leading  econj 
omist  and  expert  on  cotton  from  England  stated  that  the  poliqj 

f)ursued  in  America  had  come  as  a  great  surprise  to  the  mann; 
acturers  of  England,  and  that,  based  upon  the  cost  of  production, 
he  considered  40  cents  basis  middling  cheap  and  reasonable  for  th« 
American  cotton  crop,  and  said  that  it  was  only  fair  and  just  thai 
the  ^Vmerican  producer  be  paid  these  prices,  especially  as  h^  was 
induced  to  produce  the  cotton  with  the  assurance  that  there  would 
be  a  pressing  demand  for  it.  In  line  with  this,  at  the  annual  conj 
ference  of  the  New  England  manufacturers  in  1920,  the  following 
statement  was  made  by  Mr.  Arthur  Richmond  Marsh,  editor  w\ 
the  Economic  World : 

The  first  impression  produced  in  Great  Britain  and  most  European  countritf  h 
this  course  of  events  in  the  United  States  was  one  of  profound  aetonl^iment.  At  ta 
outset  British  and  European  comment  upon  the  reports  of  what  was  happening  in  ||^ 
country  was  largely  to  the  effect  tliat  we  were  suffering  from  an  attack  of  economi 
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'Bteria.  The  conviction  long  remained  general  on  the  other  side  of  the  Atlantic 
it  the  war  had  left  ae  a  heritage  a  universal  shortage  of  goods  and  that  the  making 
I  of  this  shortage  would  occupy  productive  industry  for  a  good  many  years  to  come, 
lerewere,  to  be  sure,  serious  difficulties  of  international  credit  and  the  like  to  contend 
th,  but  these  difficulties  should  not  prove  insuperable,  especially  for  a  country 
come  so  rich  and  strong  as  the  United  States  had  become  by  reason  of  the  war. 
le  industrial  countries  of  Europe,  however,  could  not  long  resist  the  influence  of 
}  economic  disturbance  in  the  United  States,  any  more  than  the  United  States 
d  been  able  to  remain  unaffected  by  the  panic  in  Japan;  indeed,  thev  were  far  less 
le  to  do  so  because  the  financial  and  industrial  situation  in  which  tney  had  been 
I  by  the  war  was  inuneasurably  less  stronc:  than  that  of  the  United  States. 
Hence,  before  the  past  autumn  was  far  aavanced,  all  the  British  and  European  in- 
Btries  producing  for  ultimate  consumption  were  showing  unmistakable  signs  of 
tows;  the  prices  of  their  products  were  bednning  to  decline;  they  were  getting 
ircely  any  new  business;  they  were  being  fon-ed  to  curtail  their  operations;  and, 
at  was  more  disturbing  still,  they  were  finding  that  a  large  part  of  the  forward  «*les 
poods  upon  which  they  had  been  counting  were  unsubstantial  and  a  soiu^ce  of  hea\'y 
B  instead  of  a  handsome  profit.  This  was  particularly  the  case  with  the  textile 
lufitry,  and  above  all  the  cotton  industry,  which  found  itself  precipitated  from  the 
ights  of  the  most  extravagant  prosperity  it  had  ever  known  to  the  depths  of  an 
aally  unprecedented  depression  and  distress. 

One  of  England's  leading  thinkers  and  economists,  just  a  few 
onths  ago,  made  the  following  strong  and  forceful  criticism  of  the 
esent  method  of  world  finance  which  was  brought  about  by  the 
auguration  of  drastic  artificial  deflation  in  this  country  by  the 
ideral  Reserve  Board: 

What,  then,  are  the  common  denominators  which  best  account  for  the  universality 
that  disaster  now  impending  over  the  new  year?  I  have  pointed  out  one,  namely. 
B  deflation  of  credits  and  cturrencies.  It  is  enough  to  say  that  if  this  intentional 
d  malevolent  destruction  of  credit  is  followed  to  its  logical  conclusions,  men's 
irts  may  well  fail  them  everywhere  for  the  days  that  are  at  hand. 

In  the  annual  report  of  the  management  of  the  bank  of  France,  in 
ference  to  existing  financial  and  commercial  conditions  the  following 
at«ment  is  made,  which  plainly  indicates  the  enhghtened  states- 
wiship  with  which  the  management  of  this  great  bank  met  this 
arid  crisis  and  tempered  its  strain  and  shock  to  its  people: 

^e  have  welcomed,  whether  by  means  of  rediscount  or  by  direct  discount,  all  paper 
joee  creation  responded  to  the  legitimate  needs  of  commerce  and  production  bv 
« liberal  policy  to  which  we  have  remained  and  always  will  remain  faithful.  We 
pect  to  support  with  all  of  our  power  the  activities  of  widely  varying  business  enter- 
tsea  which  in  France  are  needed  to  lessen  the  violence  of  tne  crisis. 

Lord  Leberhulme,  one  of  the  most  successful  and  greatest  manu- 
cturers  and  business  men  of  the  British  Empire,  declared  in  a  recent 
terview,  as  reported  in  the  English  press  and  also  in  our  newspapers, 

lat— 

The  process  of  too  rapid  deflation  is  undoubtedly  the  cause  of  the  present  unem- 
oyment  and  trade  8ta^;nation.  The  price  of  commodities  rose  to  the  extreme  limit 
'fiiig  the  war  and  their  reduction  was  a  prime  necessity,  but  the  fall  has  been  too 
dden  for  adjustment.  This  deflation  has  been  accomplished  through  the  banks 
DJDg  in  loans  which  were  used  to  finance  stocks  at  hign  prices.  An  effect  of  the 
fcea  realization  of  these  stocks  has  been  to  drive  down  prices  of  commodities  below 
e  cost  of  production. 

Under  these  circumstances  manufacturers  are  not  likely  to  go  on  producing  at  a^ 
tt  and  have  consequently  been  compelled  to  shut  down  their  factories. 

Abraham  Lincoln,  one  of  the  greatest  statesmen  of  this  Republic,, 
^e President  of  the  United  States  issued  the  following  statement: 

W  a  Government  contracted  a  debt  with  a  certain  amount  of  monev  in  circulation* 
^tiien  contracted  the  money  volume  before  the  debt  was  paid,  it  is  the  most  heinous^ 
^^  a  Govwnment  could  commit  against  the  people. 
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Arthur  Kitson,  president  of  the  British  Banking  Reform  League, 
a  leading  manufacturer  of  Stamford,  England,  made  the  following 
statement  in  February,  1921: 

As  the  present  trade  depression  seems  to  be  affecting  all  nations  alike  it  would 
seem  that  there  must  be  one  single  and  distinct  cause,  and  in  my  judgment  that  caoae 
is  none  other  than  the  suicidal  policy  which  is  being  adopted  by  nearly  all  coimtrki 
at  the  suggestion  of  the  money  lenders  and  their  hirelings,  the  professional  economisti 
viz,  the  deflation  of  ciurency  and  credit.  I  hold  the  deflationists  entirely  responabk 
for  the  present  trade  depression  which  is  creating  unemployment  universally.  Soox 
of  our  bankers  are  making  the  assertion  that  America  is  not  feeling  the  effects  of  thi 
policy  in  the  way  that  we  are  here,  but,  from  the  information  I  am  receiving,  I  havi 
come  to  the  conclusion  that  you  are  ha\dng  as  bad  a  time  as  we  are.  Will  the  peopli 
never  learn  the  lessons  of  history?  For  the  past  five  years  I  have  been  wamme  oa 
Government  and  the  Allies  generally  of  what  would  happen  after  the  war  and  tl» 
dangers  which  were  in  front  of  us  by  reason  of  the  threats  of  the  money  lenders  U 
restore  what  they  call  the  *  'good  old  gold  standard  " — one  of  the  most  stupendoa 
frauds  that  the  world  has  ever  known. 

One  of  the  best  authorities  in  America,  Prof.  J.  Laurence  Laughlinj 
of  the  University  of  Chicago,  made  the  following  statement  concern- 
ing these  conditions: 

A  crisis  comes  because  credit  h^  been  unduly  expanded  in  a  period-  of  prolongs 
prosperity;  in  an  optimistic  spirit  men  have  entered  into  transactions  beyond  tha 
actual  means,  as  is  shown  when  the  test  of  actual  payment  is  exacted,  and  in  timei 
fright  collateral  as  well  as  goods  falls  in  price.  In  such  a  situation  liquidation  need 
time  if  disaster  is  to  be  prevented.  The  greatest  need  is  some  means,  whatever! 
may  be,  which  will  enable  a  bank  to  make  loans  to  a  client  who  can  thereby  be  »\^ 
from  failure  and  from  hasty  and  ruinous  liquidation. 

I  have  a  great  number  of  confidential  letters  which  will  throw  i 
great  deal  of  information  on  these  matters.  I  also  have  in  my  pos 
session  much  confidential  information,  all  of  which  will  furnish  m 
questioned  proof  as  to  the  correctness  of  mv  position  in  these  matters 
However,  under  no  condition  would  I  think  of  using  these  confi 
dential  letters,  nor  would  I  use  the  confidential  information,  whid 
information  was  given  to  me  in  confidence,  unless  I  was  authorize* 
by  the  authors  of  these  letters,  all  of  which  he  has  carefully  marked 
confidential,  to  use  same,  and  unless  the  stipulation  made  whei 
information  furnished  me  was  imparted  to  me  that  it  was  obtains 
as  confidential,  is  released  so  that  I  can  use  same. 

Now,  Mr.  Chairman,  the  next  matter  I  want  to  take  up  is  with  ref 
erence  to  the  letters  received  from  the  Secretary  of  the  Treasury  ii 
March.  These  are  the  letters  I  referred  to  a  while  ago,  and  somebodj 
asked  me  to  read  them.     I  will  take  that  matter  up  next. 

On  the  4th  day  of  March  I  received  the  following  letter  from  th( 
Secretary  of  the  Treasury 

The  Chairman.  What  year? 

Mr.  Wannamaker.  1920.  Now,  that  was  after  we  had  planted  oui 
crops.  I  received  the  following  letter  from  the  Secretary  of  the 
Treasury  [reading] : 

March  4, 1920. 

Dear  Mr.  Wannamaker:  I  received  your  letter  of  February  24,  which  I  hav< 
read  with  great  interest.  The  Treasury  is,  as  you  know,  definitely  committed  against 
the  policy  of  extending  further  Government  loans  to  Europe.  I  do  not  think  it  woul<i 
be  wise  for  the  Government  to  subsidize  our  producers  ana  to  maintain  or  increase  ilw 
high  level  of  prices  here  by  stimulating  sales  to  European  countries  which  find  them 
selves  unable  or  unwilling  to  make  payment  for  their  purchases.  I  do  not  thiiik  ii 
would  be  good  for  this  country  and  I  do  not  think  it  would  be  good  for  Europe  U 
enlarge  her  indebtedness  to  this  Government.  Eiut)pe  can  not  continue  to  run  inte 
debt  at  the  rate  maintained  during  the  war  and  during  the  first  year  of  the  poet-armistic* 


Digiti 


ized  by  Google 


AGRICTLTURAL  INQUIRE.  599 

period.    The  views  of  the  Treasury  on  this  j^eneral  subject  are  set  out  in  Secretary 
GliSB^B  letter  dated  January  30  to  the  president  of  the  United  States  Chamber  of 
Commerce,  and  my  public  statement  of  February  12,  copies  of  which  are  inclosed. 
Yours,  very  tmly, 

D.  F.  Houston. 
J.  S.  Wannamakbr,  Esq., 

President  American  Cotton  Association^  St.  Matthews^  S.  C. 

This  is  on  the  4th  of  March. 

The  Chairman.  Is  that  in  reply  to  a  letter  you  had  previously 
written  to  him  ? 

Mr.  Wannamaker.  Yes,  sir. 

The  Chairman.  I  suggest  that  all  that  correspondence  go  in  the 
record. 

Mr.  Wannamaker.  All  right.    Thank  you. 

I''inx)te  him  under  date  of  March  10,  1920,  as  follows  [reading}: 

March  10, 1920. 
Hon.  D.  F.  Houston, 

Secretary  of  the  Treasury,  Washington,  D.  C 

My  Dear  Mr.  Houston:  I  have  received  your  letter  of  March  4. 

We  feel  convinced  that  you  have  misundeiBtood  our  letter  of  February  24.  On 
Septemb^  8  of  last  year  in  a  conference  in  the  city  of  New  Orleans,  consisting  of  promi- 
nent representatives  of  cotton  producers  and  the  allied  business  interests  fiom  every 
countv  in  ^e  cotton-producing  section  of  America,  a  resolution  was  imanimously 
pasBed  rec^uesting  the  President  of  the  United  States  to  issue  a  call  for  a  conference 
representing  thebusiness  interests  of  America  to  be  held  in  Washington  for  the  purpose 
o!  discussing  and  arranging  voluntary  credits  for  £iut)pe,  it  being  fully  a^eed  that 
these  credits  must  come  firom  private  sources  and  that  it  would  be  unwise  for  the 
Government  to  extend  further  credits  to  Eiut)pe.  This  request  was  based  upon  the 
idea  that  it  would  be  far  better  to  prevent  a  calamity  than  to  treat  it  after  it  had 
be&llen  us. 

Our  request  was  acknowledged  by  the  President's  secretary  and  we  were  informed 
Ihataction  would  be  taken  on  same.  In  the  meantime  President  Wilson's  illness  came 
on  and  also  many  other  pressing  matters  delayed  consideration  of  the  request.  We  feel 
f^nvinced  that  the  resolution  and  the  correspondence  concerning  this  matter  have 
not  received  vour  attention. 

I  agree  with  you  fully  that  it  would  be  unwise  for  the  Government  to  subsidize  our 

froducers.  No  such  action  by  the  Government  has  been  requested  by  the  producers, 
think  you  will  agree  with  me  that  we  need  an  enormous  increase  in  production  on 
account  of  tlie  enormous  consumption  and  destruction  during  the  war  and  for  tlie  pur- 
pose of  meeting  the  tremendous  increase  in  demand. 

You  state  also  that  you  do  not  think  it  would  be  wise  for  the  Government  to  ''sub- 
sidize our  producers  and  to  maintain  or  increase  the  high  level  of  prices  here  by 
stimulating  sales  to  European  countries  which  find  themselves  unable  or  unwilling 
to  mike  pavment  for  their  purchases."  We  most  assuredly  liave  not  asked  or  ex- 
pected that  the  Government  "increase  the  high  level  of  prices."  However,  it  seems 
to  be  the  consensus  of  opinion  of  the  leading  economists  and  financiers  that  it  is  of 
the  Greatest  importance  to  increase  production  and  for  tlie  world  to  become  intensely 
busy.  To  increase  production  it  is  absolutely  necessary  for  the  producer  to  rereive 
a  profitable  price  for  his  product  based  upon  the  cost  of  production,  supply,  and  de- 
mand, and  at  least  to  some  extent  base<l  upon  the  price  for  which  the  manufactured 
product  is  selling.  The  result  of  our  in  vest  ligation  by  personal  representatives  brings 
stvtlingly  to  light  the  fact  that  the  European  countries  are  in  need  of  raw  cotton;  it 
shows  further  that  raw  cotton  is  not  selling  at  a  profitable  price  based  ujwn  the  cost 
of  production,  and  iain  no  wise  selling  at  a  fair  price  based  upon  supply  and  demand 
and  the  price  of  the  mannfactured  product. 

I  wish  to  quote  you  the  following  figures  taken  from  the  Textile  World  Journal, 
showing  the  range  of  prices  of  three  sizes  of  combed  vams,  taken  semiannuallv,  from 
June,  1914,  to  December,  1919.  The  three  sizes  are  No.  4,  2-plv;  No.  60,  2-ply;  and 
-NV  80,  2-ply. 


Digiti 


ized  by  Google 


600 


AGRICULTURAL  INQUIRY. 
Price  range  of  combed  yams,  1914-1919, 


19U. 

1915 

1916 

1917 

1918 

1919 

June. 

Dec. 

June. 

Dec. 

June. 

Dec. 

June. 

Dec. 

June. 

Dec. 

June. '  D«. 

2-40S 

$0.43" 
.55 
.75 

$0.38 
.50 
.70 

la-io 

.52 
.72 

$0.50 
.6,5 
.85 

$0.58 
.75 
1.00 

$0.85 
].a5 
1.25 

$a85 
1.10 
1.40 

$0.90 
1.15 
1.45 

$1.00 
1.25 
1.55 

$a95 
1.20 
1.50 

$1.20 
1.55 
2.00 

$2.50 

2-60S 

3,W 

2-80S 

4.75 

I  also  wish  to  refer  you  to  addrass  made  by  Congressman  Wilson,  of  Connecticut,  in 
directing  the  Federal  Trade  Commiasion  to  investigate  the  alleged  profiteering  of 
cotton  mills  in  the  United  States,  which  appears  in  a  re?ent  number  of  the  Oongree- 
sional  Record.     In  this  address  the  following  was  brought  out: 

'*It  will  be  observed  that  the  increase  in  price  of  these  yams  from  June,  1^14,  to 
June,  1919  (referring  to  figures  quoted  above),  is  somewhat  gradual,  but  that  from 
June,  1919,  to  December,  1919,  there  is  in  every  case  a  violent  jump  of  more  than  100 
per  cent  in  the  short  space  of  six  months.  In  the  same  six  months  raw  cotton  advanced 
only  about  15  per  cent,  and  wages,  the  other  principal  item  in  the  cost  of  productinD, 
not  more  than  15  per  cent.  A  hosiery  manufacturer  showed  a  few  days  ago  a  bill  for 
No.  70  1-ply  combed  yarns  at  $4  per  pound.  The  profiteering  in  cotton  yarns  is  nol 
confined  to  any  section  of  the  country.  It  is  being  practiced  by  all  textile  mills  and 
fostered  by  the  American  Spinning  Association.  A  president  of  a  bank  made  this 
statement  the  other  day:  *  A  client  of  our  bank,  owner  of  a  spinning  mill,  showed  me  a 
statement  for  the  month  of  January,  1920,  that  he  made  155,000  that  month  on  $ 
capitalization  of  $200,000. ' 

The  same  banker  reported  a  statement  by  a  manufacturer  made  a  week  or  so  ago 
to  the  effect  that  a  cotton  mill  that  does  not  make  back  its  investment  in  six  months 
is  poorly  managed.  He  also  said  that  prices  of  raw  cotton  are  not  a  factor  or  even  a 
consideration  because  the  margin  of  profit  is  so  great.  It  is  not  denied  that  the  spin- 
ners  profiteered  and  made  big  money  during  the  war,  but  those  profits  within  the  last 
six  months  are  simply  enormous." 

I  also  feel  that  the  following  editorial  appearing  recently  in  an  Asheville,  N.  C,  paper 
should  be  of  interest  to  you  and  throw  some  additional  light  on  the  subject: 

**A  PROBLEM   IN   PROFITEERING. 

*'A  subscriber  presents  to  us  the  following  problem  in  simple  arithmetic:  A  half- 
ounce  package  of  cotton-gauze  dressing  costs  20  cents.  A  50()-pound  bale  of  cotton 
would  make  1,600  packages,  worth  $3,200.  Suppose  cotton  costs  50  cents  a  pound, 
or  $250  a  bale.  Suppose  it  costs  another  $250  to  manufacture  it.  There  remains  a 
profit  of  $2,700  to  be  accounted  for  between  the  field  and  the  hospital.  Who  gets  the 
$2,700?  Even  if  the  profit  account  is  too  large,  even  if  it  should  be  decreaiBed  by 
$1,000  for  factors  not  mentioned  in  this  statement,  there  would  still  be  a  profit  of  $1,700 
on  a  bale  of  cotton  after  it  leaves  the  farm  where,  of  course,  it  does  not  oring  50  c^ts 
a  poimd.  We  have  made  one  mistake  in  this  matter.  This  is  complex  arithmetic. 
There  are  several  X's  representing  several  unknown  quantities.  But  there  is  in  it 
somewhere  an  X  which  represents  the  discontent  that  under  proper  conditioiis 
breaks  loose  as  bolshevism.  We  are  unable  to  work  out  this  proolem  for  our  sah- 
scribers.  We  hope  somebody  can.  If  that  is  a  reasonable  profit  everybody  would 
like  to  know  it.  If  somebody  is  wittingly  or  unwittingly  making  too  much  on  cotton 
gauze  he  ought  to  be  forced  to  make  less.'* 

I  agree  with  you  most  fully  that  it  would  not  be  good  for  this  country  nor  would  it 
be  good  for  Europe  to  enlarge  her  indebtedness  to  this  Government.  I  feel  sure  you 
will  agree  with  me  that  it  is  of  outstanding  importancie  that  Europe  decrease  her 
indebtedness  to  this  country.  I  also  agree  with  you  fully  that  Europe  can  not  con- 
tinue to  run  into  debt  at  the  rate  maintained  during  the  war  and  during  ^e  fint 
year  of  the  post-armistice  period.  These  debts  must  be  decreased.  The  only  posei- 
bility  of  decreasing  same  is  through  production  of  some  kind.  Europe  produces  by 
manufacturing.  To  manufactiure,  Europe  must  have  credits  so  as  to  secure  raw 
material.  It  would  be  absolutely  impossible  to  decrease  our  inflation  in  credits  or 
currency  without  a  corresponding  increase  in  production.  If  we  attempt  to  deflate 
credits  and  the  currency  without  an  increasedf  production,  history  will  repeat  itsdf 
tenfold. 
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As  the  cotton  producer  is  not  enjoying  a  high  level  of  prices,  your  reference  to 
maintaining  or  increasing  the  high  level  of  prices  or  subsidizing  the  producer,  cer- 
tainly can  not  apply  to  the  cotton  producer.  The  Census  Bureau  shows  that  there 
are  2,000,000  families  in  the  South  engaged  in  cotton  production.  The  average  is  a 
fraction  over  five  to  the  family.  Last  year  on  a  crop  of  less  than  12,000,000  bales  this 
makes  le®  than  six  bales  to  the  family  as  an  average  production.  Sixty-two  per 
cent  of  the  cotton  farmers  of  America  are  tenant  farmers.  When  you  get  right  up 
close  to  the  cotton  producer,  you  will  find  that  instead  of  being  a  "planter'  he  is 
just  a  farmer,  and  that  he  and  his  family  live  mostly  on  com  bread,  hog,  and  hominy. 
It  will  be  found  that  the  entire  family — father,  mother,  and  all  the  children — get  up 
at  sunrise  and  generally  work  in  the  fields  as  long  as  they  can  see.  At  least  a  thousand 
homes  without  a  single  tree  or  column  in  front  of  them  will  be  found,  to  one  of  the 
"romantic"  kind.  With  a  large  percentage  of  the  cotton  producers  it  is  merely  a 
question  of  existence  from  one  year  to  another.  Everybody  that  kno^«  an>^hing 
about  cotton  knows  that  it  is  an  all-year-around  crop  from  January  to  December. 

I  wish  to  quote  you  from  a  hearing  before  a  committee  of  the  United  States  Senate 
held  some  few  months  ago  in  investigating  the  high  cost  of  living.  The  investigating 
committee  was  composed  of  Senators  L.  Heisler  Ball,  of  Delaware,  chairman;  Arthur 
Capper,  Kansas;  David  Elkins,  West  Virginia;  Morris  Sheppard,  Texas;  and  Nathaniel 
B.  Dial,  South  Carolina. 

"exhibit  before  the  committee  showing  the  cost  of  cotton  in  articles  of 
merchandise  and  the  articles  then  being  compared. 

"The  following  is  the  result: 


Ckwt 
of  the 
article. 


A  piece  of  gingham 

Apieeeofvoire 

One  handkerchief.. 
Two  pairs  Bocks.... 


$4.50 

3.4a 

.25 

.80 


"^Ir.  Calvin.  I  want  to  talk  for  a  little  while  about  cotton,  because  we  have  got 
to  wear  clothes  as  well  as  eat,  and  I  want  to  tell  vou  something  about  cotton  and  cotton 
farming.  Here  are  6  yards  of  gingham,  Mr.  rtiairman,  that  I  bought  this  morning 
at  one  of  the  leading  dry  goods  stores  in  this  city.  I  paid  75  cents  a  yard  for  it.  It 
weighs  15  ounces  precisely.  It  cost  me  $4.50  in  cash.  The  farmer  got  25 J  cents  for 
the  cotton  in  that  $4.50  worth  of  gingham.  The  average  price  of  cotton  last  year  was 
27  cents  per  pound.  Sixteen  ounces  to  the  pound  makes  1.7  cents  per  ounce.  Multiply 
15  ounces  by  1.7  cents  and  you  have  25 J  cents,  the  amount  received  by  Mr.  Ootton 
Fanner.  I  am  not  going  to  tell  you  who  got  the  difference  between  tne  25i  cen  is 
and  $4.50.    Somebody  got  it. 

"Senator  Capper.  How  much  a  yard  did  you  say  you  paid  for  it? 

"Mr.  Calvin.  Seventy-five  cents.  After  I  bought  it,  I  looked  around,  and  noticed 
ttie store  was  pretty  full'of  folks.  I  asked  if  there  was  a  sale  on  and  was  told  that  such 
was  the  case,  and  the  clerk  explained  to  me  that  I  would  not  have  gotten  the  gingham 
at  that  price  only  on  account  of  the  sale.  Being  just  a  mere  man  I  was  not  supposed 
to  know  that.  I  do  not  loiow  what  I  would  have  paid  for  it  if  there  had  not  been  a 
Bale  on. 

"Senator  Capper.  All  these  goods  are  still  going  up? 

"Mr.  Calvin.  Yes,  Senator;  and  every  now  and  then  somebody  raised  a  lot  of  sand 
about  the  cotton  farmer  profiteering  and  getting  rich.  I  want  to  tell  you  that  the 
price  of  cotton  to-day  is  cutting  absolutely  no  figure  in  the  price  of  cotton  goods.  It  is 
not  even  considered.  Here  is  a  piece  of  what  tne  ladies  call  voile,  I  believe.  It  costs 
me  $3.48,  or  58  cents  a  yard,  6  yards  of  it.  It  weighs  exactly  11  ounces.  The  farmer 
got  for  the  cotton  in  this  6  yards  of  goods  18.7  cents,  the  goods  that  I  paid  $3.48  for  this 
very  morning.  I  did  not  overlook  the  men  when  I  was  remembering  the  ladies,  and 
I  got  some  socks.  I  bought  two  pairs  of  cotton  socks.  They  weigh  2i  ounces.  I  paid 
^  cents  a  pair— 80  cents  for  the  two  pairs.  The  farmer  got  4i  cents  for  the  cotton  in 
tneee  two  pains  of  socks.    Remember  I  paid  80  cents  for  them. 

"I  have  some  handkerchiefs  here,  Senator.  I  saw  them  in  a  window  on  the  way 
^p  and  asked  the  price  of  them.  They  looked  like  good  handkerchiefs,  and  I  was 
^old  the  price  was  25  cents  apiece.    They  weigh  4}  oimcee.    In  other  words,  they 


Digiti 


ized  by  Google 


602  AGRICULTUEAL  INQUIRY. 

weigh  a  little  less  than  an  ounce  each.    The  farmer  got  less  than  1}  cents  for  tlie 
cotton  in  each  one  of  these  handkerchiefs." 

I  have  only  referred  to  cotton  in  this  as  an  illustration.  The  resolution  passed,  we 
feel,  would  tJe  beneficial;  would  promote  the  best  interests  of  our  nation;  would  aaast 
to  increase  production  and  help  solve  the  chaotiq  conditions  existing. 

The  annual  convention  of  the  American  Cotton  Association  will  be  held  at  Mont- 
gomery, Ala.,  on  April  13  to  16,  At  this  convention  will  be  representatives  from  prac- 
tically every  cotton  producing  county  in  the  belt,  including  Arizona  and  California. 
Some  nine  months  have  lapsed  since  the  resolution  referred  to  was  passed.  I  was  very 
anxious  to  secure  some  dennite  information  on  this  matter  in  time  to  lay  it  before  our 
annual  convention  in  April. 

As  stated  above,  I  feel  satisfied  that  you  have  not  clearly  understood  our  position  in 
the  matter.  In  no  wise  do  we  wish  our  Government  to  subsidize  the  producer,  not 
have  we  requested  such  action  of  our  Government;  nor  did  we  request  that  action  be 
taken  to  have  Europe  enlarge  her  indebtedness  to  our  Government. 

Assiiring  you  of  best  wishes,  I  am, 
Very  sincerely,  yours, 

J.  S.  Wannamaker,  Prendefii. 

Mr.  Cliainnan,  the  reply  to  that  was  dated  March  13,  1920,  which 
I  have  already  mtroduced  mto  the  record. 

Under  date  of  March  22,  1920, 1  received  the  following  letter  signed 
by  Norman  H.  Davis  [reading] : 

March  22, 1920. 

My  Dear  Sir:  Your  letter  of  the  17th  ultimo,  addressed  to  the  Secretary  to  the  Presi- 
dent, has  been  referred  to  this  department.  The  matters  which  you  discuss  ha^^ 
received  the  careful  consideration  of  thi6  Government.  As  you  are  doubtless  aware, 
numerous  conferences  and  conventions  have  been  called,  and  large  credits  have  been 
opened  to  Europe  not  only  by  the  Treasury  of  the  United  States  but  also  by  oui 
financial  institutions.  All  the  evidence  indicates  that  the  extraordinarily  large  vd- 
ume  of  loans  and  discounts  now  held  by  our  banks  contains  so  large  an  amount  of  paper 
<;reated  for  the  purpose  of  financing  sales  to  Europe  as  to  raise  a  question  whetiiier  it  is 
not  greater  than  is  consistent  with  conservative  banking.  There  has  been  no  lack  of 
inducement  to  producers  on  the  score  of  prices.  Commodity  prices  have  been  at 
extraordinajy  heights  and,  as  you  know,  form  the  basis  of  widespread  complaint  abom 
the  cost  of  living  which  has  reacted  in  the  demands  for  increased  wages,  which  in  turn 
react  again  upon  prices. 

I  inclose  a  copy  of  a  statement  issued  by  the  Secretary  of  the  Treasiuy  on  January  24 
and  also  a  copy  of  his  letter  of  January  28  to  ^Ir.  Homer  L.  Ferguson,  president  of  the 
Chamber  of  Commerce  of  the  United  States.  These  indicate  me  considered  position 
of  the  Treasury. 

Very  truly,  yours, 

Norman  H.  Davis. 
•  J.  S.  Wann>amaker,  Esq., 

President  American  Cotton  Association,  St.  Matthews,  S.  C, 

In  that  same  file,  Mr.  Chairman,  is  a  letter  written  to  the  Secretary 
of  the  Treasm^y  by  myself,  dated  September  23,  1920,  as  follows 
[reading] : 

September  23, 1920. 
Hon.  D.  F.  Houston, 

Secretary  of  the  Treasury,  Washington,  D.  C. 

Dear  Sir:  Please  note  attached  Associated  Press  dispatch,  which  ap])eared  in  the 
Columbia  State  to-day.  These  statements  have  been  appearing  from  time  to  tinie 
Are  these  statements  issued  by  you  or  by  your  authority?  Is  it  your  intention  to  force 
down  prices  of  agricultural  products?  If  such  is  the  case,  the  statements  are  ha\iD£ 
the  desired  effect. 

The  manufacturers  who  have  just  passed  through  a  period  of  almost  unthinkable 
prosperity,  have  withdrawn  entirely  from  the  purchase  of  raw  cotton,  having  been  out 
of  the  market  for  some  four  months.  They  insist  that  they  will  not  reenter  the  market 
for  raw  cotton,  nor  will  they  turn  out  the  manufactured  product  as  long  as  Uie  present 
policy  is  continued. 

Were  the  law  of  supply  and  demand  permitted  to  function  to-day,  there  would  be 
active  competition  for  raw  cotton  at  far  higher  prices  and  the  matter  of  suppUes  of 
Taw  cotton  would  be  of  serious  concern  to  the  world.    We  have  just  passed  through  a 
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period  in  which  there  has  been  produced  five  coneecutive  short  cotton  crops.  In  the 
last  ^\e  years  we  have  consumed  in  excess  of  the  cotton  produced,  and  we  are  plainly 
facing  the  sixth  consecutive  short  cotton  crop  and  an  entirely  inadequate  supply  were 
normal  conditions  existing. 

Central  Europe,  due  to  inability  to  arrange  credits,  has  been  shut  off  from  supplies 
of  American  raw  cotton,  and  due  to  this  condition  the  English  and  American  mills, 
being  practically  without  com))etition,  have  been  able  to  buy  the  raw  cotton  at  such 
a  price  as  to  bring  to  them  unthinkable  profits.  None  of  these  facts  are  denied.  How- 
ever, the  manu&cturers  insist  that  they  would  not  be  justified,  under  existing  con- 
ditions, in  reentering  the  market  for  raw  cotton  or  in  turning  out  the  manufactured 
product. 

They  refer  to  the  statement  issued  by  you  immediately  following  our  conference  in 
Washington  and  insist  that  this  statement  plainly  indicates  that  it  is  your  determi- 
nation to  force  prices  still  lower,  and  that  as  a  matter  of  self-preservation  there  is  no 
course  open  to  them  except  the  one  they  are  now  pursuing.  Your  statement  appearing 
in  the  press  to-day  seems  to  plainly  indicate  that  the  position  of  the  manufacturers  is 
correct. 

The  growing  cotton  crop  is  the  most  costly  ever  produced,  and,  as  stated  above,  it 
is  the  sixth  consecutive  snort  crop.  We  were  assured  at  the  world  cotton  conference, 
where  there  were  representatives  from  every  cotton-consuming  nation  in  the  world, 
that  there  would  be  a  pressing  demand  for  15,000,000  bales  of  American  cotton  this 
year.  Ever>' known  effort  was  used  to  induce  us  to  increase  cotton  acreage.  However, 
we  absolutely  refused  to  increase  (he  cotton  acreage,  and  our  production,  according  to 
Government  predictions,  A\ill  be  several  million  bales  less  than  the  amount  thev  stated 
there  would  be  a  pressing  demand  for.  There  is  no  market  for  the  sale  of  cotton 
to-day  except  to  the  gamblers  and  speculators,  and  were  the  crop  to  be  sold  at  exist- 
ing prices  it  would  bring  to  the  South  the  loss  of  $1,133,000,000,  conservativf^ly  esti- 
mated. 

Prior  to  the  convention  of  the  world  cotton  conference  there  was  held  in  New 
Orleans  in  October,  1919,  a  convention  of  the  American  Cotton  Association,  which 
convention  ^^as  attended  by  around  3,000  farmers,  merchants,  bankers,  business 
and  professional  men  from  every  part  of  the  cotton-producing  section  of  America. 
At  this  convention  the  matter  of  any  attempt  to  deflate,  either  m  credits  or  currency, 
was  fully  discussed,  it  being  pointed  out  in  this  discussion  that  it  would  be  a  matter 
of  extreme  danger  to  the  producer  to  conduct  his  farming  operations  if  any  specific 
attempt  was  made  to  deflate  between  the  time  of  planting  and  the  time  of  harvesting, 
it  being,  of  course,  realized  that  if  he  bought  the  commodities  necessary  to  produce 
the  crop  he  would  have  to  resell  them  through  the  marketing  of  his  crop,  and  that  in 
the  meantime  if  policies  had  been  adopted  that  would  deflate  these  commodities  it 
would  place  him  m  a  position  where  he  would  be  forced  to  shoulder  enormous  losses. 

At  this  conference  a  resolution  was  passed  urging  that  the  representatives  of  the 
various  agricultural  sections  and  of  the  various  commercial  lines  of  industry  be  invited 
to  Washington  for  a  conference.  This  resolution  was  forwarded  to  the  President. 
In  the  meantime  the  matter  was  again  discussed  at  the  world  cotton  conference.  The 
producer,  through  the  American  Cotton  Association,  used  every  kno\^Ti  effort  to  secure 
all  information  possible  bearing  on  deflation.  He  found  that  a  credit  board,  in  line 
with  the  one  he  had  urged  for  America,  was  in  operation  in  England,  and  had  worked 
very  satisfactorily.  He  was  assured  by  outstanding  representatives  of  the  various 
commercial  interests  that  most  assuredly  there  would  be  no  definite  steps  taken 
bearing  upon  deflation  until  there  was  an  enormous  increased  production.  The 
statements  which  you  are  issuing  would  indicate  that  the  conclusions  reached  were 
incorrect,  and  that  a  policy  of  deflation  is  being  put  into  effect  before  the  producer 
can  harvest  and  market  the  crop  which  he  has  planted.  Asa  matter  of  simple  justice, 
we  feel  that  a  specific  statement  should  be  issued  concerning  your  policy  along  this 
line.  Otherwise,  the  producer  \^'ill  be  entirely  in  the  dark  as  to  the  proper  course  to 
pursue  in  the  planting  of  his  fall  crops. 

The  American  Cotton  Association  covers  every  cotton  producing  section  of  America, 
and  embraces  in  its  membership  the  farmer,  the  merchant,  the  banker,  the  business 
and  the  professional  men.  On  Monday,  September  20,  ** cotton  day'*  was  observed 
throughout  the  entire  belt,  and  meetings  were  held  at  the  various  covnty  seats 
and*  at  the  various  township  centers  for  the  purpose  of  inducing  the  farmers  to 
plaikt  largely  of  small  grains  this  fall  and  fooa  and  feed  crops  next  spring, 
planting  cotton  only  as  a  surplus  crop,  adopting  a  plan  of  safe,  sound  farming.  At 
many  of  these  meetings  the  objection  was  made  by  tlie  farmers  that  it  was  useless  for 
them  to  plant  these  fall  crops,  that  they  would  be  unable  to  sell  until  after  a  lapse  of 
the  necessary  time  in  which  the  crops  could  grow  and  be  harvested,  and  that  in  the 
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meantime  the  prices  of  agricultural  products  are  being  forced  still  lower,  that  by 
planting  these  fall  crops  they  would  be  forced  to  shoulaer  an  additional  loss.  This 
imnression  is  spreading.  We  need  an  enormous  increase  in  agricultural  production. 
Will  it  be  safe  for  the  producer  to  plant  under  existing  conditions? 

Through  personal  representatives  in  central  Europe  we  have  learned  that  there  is  a 
pressing  demand  for  an  enormous  amount  of  raw  cotton  in  these  countries,  especially 
of  the  lower  grades.  We  are  now  pushing  the  organization  of  the  export  corp<)ration, 
accepting  cotton  in  payment  of  stock,  for  the  specific  purpose  of  trading  in  Central 
Europe,  where  it  is  necessary  to  extend  credits.  This  is  the  only  possible  way  in 
which  we  can  market  our  raw. cotton  in  Central  Europe.  When  this  task  is  completed 
it  will  mean  that  the  producer,  in  addition  to  recei\ang a  fair  price  for  his  cotton  sold 
into  Central  Europe,  will  receive  the  benefit  of  a  stimulating  effect  upon  the  market  in 
America. 

If  the  War  Finance  Corporation  were  permitted  to  resume  operation,  this  would 
furnish  the  means  whereby  raw  cotton  could  be  sold  into  central  Europe  on  credits 
arranged  through  the  War  Finance  Corporation.  It  would  bring  tremendous  benefits 
to  the  entire  agricultural  and  commercial  interests  of  the  Nation.  It  would  furnish 
central  Europe  with  raw  material,  and  thus  enable  them  to  go  to  work. 

It  is  our  understanding  that  the  reestablishment  of  the  War  Finance  Corporation 
was  left  entirely  in  your  hands,  and  while  we  were  in  Washington  we  made  an  espe- 
cial effort  to  hold  a  conference  with  you  for  the  purpose  of  laying  this  matter  before 
you,  and  as  we  were  unable  to  locate  you  we  appointed  a  special  committee  composed 
of  Senators  Dial,  of  South  Carolina,  Simmons,  of  North  Carolina,  and  Robertson,  of 
Arkansas,  with  instructions  to  take  this  matter  up  with  you  at  the  earliest  possible 
date.  , 

We  will  appreciate  it  if  you  will  advise  us  definitely  your  position  as  to  the  reestab- 
lishment of  tne  War  Finance  Corporation;  also  your  judgment  as  to  the  formation  of 
the  export  corporation  mentioned  above. 

We  also  ask  that  you  specifically  state  your  position  concerning  agricultural  products. 

Do  you  expect  to  continue  to  issue  statements  in  line  with  the  one  attachea  hereto? 

Are  these  statements  being  issued  for  the  purpose  of  forcing  down  prices  of  agricul- 
tural products? 

It  is  very  important  that  we  receive  this  information  so  as  to  act  intelligently  in 
the  planting  of  our  crops. 

A  common-sense  business  policy  would  plainly  indicate  the  wisdom  of  an  enormous 
reduction  in  our  agricultiu-al  production  in  all  lines  if  it  is  your  policy  to  force  defla- 
tion or  to  force  lower  prices  of  agricultural  products,  as  the  time  between  the  planting 
and  the  harvesting  would  mean  the  absolute  certainty  of  such  a  change  in  the  prices 
of  all  commodities  necessary  in  the  production  of  the  crop  that  it  would  entail  the 
certainty  of  enormous  losses  upon  the  producer. 

I  am  especially  desirous  of  promoting  the  best  interests  of  the  coxmtry  at  large,  and 
I  am  convinced  that  a  clear  statement  from  you  as  to  the  policies  of  the  Treasury 
Department  along  this  line  should  be  issued. 
•Yours,  respectfully, 

J.  S.  Wannamaker,  Pretidenl. 

And  to  that  I  received  the  following  reply  from  the  Secretary  of 
the  Treasury,  dated  September  27,  1920  [reading]: 

The  Secretary  of  the  Treasury, 

Washinigton,  September  27, 1920. 

Dear  Sir:  I  have  yojr  letter  of  September  23.  Gov.  Harding  gave  me  a  full 
account  of  your  conference  with  him.  I  am  in  entire  sympathjr  with  the  policy  <rf 
the  Federal  Reserve  Board,  and  nothing  that  I  have  said  can  be  interpreted  to  mean 
anything  else. 

I  am  inclosing  herewith  a  statement  which  I  gave  out  yesterday.  This  statement 
bears  upon  requests  that  have  been  made  to  me  as  Secretsuy  of  the  Treasury  that  the 
Treasury  deposit  money  in  certain  sections  of  the  country  which  the  banks  mi^t 
lend  to  applicants  for  loans.  As  a  matter  of  fact,  the  Treasury  itself  is  borrowing 
money  in  order  topay  its  current  obligations.  It  has  to  do  this  in  the  intervals  between 
tax  payments.  The  tax  receipts  for  the  entire  year  will  be  sufficient  to  meet  the 
ordinary  expense  of  the  Government  and  to  pay  on  a  part  of  the  floating  indebtedness, 
but  a  very  considerable  part  of  the  taxes,  as  you  know,  come  in  in  quarterly  install- 
ments and  we  have  to  borrow  on  short-time  certificates  to  assist  in  meeting  the  obliga- 
tions in  the  meantime.  It  would  be  impossible  for  the  Treasury  to  borrow  money  to 
lend  to  any  group  of  citizens.  You  recognize  in  any  event  tnat  it  could  not  dis- 
criminate. 
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The  activities  of  the  War  Finance  Corporation  in  making  loans  to  facilitate  exports 
were  discontinued  after  full  consideration  of  the  matter  and  after  conference  with 
the  Prendent.  The  corporation  was  a  war  emergency  corporation.  The  power  given 
it  to  facilitate  exports  was  conferred  at  a  time  when  it  was  feared  that  exports  would 
not  go  forward.  As  a  matter  of  fact,  exports  have  gone  forward  in  increasing  volume. 
In  1918  the  totftl  exports  were  $6,000,000,000;  in  1919,  $7,900,000,000;  and  on  the  basis 
of  the  first  seven  months  of  this  year  they  are  goin^  forward  this  year  at  the  rate  of 
over  $8,000,000,000.  Obviously  the  business  machinery  of  the  country  is  financing 
exports,  and  the  emergency  contemplated  by  the  act  doea  not  exist,  so  far  as  financing 
the  volume  of  exports  is  concerned.  Of  course,  you  understand  that  the  War  Finance 
Corporation  had  no  money  except  what  it  got  from  the  Treasury.  In  order  for  the 
Trea^'iuy  to  finance  exports  it  would  be  necessary  for  the  Treasury  to  borrow  money 
for  this  purpose  at  a  rate  which  would  exceed  6  per  cent.  Obviously  the  Treasury 
would  not  be  warranted  in  borrowing  money  to  facilitate  exports  when  they  are  going 
forward  in  unprecedented  volume. 

Clearly  the  Treasury  should  not  be  in  the  banking  business.  The  Federal  reserve 
banks  of  the  country  and  the  Federal  reserve  system  functioned  during  the  war  in 
orderly  fashion  and  are  now  engaged  in  extending  accommodations  in  large  volume 
to  meet  current  demands.  The  statement  which  I  inclose  herewith  will  remind  you 
of  the  extent  to  which  the  banks  of  the  country  are  aiding  industry  and  agriculture. 
Very  truly,  yours, 

D.  F.  Houston. 

Mr.  J.  S.  Wannamaker, 

President  American  Cotton  Assocmtion,  St.  Matthews y  S.  C. 

I  have  also  attached  to  that  file,  Mr.  Chairman,  a  statement 
given  out  to  the  newspapers  on  September  27,  1920,  as  follows 
Treading] : 

Treasury  Department, 

Septeviber  21,  1920. 

Certain  statements  in  circulation  purporting  to  represent  the  views  of  the  Secre- 
tary of  the  Treasiu^  on  a  phase  of  the  credit  situation  are  either  inaccurate  or  have 
been  misinterpreted.     What  the  Secretary  said  is  this: 

"I  am  in  favor  of  every  legitimate  effort  to  promote  the  ord«rly  marketing  of  all 
commodities,  but  the  Government  can  not  be  a  partv  to  an  undertaking  to  hold 
commodities  off  the  market  to  enable  the  owners  artificially  for  speculative  purposes 
to  maintain  war  prices  or  higher  than  war  prices.  As  a  matter  of  fact,  the  banks  of 
the  country  during  the  last  12  months  have  been  extending  large  credits  to  meet  the 
demands  from  industry  and  agriculture. 

"Since  August,  1919,  the  loans  and  investments  of  about  800  reporting  membe 
banks  increased  over  two  and  a  half  billions  of  dollars.  As  these  reporting  banks  rep- 
resent about  40  per  cent  of  the  resources  of  all  the  banks,  it  is  estimated  that  the 
total  increase  in  loans  and  investments  since  August,  1919,  has  been  over  five  and 
one-half  biUions  of  dollars.  Even  from  January  23,  1920,  when  the  increase  in  dis- 
coimt  rates  went  into  effect,  to  August  27,  1920,  the  loans  of  about  800  reporting  mem- 
ber banks,  exclusive  of  loans  secured  by  Government  obligations  and  other  stocks 
and  bonds,  increased  about  one  and  a  quarter  billions  of  dollars.  This  would  reflect 
a  total  increase  of  commercial  loans  in  all  banks,  it  is  estimated,  of  perhaps 
13.000,000,000.  Since  the  crop-moving  demands  came  on  the  bills  discounted  and 
purchased  by  the  Federal  reserve  banks  have  increased  at  the  rate  of  about  fifty 
millions  a  week  and  the  Federal  reserve  notes  at  the  rate  of  from  thirty  to  forty  mil- 
lions a  week.  The  increase  in  the  volume  of  Federal  reserve  notes  from  January  23, 
1920,  to  August  27,  1920,  was  $360,000,000." 

Also  attached  to  that  file  is  a  letter  written  by  me  on  October  7, 
1920,  to  the  Secretary  of  the  Treasury,  as  follows  [readmg] : 

October  7,  1920. 
Hon.  D.  F.  Houston, 

Secretary  of  the  Treasury,  Washington. 
Dear  Sir:  I  have  this  day  written  to  President  Wilson  as  per  copy  of  letter 
attached  hereto. 

We  are  extremely  anxious  to  hold  a  conference  with  you  during  our  sessions  in 
Washington  for  the  purpose  of  discussing  the  conditions  now  confronting  the  agri- 
cultural interests  of  America. 
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The  producers  of  America  are  largely  forced  to  sell  their  products  below  the  cost  of 
production,  and  we  are  unable  to  market  our  products,  subject  to  exportation  to 
central  Europe,  where  there  is  a  pressing  demana  for  all  raw  material. 

The  reestaolishment  of  the  War  Finance  Corporation  would  relieve  the  situation 
and  we  are  especially  desirous  of  being  allowed  the  privilege  of  a  conference  for  the 
purpose  of  urging  the  necessity  of  the  reestablishment  of  same.  The  matter  of  defla- 
tion is  of  very  serious  concern  to  us.  Nature  requires  a  fixed  period  between  seeding 
and  harvesting,  and  if  the  present  policy  of  deflation  is  to  be  continued  it  points  to  the 
absolute  certainty  of  the  producer  being  forced  to  shoulder  enormous  additLanal 
losses.  Unless  the  producer  can  market  his  products  base^  upon  the  law  of  supply 
and  demand,  he  will  be  forced  into  other  lines  of  industry,  which  will  bring  decrease!! 
production  and  eventually  higher  prices.  For  the  piupose  of  marketing  his  products 
upon  the  law  of  supply  and  demand,  it  is  absolutely  necessary  to  extend  the  sale  of 
same  over  a  period  of  sufficient  length  to  bring  a  legitimate  demand  for  same,  based 
upon  the  law  of  supply  and  demand,  and  at  a  price  above  the  cost  of  production.  The 
policy  of  marketing,  especially  all  staple  products,  as  outlined  by  Gov.  W.  P.  G. 
Harding,  of  the  Federal  Reserve  Board,  is  absolutely  necessary  for  the  protection  of 
the  producer  and  the  general  welfare  of  our  Nation. 

Statements  issued  by  governmental  officials  concerning  prices  carry  great  influence. 
We  do  not  ask  or  expect  that  the  governmental  officials  issue  statements  lurging  higher 
prices  for  agricultural  products;  we  can  find  no  provision  in  the  Constitution,  or  no 
statute  or  law,  justifying  the  issuance  of  statements  for  the  purpose  of  forcing  down  the 
price  of  agricultural  products,  and  we  wish  to  file  a  protect  against  this  policy. 

Please  kindly  advipe  at  what  hour  on  October  12  or  13  we  can  hold  this  conference 
with  you,  and  we  will  ask  that  you  arrange  an  hour  so  that  it  will  not  conflict  with  the 
time  arranged  bv  the  President  for  the  conference  with  the  (M>inet. 

We  wish  it  distinctly  understood  that  we  are  not  asking  for  this  conference  with 
the  expectation  of  or  for  the  purpose  of  requesting  any  especial  consideration  or  pri\'i- 
lege.  We  are  convinced  that  it  is  absolutely  neceasar^^  to  have  increased  production 
in  all  forms  of  asriculture.  However,  unless  we  can  gain  access  to  the  market  of  the 
world  for  our  products,  unless  we  can  sell  same  ba«ed  upon  the  law  of  supply  and 
demand,  at  a  price  above  the  cost  of  production,  it  will  be  suicidal  to  adopt  any* other 
course  than  re'^tricted  production,  limiting  same  so  as  to  meet  only  the  markets  open 
to  us  and  enable  the  marketing  of  same  at  a  price  above  the  cost  of  production. 

This  conference  is  reqiie^^ted  with  the  eame«?t  desire  that  as  a  result  of  same  a  better 
understanding  ^^-ill  follow,  conditions  which  are  now  throttling  agricultnre  will  l*e 
removed,  and  we  will  be  able  to  play  our  full  part  in  promoting  an  intense  worM-wide 
commercial  activity,  thus  assisting' our  Nation  as  a  leader  among  the  nations  of  the 
world  in  promoting  peace  and  prosperity. 

We  are  writing  you  separately.     In  all  probability  a  joint  conference  with  the 
President  and  Cabinet  will  be  more  practical,  but  we  will  leave  this  entirely  with  you. 
"  Assuring  you  that  your  prompt  attention  to  this  matter  will  be  highly  appreciated, 
I  beg  to  remain, 

Respectfully, 

J.  S.  Wann.\makeh, 
President  American  Cotton  Association. 

As  a  result  of  this  correspondence  with  Secretary  Houston,  I 
immediately  reached  the  conclusion  that  unless  we  managed  in 
some  way  to  get  exports  out  of  America  we  would  be  throttled. 
He  refused  to  take  any  initiative  to  have  the  War  Finance  Cor^ra- 
tion  f  imction.  I  got  busy  and  consulted  with  a  number  of  the  business 
men  of  the  association.  I  want  to  explain  that  there  is  no  one  con- 
nected with  the  association  that  has  any  motive  except  pure  service. 
There  is  no  compensation  whatever  attached  to  it.  I  called  tJhese 
men  in  consultation,  and  we  decided  that  it  was  absolutely  necessary 
to  try  to  eflfect  a  sale  on  the  foreign  market,  to  foreign  cotton  users. 
We  had  all  this  cotton,  the  low-grade  cotton,  and  all,  and  everybody 
was  anxious  to  sell  cotton.  The  question  was,  how  much  will  you 
allot  to  me?  I  have  so  much;  do  not  allot  it  all  to  Texas,  but  allot 
some  to  me.  It  was  the  largest  crop  we  had  had  since  1914.  We  made 
the  announcement  that  we  would  allot  it  as  it  came  in.  Following 
that  we  got  a  notice  that  the  War  Finance  Corporation  was  disbanded. 
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Secretary  Houston  would  not  allow  it  to  function.  We  had  the  crop 
in  the  ground.  We  had  incurred  all  the  expense  for  it,  and  we  had 
shipped  no  crop  of  cotton  out  since  1914.  The  people  in  Europe 
wanted  our  low-grade  cotton,  but  we  could  not  finance  it.  We  were 
entirely  knocked  out.  As  a  result  of  this  removal  of  the  War  Finance 
Corporation,  a  lack  of  functioning  on  the  part  of  the  War  Finance 
Corporation,  we  called  a  second  meeting  in  Montgomery.  This 
meeting  was  largely  attended;  14  States  were  represented. 

Immediately  following  the  conferences  in  Washington  with  the 
Federal  Reserve  Board  and  Secretary  of  the  Treasury  we  laimched  a 
nation-wide  campaign  for  the  reestablishment  of  the  War  Finance 
Corporation,  callmg  to  our  assistance  and  cooperation  agricultural 
associations,  chambers  of  commerce,  business  organizations,  and  indi- 
viduals throughout  the  Nation.  We  conducted  this  campaign  by 
correspondence  and  through  special  committees.  As  a  result,  the 
act  for  the  reestablishment  of  the  War  Finance  Corporation  finally 
passed  through  the  House  and  Senate,  its  passage  being  bitterly 
opposed  by  Secretary  Houston.     We  are  also  informed  that  its 

SEissage  was  opposed  by  Gov.  Harding,  of  the  Federal  Reserve 
oard.  Learnmg  that  influence  was  being  brought  to  bear.to  induce 
the  PriBsident  to  veto  this  bill,  and  recognizing  the  vital  necessity  for 
passage  of  same,  we  redoubled  our  efforts  to  mduce  the  President  to 
approve  the  bill,  soliciting  for  this  purpose  the  assistance  of  every 
possible  influence  we  felt  could  be  brought  to  bear  on  the  President. 
However,  the  bill  was  vetoed  by  the  President  regardless  of  every 
effort  we  put  forth.  We  then  redoubled  our  efforts  to  have  the 
legislation  passed  hj  the  House  and  Senate  over  the  veto  of  the 
President,  and  the  bill  was  finally  enacted  into  law  reestablishing  the 
War  Finance  Corporation.  Regardless  of  its  passage,  however, 
through  the  influence  of  Secretary  Houston  and  others  the  War 
Finance  Corporation  failed  to  actively  function  for  months  after- 
wards. The  removal  of  the  War  Finance  Corporation,  thus  shutting 
off  the  instrumentality  and  the  means  whereby  exports  could  be 
made  cost  the  agricultural  producers  and  business  interests  of  this 
country  a  fabulous  sum.  It  will  be  impossible  to  file  letters  written 
concerning  the  reestablishment  of  the  War  Finance  C(ftporation  on 
account  of  the  tremendous  volume  of  same.  In  the  campaign  for 
this  reestablishment  hundreds  of  thousands  of  letters  were  written 
by  us. 

The  Chairman.  This  was  in  September  ? 

Mr.  Wannamaker.  No,  sir;  I  will  get  to  September  in  a  minute. 
The  matter  came  up  as  to  how  we  could  get  our  cotton  out  of  the 
country.  The  manufacturers  would  not  buy  except  in  a  very  limited 
way  from  hand  to  mouth.  There  was  practically  only  a  limited 
domestic  consumption  and  some  in  England.  We  decided  to  again 
do  everything  we  possibly  could  to  get  me  War  Finance  Corporation 
to  functioning,  becaxise  we  believea  if  they  imderstood  the  serious- 
ness of  the  situation  it  would  be  allowed  to  function. '  I  wrote  to 
Gov.  Harding  about  this  situation.  The  letter  is  here.  I  told  him 
we  could  not  sell  our  low-grade  cotton.  Gov.  Harding  has  introduced 
very  voluminous  correspondence  here.  I  did  not  have  the  privilege 
of  reading  it  until  last  night.  I  shall  introduce  tiie  letter  I  wrote  to 
Wm,  which  brought  forth  the  letter  in  which  he  states  that  cotton 
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is  at  a  maximum,  and  he  says  it  got  to  43  cents.  Both  those  letters 
are  here.  He  stated  that  cotton  had  got  to  the  maximum;  tk 
highest  price  it  had  been.  He  did  not  sfitte  that  it  was  the  highest 
price  that  it  was  going  to,  though. 

We  could  not  get  across  the  water  with  our  cotton,  where  they 
wanted  it.  Regardless  of  the  world  shortage,  we  could  not  get  it  to 
them.  I  then  decided  that  the  best  thing  to  do  was  to  get  m  touch 
with  the  domestic  manufacturers,  as  I  have  stated,  for  the  purpose  of 
carrying  out  his  suggestion  to  sell  our  low-grade  cotton,  i  went  to 
Boston,  as  I  have  already  stated,  and  met  with  the  manufacturers  up 
there  in  July. 

Now,  a  manufacturer  is  much  more  of  a  business  man  than  a 
farmer,  who  is  just  a  common  clodhopper  hke  myself.  I  met  some 
of  our  friends  up  there,  the  manufacturers.  They  said,  "Mr.  Wanna- 
maker,  we  would  like  to  relieve  you  on  your  cotton  situation  down 
there,  but  we  are  buying  in  a  limited  way.  Deflation  is  on.  If  we 
buy  to-day,  it  will  go  lower  to-morrow.  Cancellations  are  beginning 
to  come  in.  The  sign  has  been  hung  out.  Everybody  knows  it  wifi 
not  get  any  better  imtil  they  change  this  policy  of  mcreasing  the 
rediscount  rates,  contracting  the  currency.  UntU  they  do  that,  there 
will  be  a  contraction  of  the  currency,  and  credits  are  bound  to  be 
lower.'' 

I  left  New  England  very  despondent  and  took  the  matter  up  again 
with  the  manufacturers  in  the  South,  and  made  an  appeal  to  them  as 
southerners  that  they  should  help  us  out  of  this  situation.  The  low- 
grade  cotton  was  there  since  1914.  While  cotton  is  quoted  at  43 
cents,  we  can  not  sell  that  kind  of  grades.  If  you  could  sell  your 
entire  lot,  it  would  fetch  about  25  cents,  but  you  can  not  sell  these 
lower  grades  at  all.  The  manufacturers  told  me  to  tell  the  officials  of 
the  'association — rou  can  tell  your  friends  for  me — "We  are  not 
buying  cotton  as  long  as  this  denation  poUcy  continues  in  force.  We 
would  be  very  foolish  to  do  it,  because  if  we  bought  to-day  it  will  go 
lower  to-morrow.     It  would  be  foolish." 

I  took  it  up  with  the  individuals  among  the  manufacturers  and 
asked  them  to  buy.  I  said  to  them,  '* Will  you  buy?"  '^^^IST  ^^^' 
''No,  we  will  not  buy,  to  be  frank  with  you."  I  said,  "Will  you 
explain  this  to  me:  Cotton  is  now  at  a  high  price;  are  you  going  to 
stop  running?"  They  said,  "No;  we  have  not  stopped  running  at 
all.  The  .^nerican  and  English  manufacturers  are  running  and 
making  fabulous  profits;  they  have  no  competition  in  the  market, 
but  we  have  seen  the  handwriting  on  the  wall  about  this  artificial 
deflation."     We  could  not  get  them  to  buy. 

I  wrote  again  to  Gov.  Harding.  I  will  file  the  letter.  I  could  not 
get  the  manufacturers  to  take  the  common  grades  off  our  hands. 

Then  we  arranged  to  call  a  meeting  in  Montgomery — a  much- 
discussed  meeting.  In  Montgomery  I  invited  Gov.  Harding  to 
attend  the  meeting.  Gentlemen,  I  do  not  feel  that  I  can  quote 
confidential  letters.  I  am  not  referring  to  letters,  except  such  that 
I  feel  that  I  can  use  I  asked  Gov.  Harding  to  come  to  the  meeting. 
I  told  him  I  thought  there  would  be  175  bankers  there  and  that  the 
conference  would  be  very  largely  attended  by  representatives  of 
agriculture  and  the  various  lines  of  industry  from  every  section  of 
the  14  cotton-growing  States.  I  told  him  we  were  going  to  try  to 
solve  this  economic  problem.     I  asked  him  to  attend  the  Montgomery 
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convention.  He  wrote  back  that  he  was  very  busy  and  could  not 
attend.  He  suggested  to  me  that  I  mvite  the  diflferent  governors  of 
the  five  Federalreserve  banks  interested.  At  his  suggestion  we  sent 
a  similar  letter  to  all  the  governors.  We  sent  them  letters  asking 
them  to  come  to  the  convention.  Prior  to  the  Montgomery  con- 
vention I  asked  him  if  he  would  not  ask  the  governors  to  attend.  He 
said  that  he  could  not  do  that.  Judge  Ramsay,  one  of  the  finest 
men  m  America,  the  governor  of  the  Federal  reserve  bank  at  Dallas, 
attended  the  convention,  and  made  a  magnificent  address.  TTiere 
were  a  great  number  of  bankers  and  business  men  attended  the 
meeting.  There  was  great  distress  manifested  there.  We  called  a 
meeting  of  the  bankers'  association.  The  room  would  not  hold 
more  tnan  75,  and  the  others  could  not  get  in.  They  discussed  the 
situation,  and  Judge  Ramsay  was  in  the  meeting.  It  was  decided, 
as  we  thought,  carrying  out  Gov.  Harding's  omtu  suggestion,  that  it 
would  be  a  good  idea  for  a  committee  to  meet  wiui  the  Federal 
Reserve  Board  in  Washington  for  the  purpose  of  getting  a  better 
understanding  on  these  propositions.  As  a  result  of  that  we  wrote 
to  Gov.  Harmng  and  asked  him  if  it  would  be  entirely  satisfactory 
to  arrange  a  meeting  in  Washington. 

Let  me  refer  one  minute  to  the  Montgomery  convention.  We 
had  different  conunittees  there.  The  committee  on  price  recom- 
mendation was  in  session  three  days.  I  have  their  written  report. 
Some  of  the  most  conservative  men  in  the  South  were  on  that  com- 
mittee. Mr.  Bradford  Knapp,  who  was  formerly  in  the  Department 
of  Agriculture  here,  and  men  like  that,  were  on  the  committee, 
rhey  stayed  in  session,  and  studied  the  crop  reports  of  cotton  for 
the  years  1919  and  1920.  The  question  came  up  as  to  what  means 
to  take  to  avoid  having  a  regular  panic  in  cotton.  Buyers  were 
rery  short.  Such  men  as  Dr.  Toda  from  England,  who  is  recog- 
nized as  the  world's  greatest  economist,  attended  the  convention 
md  delivered  an  address. 

In  September,  1920,  the  cotton  growers  of  the  United  States 
found  themselves  faced  with  the  largest  crop  productions  since  1914, 
fith  exports  practically  closed  agamst  their  crops  and  with  only  a 
imited  demand  from  domestic  manufacturers  and  a  rapidly  sagging 
narket  and  demand  on  the  part  of  cotton  merchants.  Cotton 
»u]d  not  be  sold  to  the  spinners  except  in  a  very  limited  way.  The 
jpinners  frankly  stated  that  they  were  adopting  a  ''hand-to-mouth" 
K)licy  as  the  poUcy  of  artificial  deflation  meant  the  absolute  cer- 
Ainty  of  lower  prices;  that  confidence  was  destroyed  as  a  result  of 
his  policy;  and  that  the  vast  amount  of  propaganda  that  was  being 
ssued  through  the  press  and  by  special  circulars  from  high  national 
)fficials  in  Washington  had  resulted  in  driving  buyers  from  the 
narket. 

In  addition  to  this,  it  was  the  impression  of  the  cotton-consuming 
^orld,  especially  the  speculators  and  gamblers,  that  not  only  the 
otton  producers,  but  the  producers  of  all  staple  crops,  would  be 
orced  to  sell  same,  regardless  of  prices  and  demand,  as  the  Federal 
ieserye  Board  would  decline  to  permit  the  rediscounting  of  paper 
dr  this  purpose. 

In  a  desperate  effort  to  gain  some  degree  of  protection,  a  conference 
'^as  arranged  in  Washington  between  the  Federal  Reserve  Board  and 
epresentatives  of  the  American  Cotton  Association.     These  dele- 
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gates  met  in  Washington  on  the  14th  of  September,  1920,  for  this 
conference. 

We  came  to  Washington  after  making  all  arrangements  and  met  at 
the  Willard  Hotel  on  the  14th  of  September,  and  we  decided  on  five 
representatives  to  present  our  findings.  We  appointed  a  committee 
to  draft  recommendations  that  we  would  make  to  the  Federal  Reserve 
Board.  And  the  committee  was  specially  instructed  not  to  make  any 
request  that  was  sectional.  We  made  a  written  request.  It  was 
unanimously  decided  to  present  to  the  Federal  Reserve  Board  a 
written  report.  I  will  read  you  that  written  report.  It  was  decided 
that  when  this  written  request  was  presented  that  no  one  should 
open  their  mouths  in  the  meeting  witn  the  Federal  Reserve  Board, 
except  three  men;  it  was  decided  that  the  request  should  be  read 
by  sections  and  be  explained  by  Gov.  Richard  1.  Manning,  of  South 
Carolina,  and  that  Mr.  Lyday  and  myself  should  explain  it. 

The  Chairman.  Let  me  ask  you  there:  Prior  to  this  there  had 
been  a  convention  at  New  Orleans  ? 

Mr.  Wannamaker.  Yes;  in  1919.     That  is  what  I  referred  to. 

The  Chairman.  Had  there  not  been  one  in  1920? 

Mr.  Wannamaker.  No,  sir;  not  in  New  Orleans,  but  in  Mont- 
gomery, in  April,  1920,  we  held  a  very  largely  attended  conference. 

Now,  I  will  read  this  request  to  you  whicn  was  prepared  there  and 
handed  over  to  the  Federal  Reserve  Board. 

Representative  Funk.  What  is  the  date  of  that  request  ? 

Mr.  Wannamaker.  I  think  September  15,  1920.  The  request  k 
September  15,  1920,  as  follows  [reading]: 

Statement,  which  was  read,  explained  by  section,  and  presented  to  the  Fedenl 
Reserve  Board  by  a  special  conmuttee  of  the  American  Cotton  Association,  at  Wash- 
ington,  D.  C,  September  15,  1920. 

Whereas  there  being  doubt  and  uncertainty  among  the  member  banks  in  the  Rich- 
mond, Atlanta,  Dallas,  and  St.  Louis  districts  of  the  Federal  reserve  system,  arising 
out  of  an  apparent  difference  in  the  position  of  these  four  districts  as  reflected  is 
their  official  bulletins  released  from  time  to  time  as  to  the  attitude  of  the  Federal 
reserve  bank  with  regard  to  the  movement  of  and  financing  of  the  cotton  crop  so 
as  to  provide  for  its  gradual  and  orderly  marketing;  and 
Whereas  it  is  imperative  that  a  definite  understanding  be  had  on  these  points  to  restore 
confidence  and  enable  an  intelligent  and  sound  procedure  on  the  part  of  the  banks 
in  these  districts  in  handling  the  credit  situation  involved  by  reason  of  unjwece- 
dented  conditions  existing  caused  by:  1.  The  lateness  of  the  present  crop;  2.  Lack 
of  the  demand  from  the  domestic  cotton  merchants  and  manufacturers;  3.  The 
heavy  reduction  in  the  foreign  demand  on  account  of  the  complicated  foreign  situa- 
tion and  the  inability  of  the  foreign  countries  to  buy  and  pay  for  raw  cotton:  There- 
be  it 

Resolved^  That  it  is  the  opinion  of  the  delegation  of  the  American  Cotton  AsBociatioD 
that  the  situation  will  be  materially  relieved  if  the  following  suggestions  are  adopted, 
namely: 

That  such  necessary  renewals  be  granted  on  loans  based  on  agricultural  paper  now 
held  under  rediscount  from  member  banks  in  the  districts  mentioned,  to  enable  a 
gradual  and  orderly  marketing  of  the  crop  on  which  the  credits  are  based^  either  by 
the  renewal  of  the  apicultural  paper  or  the  substitution  therefor  of  commodity-eecureil 
paper  where  expedient;  or  by  loans  on  cotton  in  warehouses  with  proper  receipts,  as 
provided  for  in  section  13  of  the  Federal  reserve  act:  Be  it  further 

Re9olvedj  That  the  board  be  assured  that  these  suggestions  are  made  not  for  the  pur- 
pose of  hoarding  or  providing  credit  for  speculating  in  spot  cotton,  but  for  the  sole  pur- 
pose, as  aforesaid,  of  providing  for  gradual  and  orderly  marketing  under  the  adveise 
conditions  as  they  exist,  and  thereby  providing  a  sure  liquidation.  * 
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State  op  South  Carolina, 

County  of  Calhoun. 
Pereonally  appeared  before  me  Joseph  M.  McCabe,  who,  being  duly  sworn,  makes 
oath  that  he  recorded  the  conference  between  the  American  Cotton  Association  and 
the  Federal  Reserve  Board  at  Washington,  D.  C,  on  September  15,  1920,  and  that  the 
above  written  request  is  a  true  and  correct  copy,  and  covers  the  request  made  of  the 
Federal  Reserve  Board  at  this  conference;  that  the  said  request  was  read  by  Ex-Gov. 
R.  I.  Manning,  of  South  Carolina,  explained  by  sections,  and  delivered  to  W.  P.  G. 
Harding,  governor  of  the  Federal  Reserve  Board,  by  Mr.  Manning  during  the  session 
of  the  conference. 

Joseph  M.  McCabe. 

Subscribed  to  and  sworn  before  me  this  19th  day  of  August,  1921. 

J.  H.  Loryea, 
Notary  Public ^  South  Carolina. 

On  September  15,  1920,  in  a  joint  session  of  the  Federal  Reserve 
Board  with  over  50  representatives  of  the  14  cotton-growing  States, 
and  also  with  a  number  of  United  States  Senators  and  Congressmen, 
this  written  request  was  presented  to  the  Federal  Reserve  Board. 
The  request  was  presented  by  former  Gov.  Richard  I.  Manning,  of 
South  Carolina,  read,  explained  by  sections,  and  handed  to  Gov. 
W.  P.  G.  Harding. 

Now,  gentlemen,  following  the  reading  of  .this  report,  which  was 
explainea  by  sections — we  were  in  jomt  session— Gov.  Manning 
delivered  the  report  over  to  Gov.  Hardmg,  and  he  received  it.  Gov. 
Manninjg  asked  Gov.  Harding,  "How  much  time  can  we  have,  Gov- 
ernor ?'°  He  said,  ''All  you  want."  This  was  said  as  soon  as  he  had 
jompleted  his  reading  by  sections.  We  were  not  asking  for  any 
special  consideration  for  cotton,  but  were  simply  asking  that  this  be 
lone  for  the  purpose  of  restoring  confidence,  which  was  being 
iestroyed.  We  were  not  hoarding  our  cotton,  but  this  was  only  for 
ie  purpose  of  enabling  us  to  get  our  crop  harvested  and  get  it  to 
narket. 

Gov.  Harding  then  delivered  an  address  which  extended  something 
)ver  an  hour.  He  said  it  was  20  minutes.  He  had  a  printed  address 
n  front  of  him.  In  addition  to  that  address  he  made  some  other 
•emarks.  In  this  committee  were  some  50  men  from  the  South, 
jankers,  merchants,  and  business  men,  together  with  some  United 
States  Senators  and  Coi^essmen.  In  lus  statement  here  he  said  that 
le  promised  them  nothmg,  because  he  could  not.  In  that  meeting, 
it  the  conclusion  of  Gov.  Harding's  address,  I  got  up  and  thanked  him, 
)ecau8e  I  thought  he  had  granted  to  us  every  living  thing  we  had 
aked  him  for.  Appreciation  of  his  granting  our  request  was  also 
ixpressed  by  other  members  of  the  delegation. 

Gov.  Harding  was  requested  to  permit  the  publication  of  the 
uidress  which  he  delivered.  Copies  of  same  were  furnished,  with  the 
sxplanation  that  this  same  address  would  be  deUvered  by  him  in 
Cleveland,  Ohio,  within  a  few  days  thereafter.  Not  one  single,  soUtary 
fotd  was  mentioned,  directly  or  indirectly,  concerning  any  request 
or  anv  special  amount  for  cotton  or  for  the  rediscounting  of  any 
special  pnce  per  pound  on  cotton. 

Gov.  Harding's  statement  before  this  commission  that  a  rediscount 
rf  32  cents  per  pound  was  requested  on  cotton  in  this  conference  is 
mtirely  and  absolutely  incorrect,  as  is  proven  by  the  written  records 
)f  the  conference  and  confirmeid  by  those  who  attended  the  con- 
erence. 
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We  left  the  building  and  went  to  the  White  House  to  call  on  the 
President.  When  we  came  back  from  our  call  on  the  President, 
Gov.  Maiming  and  I  went  back  to  Gov.  Harding,  and  Gov.  Harding 
said  to  me  that  he  understood  I  had  issued  a  statement  concerning 
the  meeting.  He  said,  ^^I  wish  you  would  not  give  out  any  state- 
ment." He  had  furnished  me  in  the  meantime  a  copy  of  the  address 
he  was  to  deliver  at  Cleveland,  Ohio.  We  met  at  the  Willard  Hotel, 
and  in  that  body  at  the  Willard  were  50  men  representing,  I  think, 
some  of  the  best  men  in  the  South.  We  were  not  divided  on  political 
lines.  There  were  all  kinds  of  men  there.  There  were  several 
United  States  Senators  and  several  Congressmen  in  the  meeting. 
We  concluded  that  the  best  thing  to  do  was  to  give  a  statement  to 
a  representative  of  the  press,  and  I  asked  the  representative  of  the 
press  to  kill  the  statement  that  I  had  given  him  before.  He  said  I 
could  kill  it  if  I  wanted  to.  Then  we  met  at  the  New  Willard  Hotel 
and  prepared  a  report  and  statement  for  the  press. 

This  statement  was  prepared  by  Congressman  A.  F.  Lever  and 
Gov.  Manning,  Mr.  Lyday  and  myseli,  and  was  very  carefully 
prepared. 

Mr.  Chairman,  I  want  to  place  in  the  record  the  tele^sjns  ex^ 
changed  between  myself 'and  Gov.  Harding  in  relation  to  this  matter, 
as  f oflows  (reading) : 

St.  Matthews,. S.  C,  AvguU  8, 19tL 
W.  P.  G.  Harding, 

Chvemor  Federal  Reserve  Board, 

Washington,  D.  C, 
Press  carries  statement  that  you  testified  before  agricultural  commisedon  that  I  made 
request  Federal  Reserve  Board  that  they  rediscount  cotton  paper  basis  32  cents  -pet 
pound  middling  when  cotton  was  selling  28  cents  pound  basis  middling  New  York. 
If  you  are  misquoted  please  do  me  justice  to  have  correction  made.  If  correctly 
quoted  please  give  me  date  and  particulars  concerning  such  request.  However, 
convinced  you  are  incorrectly  quoted  as  no  such  request  was  ever  made.  In  justice 
to  sound  banking  and  based  upon  conmion  sense  I  could  not  be  induced  to  request 
rediscounts  in  excess  of  80  per  cent  market  value,  such  loans  to  be  secured  by  notes 
of  farmers  with  warehouse  certificates  and  cotton  fully  insured  and  to  be  always  fully 
margined.    Answer  quick. 

J.  S.  Wannahakbr, 
President  American  Cotton  Association. 


Washington,  D.  C,  Atigtist  8,  1921, 
J.  S.  Wannamaker, 

St,  Matthews,  S,  C. 
My  statement  referred  to  resolutions  passed  at  Montgomery  conference  September 
2,  1920,  with  reference  to  market  value  of  cotton  at  time  these  resolutions  were  pre- 
sented to  board  meeting  here  on  September  14.  Think  you  will  be  satisfied  when  you 
see  full  report  of  proceedings  that  I  did  not  misrepresent  you.  Am  not  responsible 
for  newspaper  accounts. 

W.  P.  G.  Habmng. 

St.  Matthews,  S.  C,  Augitst  9,  19S1. 
W.  P.  G.  Harding, 

Governor  Federal  Reserve  Board,  Washington,  D.  C: 
Your  telegram  8th.  Complete  stenographic  report  Washington  conference  proof 
positive  you  are  in  error  in  stating  resolutions  passed  Montgomery  conference  Sep- 
tember 2  were  presented  to  board  meeting  by  us.  Request  at  September  FedenJ 
reserve  conference  was  read  to  full  board,  explained  by  section,  and  then  preeent^ 
to  you  personally  in  writing  and  most  assuredly  should  be  in  your  files.  Steno- 
graphic report  proves  conclusively  no  request  was  made  that  loans  be  granted  on 
cotton  at  32  cents  per  pound  basis  middling.    This  request  was  that  necessary  renewal* 
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be  granted  on  loans  based  upon  a6;iicultural  paper  to  enable  gradual  and  orderly 
marketing  of  crops  on  which  credits  were  based,  either  by  renewal  of  agricultural 
paper  or  substitution  therefor  of  commodity  secured  paper  where  expedient,  or  by 
rediscounting  on  cotton  in  warehouse  with  proper  receipts  as  pro\idea  in  section  13, 
Federal  reserve  act.  Officials  and  members  association  tnroughout  Cotton  Belt  strenu- 
ously protesting  over  iniustice  of  statement  and  imdst  it  has  already  done  serious  in- 
jury to  association,  officials  of  association,  including  myself,  and  unless  immediately 
corrected  injury  will  be  far-reaching.  They  insist  I  telegraph  urging  correction  be 
made  immediately  to  investigation  commission  and  released  to  press  as  outlined 
above^  so  as  to  counteract  as  far  as  possible  previous  incorrect  statements.  I  there- 
fore urjfe  in  strongest  terms,  both  in  justice  to  yourself,  myself,  and  association,  you 
immediately  correct  your  statement  concerning  our  request  in  conformity  with  above, 
written  copy  of  which  was  delivered  to  you  at  time  and  most  assuredly  should  be  in 
your  files.  Convinced  with  this  information,  you  will  realize  serious  injustice  done 
us  and  immediately  grant  request  for  correction. 

J.  S.  Wannamaker. 
President  American  Cotton  Association. 


Washington,  D.  C,  August  9^  1921. 
J.  S.  Wannamaker, 

President  American  Cotton  Association,  St.  Matthews ,  S.  C. 
Proceedings  of  conference  September  15,  1920,  were  public  and  were  not  reported 
for  board  by  stenographer.  Can  only  refer  to  newspaper  reports  next  morning.  Ten- 
able to  find  in  board's  files  any  request  such  as  referred  to  by  your  telegram.  Would  be 
pleased  to  have  your  recollections  of  what  occurred  at  conference  September  15.  and 
will  file  same  with  agricultural  commission,  together  with  copy  of  press  statement  I 
issued  immediately  followiug  conference.  Have  examined  stenographic  record  of 
my  statement  before  commission  and  find  therein  no  statements  which  are  not  fully 
justified  by  your  letters  and  telegrams  and  by  report  of  Montgomery  committee  on 
price  recommendation,  particularly  when  considered  in  connection  with  your  tele- 
pam  August  24.  I  ^ve  commission  only  part  of  our  correspondence,  but  am  per- 
lectly  willing  to  turn  it  all  ove'r  to  them  and  have  it  incorporated  in  record. 

W.  P.  G.  HAnDi-VG. 

Note. — ^For  further  information  I  attach  copy  of  my  telegram  of  August  24,  1920, 
to  which  he  refers,  which  has  no  bearing  whatever  on  the  question  at  issue. 

J.  S.  W. 


St.  Matthews,  S.  C,  August  24y  1920. 
W.  P.  G.  HAjaoiNo, 

Governor  Federal  Reserve  Board,  Washington,  D.  C. 
All  buyers  have  withdrawn  from  cotton  market.  Manufacturers  claim  can  not  sell 
manufactured  product.  Combination  beating  down  prices  and  flooding  South  with 
bear  propaganda  urging  sell  cotton  and  insisting  Federal  reserve  will  only  extend 
credits  for  harvesting  of  crops,  but  will  not  permit  warehousing  of  same  and  holding 
until  there  is  legitimate  demand  from  manufacturer  above  cost  of  production.  This 
is  most  costly  crop  ever  produced,  and  if  South  unable  to  secure  finances  enabling  them 
to  warehouse  cotton  but  is  forced  to  sell  regardless  of  price  then  we  are  facing  calamity 
which  will  bring  serious  conditions  not  only  to  producer  but  to  every  legitimate  line 
of  cotton  industry,  and  this  in  face  of  acknowledged  fact  that  world  is  in  need  of  enor- 
mous increase  in  raw  cotton  production  and  that,  based  upon  supply  and  demand, 
producer  is  entitled  to  price  above  cost  of  production.  Every  State  in  cotton  belt 
holding  convention.  Beg  you  telegraph  pe  prior  to  convention  to-morrow,  Wednes- 
day, in  Columbia,  which  convention  will  be  attended  by  representatives  of  agricul- 
tural aud  commercial  interests  of  various  cotton-producing  States,  acceptances  to 
invitations  showing  attendance  of  three  to  five  thousand,  that  Federal  reserve  will 
extend  necessary  credits  to  enable  producer  to  harvest  his  crop  and  warehouse  same 
until  there  is  legitimate  demand  from  manufacturer  above  cost  of  production,  so  that 
he  will  not  be  forced  to  sacrifice  his  cotton.  Bears  insist  that  statement  issued  that 
Federal  reserve  will  furnish  credits  for  proper  marketing  of  crops  means  that  cotton 
must  be  immediately  placed  upon  market  after  ginning,  regardless  of  price,  and  not 
put  in  warehouse.  Such  construction  of  position  of  Federal  reserve  absolutely  un- 
thinlable.  I  beg  you  issue  statement  clarifying  situation  and  telegraph  me  fully, 
permitting  the  reading  of  your  telegram  to  convention  assembled.  Answer  care 
Anaerican  Cotton  Association,  Liberty  National  Bank  Building,  Columbia,  S.  C. 
This  of  vital  importance  to  entire  agricultural  and  commercial  life  of  South. 

J.  S.  Wannamaker, 

President  American  Cotton  Association. 
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St.  Matthews,  S.  C,  August  10, 1921. 
W.  P.  G.  Hardino, 

Governor,  Federal  Reserve  Board, 

Washington,  D.  C. 

Your  telegram  9th.  Your  offer  as  follows:  *' Would  be  pleased  to  have  your  recol- 
lections of  what  occurred  «t  conference  September  15  and  will  file  same  with  api- 
cal tural  commission  together  with  copy  of  press  statement  I  issued  immeditatly 
following  conference. "  I  have  stenographic  record  of  conference  and  written  re- 
quest was  filed  with  you,  the  correctness  of  which  can  be  vouched  for  by  myself  and 
others:  I  have  used  every  effort  po^ible  by  telegraph,  realizing  necessity  saving 
time  to  point  out  to  you  grievous  mistake  you  have  made.  I  have  pursued  this 
course  entirely  as  matter  of  justice  to  yourself,  myself,  and  association,  feeling  as- 
siu"ed  you  would  immediately  correct  said  statement  and  that  you  would  insist  that 
commission  incorporate  correction  and  that  press  carry  same.  Your  offer  to  file 
press  statement  is  distinct  disappointment  and  am  sincerely  convinced  is  unjuat  to 
yoiu^elf  and  others.  Such  a  course  would  entirely  fail  to  correct  mistake  and  undo 
injury  which  has  been  done  us.  I  urge  that  you  again  reconsider  matter  of  our  re- 
quest made  at  September  conference.  No  request  was  made  then  nor  have  I  ever 
made  request  that  Federal  resers^e  rediscount  in  excess  of  regular  legal  requiremente 
on  cotton  paper  with  warehouse  receipts,  insured,  seciu*ed  by  notes  and  saiie  majgin: 
to  be  always  maintained.  I  flatter  myself  to  extent  that  I  feel  convinced  your  judg- 
ment of  me  is  that  under  no  condition  could  I  be  induced  to  so  far  forcet  purpoee 
for  which  Federal  reserve  was  formed  as  to  jeopardize  its  ver>'  existence  by  aidvocat- 
ing  that  it  rediscount  cotton  paper,  in  excess  of  80  per  cent  of  value  of  coUon.  fully 
insured  and  stored,  secured  by  farmers'  notes,  said  paper  to  be  kept  fully  margined 
at  all  times. 

To  request  32  cents  per  pound  when  cotton  was  selling  at  28  cents  New  York 
-equivalent  to  an  outside  of  27  cents  in  the  South  would  be  on  a  par  with  bolshevistic 
banking  system  of  Russia.  It  would  entail  a  loaning  of  5  cents  per  pound  in  excess 
of  value  of  cotton  and  Ilf  cents  per  pound  in  excess  of  highest  amount  that  it  would 
be  safe  to  loan  or  which  I  would  advocate.  I  have  no  personal  feelings  in  the  matter 
except  one  of  deep  regret  over  injury  done  and  sincere  desire  to  have  mistake  cor- 
rected. Mistake  is  of  far  too  serious  nature  to  permit  it  to  stand.  If  it  goes  uncor- 
rected it  will  practically  destroy  the  little  usefulness  and  influence  I  possess  and  use- 
fulness and  influence  of  association.  Therefore,  if  you  still  decline  to  make  correc- 
tion, which  I  sincerely  assure  you  I  have  requested  you  to  make  only  as  matter  of 
justice  to  yourself,  myself,  and  association,  then  it  will  become  mv  duty  to  request 
commission  to  permit  myself  and  others  to  make  statements  and  furnish  records 
lea\ing  it  to  them  to  judge  as  to  correctness  of  question  at  issue.  Your  confusioD 
seems  to  be  due  to  fact  that  in  your  statement  you  consider  Montgomery  price  recom- 
mendation which  was  not  presented  and  had  no  bearing  on  request  made  at  Sep- 
tember conference.  You  have  entirely  overlooked  written  reauest  which  was  pre- 
sented, read,  and  explained  by  sections  and  delivered  personally  to  you.  Request 
plainly  stated  rediscounts  on  agricultural  paper  not  for  purpose  of  hoarding  or  pro- 
viding credit  for  speculating  in  spot  cotton,  but  for  sole  purpose  of  proMding  for 
gradual  and  orderly  marketing  under  adverse  existing  conditions  and  thereby  pro- 
viding a  sure  liquidation. 

J.  S.  Wannamaker, 
President  American  Cotton  Association. 


Washington,  D.  C,  August  11, 19i1. 
J.  S.  Wavnamakefj.  • 

Prcsidtnf  American  Cotton  Association,  St.  Afattheirs.  S.  C: 
Your  telet,'ram.  My  testimony  before  commission  covers  429  t>-pewritten  pages. 
Have  not  seen  ne^^'S|>aper  account  you  refer  to,  but  all  press  reports  I  have  seen  Jtfe 
incomplete,  and  for  this  reason  not  altogether  accurate.  My  testimony  contains  lit- 
eral quotations  from  your  letters  and  telegrams,  and  on  reading  it  again  on  yesterday 
I  am  convinced  it  contains  no  inaccuracies,  does  not  criticize  your  motives,  and  does 
you  no  injustice  whatever.  Statement  presented  to  board  by  yoiu*  association  spe- 
cial committee  on  September  15  last  has  just  been  found  after  thorough  search  in 
board's  general  files  and  has  been  sent  to  commission  with  request  that  it  be  printed 
with  rest  of  my  testimony.  This  wdll.  1  think,  make  fair  presentation  of  all  angiffl 
of  case.  Understand  my  testimony  will  be  printed  and  ready  for  distribution  in  few 
days  and  would  suggest  you  withhold  judgment  until  you  see  official  record  ai 
printed.     Will  mail  vou  copy  as  soon  as  obtainable. 

W.  P.  G.  Harding. 
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August  11,  1921. 
W.  P.  G.  Harding, 

Governor  Federal  Reseri'e  Boards  Washington,  D.  C: 

Your  tel^am.  On  September  15  a  special  committee  of  our  association,  compoeed 
of  leading  bankers,  merchants,  farmers,  and  business  men  from  14  cotton-growing 
States,  toother  with  a  number  of  United  States  Senators  and  Consressmen.  appeared 
before  and  presented  and  fully  explained  the  written  request  which  you  have  now 
located  in  your  files.  Our  request  was  made  for  the  purpose  of  restoring  confidence, 
for  the  further  purpose  of  promoting  orderly  marketing  of  agricultural  products,  not 
for  the  purpose  of  holding  or  hoarding  or  speculating  in  agricultural  products,  not  in 
the  interest  of  any  special  section,  but  in  the  interest  of  agriculture  and  business  of 
the  entire  nation.  The  reading  of  the  request  plainly  confirmed  this,  and  it  was  so 
stated  in  the  conference.  v 

Chairman  Anderson  of.  the  joint  commission  telegraphed  me  that  yom  testified 
before  the  agricultural  commiasion  as  follows: 

'*In  other  words,  they  wanted  us  to  sanction  a  loan  of  32  cents  a  pound  on  cotton 
which  was  worth  at  that  time  normally  on  the  market  I  think  28  cents  a  pound.  I 
think  the  chart  will  show.  And  it  went  to  25  cents  a  pound,  and  then  went  down 
ever>r  month  until  it  hit  the  bottom.*' 

This  statement  by  you  before  the  commission  has  been  furnished  to  me  by  Chairman 
Anderson  of  the  agricultural  commission,  and  the  same  statement  has  been  carried 
by  the  press  of  the  Nation,  and  unless  corrected  leaves  the  entire  special  committee 
and  those  taking  part  with  us  and  myself  condemned  in  the  records  of  the  agricultural 
commission  and  by  the  general  public  through  the  press  as  having  attempted  to  induce 
the  Federal  Reserv^e  Board  to  flagrantly  violate  the  first  principles  of  safe  banking, 
and  violate  the  law  governing  the  Federal  Reser^'e  System,  and  accord  to  the  cotton- 
producing  industry  special  consideration  to  which  no  line  of  agriculture  or  commerce 
18  entitled. 

The  written  request  which  you  have  found  proved  beyond  a  shadow  of  doubt  that 
the  statement  made  by  you  before  the  board  as  above  quoted  is  absolutely  incorrect. 
Note  you  have  sent  the  request  we  made  to  the  board  on  September  15  to  the  com- 
mission, with  request  that  it  be  printed  with  the  rest  of  your  testimony.  Mj^self  and 
the  entire  committee  stand  unjustly  condemned  in  the  records  of  the  agricultural 
commission  as  result  of  the  testimony  given  by  you  and  also  stand  unjustly  condemned 
by  the  American  public  as  result  of  the  statement  given  by  you  carried  in  the  press 
as  quoted  by  Chairman  Anderson  above. 

Therefore,  in  justice  to  yourself,  the  members  of  the  Federal  Reserve  Board  attending 
the  September  conference,  the  special  committee  and  all  who  were  engaged  in  the 
special  conference  as  outlined  above,  in  justice  to  our  association  and  the  general 
public,  your  statement  should  be  immediately  corrected  in  conformity  with  the  facts 
m  the  case,  said  correction  being  made  both  m  the  records  of  the  commission  as  they 
will  appear  in  your  statement  before  the  commission  and  through  the  AssociateH 
Press,  and  unless  this  correction  is  immediately  made  by  you,  then,  in  justice  to  all 
parties  named  above,  it  will  be  absolutely  necessary  for  us  to  make  correction  with 
agricultural  commission  and  through  press,  so  as  to  keep  the  records  straight  and  to 
furnish  the  commission  with  the  correct  facts  and  place  ourselves  in  the  correct  light. 

The  written  record  of  the  request  made  by  us  in  the  September  conference  which 
you  have  found  in  your  files  is  proof  positive  as  to  the  serious  mistake  you  made  and 
the  great  injustice  done,  and  delay  in  correction  of  this  mistake  will  add  to  the  injus- 
tice, and  most  assuredly  the  proper  course  to  pursue  is  for  this  mistake  to  be  cor- 
rected by  you  instead  of  by  us.  Will  you  please  file  copy  of  this  telegram  and  copies 
of  the  several  tele^ms  we  have  sent  you  in  the  last  few  days  concerning  this  matter, 
together  with  copies  of  your  replies,  with  the  commission  and  have  same  appear  in 
that  section  of  the  records  carrying  your  statement,  so  as  to  further  clarify  the  matter, 
in  addition  to  issuing  correction  requested? 

J.  S.  Wannamaker, 
President  American  Cotton  Association. 


Washington,  D.  C,  Augmt  12,  1921, 
J.  S.  Wannamaker, 

President  American  Cotton  Association^  St.  Matthews,  S.  C. 
I  tun  not  agree  with  conclusions  reached  in  your  tele^m  August  11,  but,  in  accord- 
ance with  request,  have  sent  all  our  recent  telegraphic  corre-»pondence  to  Chairman 
Anderson,  agricultural  commission,  for  such  dispostion  as  he  niay  wish  to  make  of  it. 
Every  statement  made  by  me  is  borne  out  by  correspondence  introduced  at  hearing 
and  [  have  nothing  further  to  give  to  press  at  this  time. 

W.  P.  G.  Harding. 
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I  also  want  to  read  the  affidavit  of  the  stenographer  recording  the 
conference  of  the  representatives  of  the  American  Cotton  Association 
with  the  Federal  Reserve  Board  September  14  and  15, 1920,  as  to  the 
correctness  of  request  made  by  the  association,  the  press  statement 

f prepared  bv  the  association,  and  as  to  what  transpired  at  the  con- 
erence  with  the  Federal  Reserve  Board,  as  follows  (reading) : 

State  op  South  Carouna, 

County  of  Calhoun, 

Personally  appeared  before  me  Joseph  M.  McCabej  who  makes  oath  that  he  waa 
employed  in  the  capacity  of  sten^rapher  for  the  special  committee  of  the  American 
Cotton  Association  which  met  at  Washongton,  D.  C.,  on  September  14  and  15,  1920. 
That  at  the  meeting  of  the  committee  held  at  the  New  Willard  Hotel,  Washington, 
D.  C,  on  September  14,  1920,  after  a  full  discussion,  a  special  subcommittee  wa^ 
appointed  to  prepare  a  written  request  to  be  made  of  the  Federal  Reserve  Board;  that 
this  committee  retired,  prepared  this  request,  submitted  it  back  to  the  full  delegation, 
and  same  was  unanimously  adopted  and  on  motion  unanimously  carried.  That 
ex-Gov.  R.  I.  Manning,  of  South  Carolina;  D.  E.  Lyday.  of  Texas;  and  J.  S.  Wanna- 
maker,  of  South  Carolina,  were  appointed  as  spokesmen  for  the  delegation  at  the  con- 
ference with  the  Federal  Reserve  Board,  Mr.  Manning  beingdeaij^nated  to  read  the 
said  request,  explain  same,  and  deliver  it  to  Gov.  W.  P.  G.  Harding,  as  head  of  the 
Federal  Reserve  Board;  and  it  was  specifically  agreed  that  no  other  request  would  be 
made  except  that  contained  in  the  written  request. 

That  in  the  joint  session  with  the  Federal  Reserve  Board  these  instructions  were 
complied  with  and  no  other  request  was  made-of  the  Federal  Reserve  Board  except 
the  written  request,  a  copy  of  which  is  attached  hereto;  that  this  request  was  read 
by  ex-Grov.  R.  I.  Manning,  read  by  sections  and  delivered  to  Gov.  W.  P.  G.  Harding; 
that  the  request  was  discussed  and  the  importance  of  the  action  requested  therein 
being  taken  was  emphasized  by  D.  E.  Lyaay  and  J.  S.  Wannamaker.  That  Ooy. 
Harding  delivered  a  length j^  address  before  the  conference,  using  as  a  basis  of  hi? 
address  a  written  address  which  he  had  prepared  to  be  delivered  at  Cleveland,  Ohio, 
shortly  after  the  conference.  That  after  completing  the  delivery  of  his  addre^J 
J.  S.  Wannamaker  reauested  copies  of  Gov.  Harding's  address  for  publication,  stating 
that  the  delegation  felt  a  release  of  same, would  prove  of  much  benefit  to  the  reestalv 
lishment  of  confidence;  that  the  policy  of  the  Federal  Reserve  Board  as  outlined  in 
said  address  would  result  in  granting  even  more  liberal  treatment  than  requeet^ 
in  their  written  request,  and  that  they  expressed  sincere  appreciation  of  this  action, 
stating  they  felt  it  would  bring  not  only  great  benefits  to  tne  cotton  growers  of  the 
South  but  to  the  agriculture  and  conmierce  of  the  entire  Nation. 

(Signed)'         Joseph  M.  McCabe. 

Subscribed  to  and  sworn  before  me  this  19th  day  of  August,  1921. 

J.    H.    LORYEA, 

Notary  PubliCy  South  Carolina. 

I  want  to  read  the  statements  in  the  letters  from  the  men  who 
attended  that  convention.  Some  of  them  are  here,  and  if  you  call 
upon  them  they  will  be  glad  to  testify.  These  telegrams  I  hare 
already  asked  to  read  into  the  record,  and  have  read  them. 

The  Chairman.  Those  were  the  telegrams  between  you  and  Gov. 
Harding? 

Mr.  Wannamaker.  Yes,  sir.  Here  is  a  telegram  from  WiUiam 
Coleman,  of  Union,  S.  C,  as  follows  [readingl: 

Union,  S.  C. 
J.  S.  Wannamaker, 

President,  St.  Matthews,  S.  C: 
Your  letter;  feel  sure  of  weapon  being  true;  doubt,  however,  vour  long-range 
policy;  suggest  you  go  to  Washington  and  tell  the  truth  or  that  you  toll  the  beu;  take 
men  like  Gov.  Manning  with  you,  and  if  you  so  desire  I  shall  be  glad  to  jo'p  you 
there  regardless  of  expense  of  time  and  money.  '^' 

WiLUAM  COLKMAN. 

Here  is  a  letter  from  H.  W.  Fraser,  of  Georgetown,  S.  C,  which 
is  as  follows  [reading]: 
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August  15,  1921. 
Mr.  J.  S,  Wannamakeb, 

President  American  Cotton  Association^  St.  Matthews^  S.  C. 
Dear  Sm:  Yours  of  August  12  received.    I  remember  that  at  the  meeting  in 
Washington  the  request  that  we  made  to  the  Federal  Reserve  Board  was  as  you  have 
it,  that  we  asked  for  no  specific  amount  to  be  loaned  on  cotton.     Evidently  Gov. 
Harding  got  mixed  up  on  the  Montgomery  proposition.    1  am  not  at  all  sure  that  I 
could  go  to  Wadiington  as  business  here  requires  practically  every  moment. 
I  am  returning  herewith  the  papers  sent  us. 
Mth  kind  re^irds. 
Yours,  very  truly, 

H.  W.  Fraser,  President, 

The  following  is  a  letter  from  ex-Gov.  Richard  I.  Manning,  written 
from  Columbia,  S.  C.  [reading]: 

August  13,  1921. 
Mr.  J.  S.  Wannamaker, 

St.  Matthews,  S.  C. 

Mt  Dear  Mr.  Wannamaker:  I  have  yours  of  the  12th  with  inclosures. 

I  have  read  the  copy  of  the  statement  made  before  the  Federal  Reserve  Board 
September  15,  1921,  and  the  same  is  correct  also  the  stenographic  report  of  that  con- 
ference. 

I  had  a  talk  with  Gov.  Harding  day  before  yeasterday  in  Washington.  He  asked 
me  to  say  to  you  that,  if  you  would  wait  until  he  gets  a  typewritten  statement  of  his 
testimony  before  the  congressional  committee,  you  will  be  satisfied  that  he  did  not 
make  the  statement  that  we  asked  for  loans  of  32  cents  per  pound,  basis  middling,  in 
New  York.  I  told  him  that  we  had  made  no  such  reauest;  he  said  that  the  testimony 
covered  400  pages  and  that  you  would  be  satisfied  wnen  you  saw  that  report.  I  am 
positive  that  we  made  no  mention  of  any  loan  price  at  the  meeting  in  Washington. 

I  would  cheerfully  appear  before  the  comn^ittee  if  summoned,  not  only  to  clear  up 
this  matter,  but  to  emphasize  the  conditions  before  us  and  the  necessity  for  financing 
the  cotton  this  fall  when  I  apprehend  the  demand  will  not  be  suflicient  to  absorb  the 
offerings  and  that  the  policy  of  making  loans  on  cotton,  properly  warehoused  and 
insured,  is  necessary  ac:ain  to  prevent  disaster,  not  only  to  the  growers,  but  to  the 
banks  and  to  prevent  loss  to  the  Nation. 

I  s^d  this  at  once  and  will  take  up  the  other  matters  without  delay. 
Sincerely,  yours. 

Rich.  I.  Manning. 

I  expect  to  see  money  easier  and  rates  lower  this  fall. 

I  will  also  read  a  letter  received  from  R.  C.  Hamer,  of  Columbia^ 
S.  C.  [reading]: 

August  16, 1921. 
Hon.  J.  S.  Wannamaker, 

St.  Matthews,  8.  C. 
My  Dear  Mr.  Wannamaker:  I  have  your  letter  relative  to  the  conference  held 
with  the  Federal  Reserve  Board  of  Washington  on  September  15,  1920;  also  inclosure 
including  telegrams  passed  between  Gov.  Harding  and  yourself  and  stenographic 
copy  of  tne  report  of  the  meeting:  also  statement  which  was  read  and  explained  section 
bv  section  and  presented  to  the  Federal  Reserve  Board  by  a  special  committee.  All 
of  these,  at  your  request,  I  am  retiuning  for  your  files. 

According  to  my  best  recollection  the  statement  which  was  presented  to  the  FedenU 
Reserve  Board  with  the  request  is  absolutely  correct.  The  stenographic  report  of  the 
conference  is  also  correct. 

I  read  with  much  interest  the  telegrams  that  you  have  received  from  Gov.  Harding 
and  feel  sure  that  he  is  laboring  under  the  wrong  impression  as  to  our  request  made  of 
the  Federal  Reserve  Board  on  September  15.  • 
If  I  can  be  of  further  service  or  furnish  additional  information  please  call  upon  me. 
Wishing  you  much  success  in  your  undertaking  and  with  kind  r^ards,  I  am. 
Sincerely,  yours, 

R.  G.  Hamer, 
President  South  Carolina  Cotton  Association. 
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Here  is  a  letter  from  L.  I.  Guion,  also  of  the  South  Carolina  diviion 
of  the  American  Cotton  Association,  as  follows  [reading] : 

LuGOPF,  S.  C,  August  15, 19tl. 
J.  S.  Wannamaker, 

President  American  Cotton  Association^  St.  Matthews,  S.  C. 

Dear  Mr.  Wannamaker:  Yours  of  12th  came  to  me  to-dajr,  evidently  being 
delayed.  You  are  absolutely  correct  in  your  memory  of  our  meeting  in  WaaniiigtoiL 
Nothing  was  ever  said  about  the  amount  per  pound  to  be  loaned  on  cotton.  Further- 
more, in  repl>dng  to  Gov.  Harding's  reference  to  coming  to  Washington  "beggiBg," 
you  TK^tively  stated,  with  indi^iation,  that  before  you  would  beg  him  or  anyone 
else  for  anytHing  you  would  be  willing  for  the  South  to  return  to  conditions  existing 
in  the  South  during  the  sixties,  plow  a  mule  for  a  li\dng,  see  the  schoolhouses  cloeed. 
and  again  sleep  under  a  roof  through  which  you  could  see  the  stars.  You  further 
stated  you  were  only  asking  for  what  we  were  entitled  to. 

The  ^eatest  damage  the  Federal  Reserve  Board  has  done  has  been  by  innuendo- 
grapevine  telegraph — tissuing  statements  that  were  cross-eyed  and  constituting  them- 
selves an  advertising  agency  to  depress  business.  Gov.  Harding  and  his  jmls,  includ- 
ing D.  F.  Houston,  absolutely  destroyed  confidence  throughout  America  and  his 
statement  concerning  our  conference  in  Washington  further  convinces  me  of  his 
imfitness  to  hold  the  nigh  office  he  occupies. 

I  will  write  the  letters  asked  for  but  please  do  not  expect  me  to  clothe  my  indigna- 
tion under  such  a  cloak  as  ''scintilla  of  correctness."    Nothing  short  of  ftooeevelt'fl 
*'damn  Lie"  will  cover  the  statement  of  Gov.  W.  P.  G.  Harding. 
Yours,  truly, 

L.  I.  Guiox. 

If  I  can  servo  you,  of  course,  I  will  go  to  Washington,  but  I  am  verj^  busy  and  very 
^hort  of  funds;  but  I  will  go  if  I  can  be  of  service. 

L.  I.  G. 

The  following  is  a  letter  from  Lem  Banks,  of  Memphis,  Term, 
[reading] : 

•  August  15,  1921. 

Mr.  J.  S.  Wannam.\ker, 

St.  Matthews,  S.  C. 

Dear  Sir:  Yours  of  the  12th  received.  In  reply  thereto  will  say  that  my  reccllec- 
tion  of  the  Washington  conference  is  that  after  considerable  conaderation  the  com- 
mittee prepared  the  statement  which  was  presented  to  Mr.  Harding  by  you,  Gov. 
Manning,  and  Mr.  Lyday.  I  have  no  recollection  of  any  specific  sum  being  mentioned 
when  the  matter  was  presented  to  Mr.  Harding.  At  mat  time  some  people  who  had 
attended  the  Montgomery  meeting^  felt  that  the  recommendation  there  was  too  high 
and  that  it  would  hardly  be  sustained  no  matter  what  was  done;  however,  what  wis 
done  at  the  Montgomery  meeting  was  merely  a  recommendation. 

The  absurdity  seems  to  me  to  appear  on  its  fieice,  if  Gov.  Harding  thinks  that  men 
considered  reasonably  sane  spent  their  money  and  time  to  attend  a  conference  ai 
Washington  and  then  urge  him  to  advance  32  cents  a  pound  on  cotton  that  was  only 
worth  28  cents.  It  seems  to  me  that  Gov.  Harding  oi  necessity  must  draw  the  con- 
clusion that  he  misunderstood  the  conference  at  Washington,  as  it  was  represented  to 
him  at  that  time,  or  else  the  people  who  attended  that  conference  were  common  everj- 
<lay  fools. 

In  accordance  with  your  request  I  am  writing  a  letter  to  the  parties  mentioned  in 
your  letter  and  inclose  you  a  copy. 

You  no  doubt  recall  that  the  newspaper  gave  a  very  garbled  account  of  the  meeting 
of  the  conference  with  Gov.  Harding.  It  is  my  impression  that  the  newspapers  of  the 
United  States,  at  least  many  of  them  that  are  of  most  influence,  are  controlled  by  the 
people  who  either  do  not  understand  southern  agricultural  conditions  or  find  it  to 
their  interest  not  to  give  a  square  deal  and  accurate  reports  in  such  meetings. 

It  is  my  idea  that  probably  Gov.  ifarding  formed  his  opinion  of  what  the  South 
wanted  from  the  newspaper  reports  of  the  Montgomery  meeting,  and  that  with  that 
lodged  in  his  mind  the  conference  at  Washington  was  of  no  particular  effect. 

I  am  not  able  to  go  to  Washington,  and  if  I  were  in  position  to  go  I  do  ndt  see  that  ii 
would  be  of  any  particular  value.  AVTiat  particular  .difference  does  it  make  now 
whether  28  cents  or  32  cents  was  mentioned  at  the  conference?  As  I  understand  the 
proposition,  it  is  something  to  be  done  for  the  present  and  future  rather  than  what 
toot  place  at  a  conference  in  the  past.    Of  course,  you  understand  that  I  thoroughl) 
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sympathize  with  your  effort  to  relieve  yourself  as  prefddent  of  the  association  of  the 
apparent  absurd  position  in  which  Gov.  Harding's  statement  might  plaoe  you,  but 
on  the  other  hand  I  think  the  commission  itself  will  realize  that  you  could  not  have  , 
been  guiltv  of  the  absurdity. 
I  herewith  return  the  papers  which  you  inclosed  with  your  letter. 
Yours,  very  truly, 

Lem  Banks. 

The  following  is  a  letter  written  on  August  15,  1921,  to  Senator 
McKellar  [reading] : 

August  15,  1921. 
Hon.  K.  D.  McKellar, 

Washington,  D.  C 

Dear  Sir:  I  have  a  letter  from  Mr.  J.  S.  Wannamaker  stating  that  recently,  in  his 
testimony  before  your  commission,  Gov.  Harding  uses  these  words  with  reference  to 
the  presentation  bv  the  committee  of  the  American  Cotton  Association  at  Washington, 
September  15,  1920: 

"In  other  words,  they  wanted  us  to  sanction  a  loan  of  32  cents  a  pound  on  cotton 
which  was  worth  at  that  time  normally  on  the  market,  I  think,  28  cents  a  j)ound." 

I  was  a  member  of  this  committee  and  was  present  when  the  matter  was  presented 
to  Mr.  Harding,  and  certainly  Mr.  Harding  is  in  serious  error  in  making  tne  above 
statement.  It  seems  to  me  that  upon  the  face  of  it  neither  he  nor  any  member  of 
the  commission  could  think  that  men  of  reasonable  intelligence,  even  though  farmers, 
would  have  gone  to  Washington  and  spent  the  necessary'  time  and  money  to  urge  the 
Federal  Reserve  l^oard  to  make  loans  of  32  cents  on  cotton  which  was  tKen  selling  at 
2^  cents.  At  the  meeting  held  in  Montgomer\'  early  in  September  there  was  a  recom- 
mendation made  that  the  farmers  should  hold  their  cottoH  for  32  cents,  as  I  recall  the 
figure.  That  was  by  no  moans  with  the  approval  of  all  who  were  at  the  first  Mont- 
eomer>'  conference.*  It  was  merely  a  recommendation  of  that  conference,  and  I 
imagine  Mr.  Harding,  from  some  ne\v*spaper  report,  got  the  32  cents  fiyed  in  his  mind 
and  thought  it  applied  to  the  meetinc  which  he  had  with  the  committee. 

A  statement  less  than  one  page  in  length  was  carefully  prepared  and  presented  to 
the  Federal  Keser\'e  Board  tn rough  Gov.  Harding,  in  which  no  specific  figure  was 
named,  but  the  request  was  made  that  renewals  of  existing  loans  be  allowed  and  that 
loans  be  made  on  cotton  properly  warehoused  to  enable  gradual  and  orderly  market- 
ing of  the  crop.  No  doubt  you  have  had  presented  to  you  by  Mr.  Wannamaker  a 
copy  of  this  statement,  so  T  merely  give  the  substance  of  it  in  this  letter. 

It  seems  to  me  that  there  is  clearly  a  misunderstanding  and  confusing  in  Gov. 
Harding's  mind  of  the  recommendation  of  the  general  meeting  at  Montgomery  with 
what  was  presented  to  him  bv  the  special  committee  at  Washington.  I  heartily 
agree  with  Mr.  Wannamaker  tliat  the  members  of  this  committee  ought  not  to  be 
placed  in  the  absurd  f)osition  in  which  they  will  ap]>ear  if  this  statement  of  (iov. 
Ilardinc  remains  uncorrected. 
Yours,  very  truly, 

Lem  Banks. 

I  will  also  read  a  letter  from  L.  S.  Tomlinson,  of  Wilson,  N.  C,  as 
follows  [reading] : 

August  15,  1921. 
Mr.  J.  S.  Wannamaker, 

Presidejit  American  Cotton  Association,  St.  Matthews,  S.  C. 

My  Dear  Mr.  Wannamaker:  Your  letter  of  x\ugiipt  12  inclosing  correspondence 
with  Gov.  Harding  and  Mr.  Anderson  has  been  read  with  a  great  deal  of  interest. 
Every  day  since  reading  Gov.  Harding's  statements  before  the  investigating  com- 
mittee I  have  been  thinking  of  writing  you .  » 

My  mind  is  ver\'  clear  as  to  what  took  place  before  the  Federal  Reserve  Board  at 
oiir  conference  on  September  15,  1920,  ana  know  positively  that  32  cents  or  no  other 
amount  was  mentioned.  In  fact,  we  did  not  ask  for  any  specific  amount  to  be  advanced 
against  cotton.  What  Gov.  Manning,  Mr.  Lyday,  and  yourself  had  to  say  and  Gov. 
Harding's  reply  as  shown  in  the  stenographic  rejwrt  is  my  distinct  recollection  of 
what  happened. 

I  believe  I  could  have  repeated  the  report  of  the  committee  from  the  American 
<^'otton  Association  adopted  by  the  full  committee  and  presented  by  Gov.  Manning 
seotion  by  section  to  the  Federal  Reserve  Board . 

It  is  very  unfortunate  that  Gov.  Harding  should  have  made  such  statements  before 
the  invest^ting  committee.    The  amazing  feature  of  the  situation  is  the  fact  that  he 
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is  not  willing  to  correct  the  statement;  being  convinced  that  he  has  ousrepreetfitcd 
our  association  it  seems  to  me  he  should  hasten  to  correct  the  impression  that  has 
gone  out  from  Washington  through  the  newspapers. 

If  you  go  to  Washington  to  appear  before  the  investigating  committee,  notwithstand- 
ing the  fact  that  I  have  given  a  majority  of  my  time  for  the  last  five  years,  I  will  be 
glad  to  accompany  you  on  this  errand.  I  am  leaving  to-day  for  Richmond  to  attend 
the  directors'  meeting  of  the  retail  merchants'  conference  of  Vii^nia,  the  Carolinaa, 
and  Geargia.  Therefore,  I  will  not  have  time  to  write  our  Congressmen  and  Senators 
as  you  suggest.  But  on  my  return  home  the  latter  part  of  this  week,  if  that  will  not 
be  too  late,  I  will  be  glad  to  do  as  you  have  requested. 

I  am  truly  sorry  to  learn  that  your  health  is  not  good.  Hope  you  will  soon  be 
strong  again  and  that  Gov.  Harding  will  recognize  the  necessity  and  justice  of  making 
a  corrected  statement  before  the  commission  and  will  give  the  press  a  copy. 

With  land  personal  regards  and  assurance  of  my  esteem,  I  am, 
Very  truly,  yours, 

L.  S.  TOMLINSON. 

The  following  is  a  letter  written  by  J.  A.  Brown,  of  Chadboiirn, 
N.  C,  to  Senator  F.  M.  Simmons  [reading]: 

August  13,  1921. 
Hon.  F.  M.  Simmons, 

Washington^  D.  C. 
Dear  Senator:  I  note  from  press  reports  that  Gov.  Harding,  of  Federal  Reserve 
Board,  has  been  quoted  as  saying  that  the  Southern  Cotton  Association  through  ite 
committee  that  appeared  before  the  board  September  15, 1920,  advocated  or  reque^it^d 
loans  on  cotton  at  32  cents  ^per  pound. 

If  Gov.  Harding  did  so  state  he  was  in  error,  as  I  was  a  member  of  the  committee  and 
insisted  that  the  committee  present  its  views  in  writing,  which  was  done,  and  a  cq>y 
filed.    The  statement  of  Gov.  Harding,  if  correctly  reported,  is  an  error. 

I  feel  that  the  committee  should  be  heard,  as  it  places  ex-Gov.  R.  I.  Manning  and 
Senator  Dial  and  about  40  others  in  a  ludicrous  position. 

I  must  think  that  Gov.  Harding's  mind  is  a  little  confused  and  that  he  has  the  state- 
ment of  some  indindual  confounded  with  the  committee  that  appeared  before  the 
board  September  15,  1920. 
Yours,  very  truly, 

J.  A.  Brown. 

This  is  a  letter  from  J.  W.  McGrath,  president  of  the  Mississippi 
division  of  the  American  Cotton  Asssociation  [reading]: 

Brookhaven,  Miss.,  Augtist  16,  19tl. 
Mr.  J.  S.  Wannamaker, 

St.  Matthews,  S,  C. 

Dear  Mr.  Wannamaker:  Yoiu*  special-delivery  letter  of  the  13th  instant  rec^ved. 

I  was  one  of  the  committee  of  five  which  was  appointed  at  the  caucus  held  on  the 
night  of  September  14,  1920,  to  prepare  the  statement  which  was  presented  to  the 
Federal  Reserve  Board  by  the  comnuttee  of  50  on  the  following  day. 

This  paper  was  what  its  caption  indicates — a  statement  of  facts  regarding  the  finan- 
cial condition  then  existing  in  the  cotton-growing  States  of  the  South. 

I  gave  close  attention  to  the  explanations  made  at  the  conference  with  the  Federal 
Reserve  Board  by  ex-Gov.  Manning,  of  South  Carolina,  Mr.  D.  E.  Lyday,  of  Texas, 
and  yourself. 

I  also  gave  undivided  attention  to  the  response  of  Gov.  W.  P.  G.  Harding  and  heard 
the  paper  he  read  for  our  edification. 

^  At  no  time,  neither  at  the  caucus  held  the  night  before,  nor  at  the  joint  conference 
held  with  the  Federal  Reserve  Board  on  the  morning  of  September  15,  1920,  was 
any  mention  made  of  such  a  ridicidous  request  that  the  Federal  Reserve  Board  be 
asked  to  discount  agricultural  paper  based  on  cotton  at  32  cents  per  pound  when  the 
market  value  was  only  38  cents  per  pound. 

This  committee  of  50  consisted  principally  of  business  men,  and  it  is  an  insult  to 
their  intelligence  to  think  that  they  would  entertain  such  a  silly  proposition. 

I  think  you  should  demand  a  hearing  before  the  investigating  committee  if  Gov. 
Harding  refuses  to  make  correction. 
Very  truly,  yours. 

J.  W.  McGkath. 
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P.  S. — ^There  is  no  doubt  that  the  enforced  deflation  plan  of  the  Federal  Reserve 
Board,  aided  by  the  Secretar^r  of  the  Treasury  Houston,  has  brought  about  the  terrible 
buainesB  depression  from  which  the  country  has  been  suffering  lor  over  a  year.  The 
persistent  newspaper  statements  which  were  credited  to  Messrs.  Houston  and  Harding 
nad  a  tendency  to  put  fear  in  the  hearts  of  all  of  us. 

I  suppose  they  meant  well,  but  they  played  h . 

The  following  is  a  letter  written  by  R.  E.  L.  Wilson,  of  Wilson, 
Ark.,  to  the  chairman  of  the  commission  [reading] : 

August  16, 1921. 
Hon.  Sydney  Anderson, 

Chairman  of  Affricultwral  Investigating  Commission^  Washington^  D,  C. 
My  Dear  Sir:  My  attention  has  been  called  to  certain  statements  recently  made 
before  your  committee  by  the  Hon.  W.  P.  G.  Harding,  governor  of  the  Federal  Reserve 
Board,  to  the  effect  that  at  a  conference  held  in  Washington  on  September  15,  1920, 
between  the  American  Cotton  Association  and  the  Federal  Reserve  Board,  that  the 
American  Cotton  Association  asked  the  Federal  Reserve  Board  to  grant  loans  of  32 
cents  per  pound  basis  middling  cotton,  which  was  selling  at  that  time  at  28  cents  per 
pouna  basis  middling  in  New  York. 

I  was  present  and  participated  in  the  conference  referred  to,  and  I  know  Mr.  Hard- 
ing's statement  to  be  incorrect.  No  such  rec^uest  was  ever  made  at  the  conference. 
Mr.  Harding  has  cast  reflection  upon  the  entire  South  by  making  this  statement,  and 
the  integrity  of  the  delegates  to  the  conference  is  questioned;  yet  it  is  my  understand- 
ioe  that  Mr.  Harding  after  having  his  attention  called  to  his  misstatement  absolutely 
refuses  to  correct  or  retract  the  same. 
I  ask  that  this  letter  be  read  into  the  minutes  of  your  proceedings. 
Yours,  very  truly, 

R.  E.  L.  Wilson. 

This  letter  is  from  J.  A.  Moss,  of  Washington,  Ga.,  as  follows 
[reading]: 

August  18,  1921. 
Mr.  J.  S.  Wannamaker, 

President  Am>erican  Cotton  Association^  St.  Matthews^  S.  C. 
Dear  Sir:  Yours  of  the  12th  received  and  contents  noted.  In  reply  I  will  say  at 
no  time  during  the  meeting  in  Washington,  D.  C,  of  September  15,  1920,  did  I  hear 
any  such  proposition  to  Gov.  Harding  of  the  Federal  Reserve  Board,  asking  that  the 
board  advance  32  cents  a  pound  on  cotton  when  it  was  bringing  only  28  cents  upon 
middling  basis  in  New  York.  No  such  request  was  ever  made  in  my  presence  or  in 
my  hearing,  but,  the  request  formulated  by  the  committee  appointed  by  the  delega- 
tion of  Gov.  R.  I.  Manning,  of  South  Carolina,  D.  E.  Lyday,  of  Texas,  and  yourself, 
and  copy  of  which  is  inclosed,  is  the  correct  request  made  to  the  Federal  Reserve 
Board  on  said  date  and  you  are  entirely  correct  in  youi*  denial  of  the  statement  that 
we  ever  made  a  proposition  for  a  loan  of  32  cents  per  pound  for  cotton  when  it  was 
only  28  cents  upon  middling  basis  in  New  York. 

I  would  be  glad,  if  possible,  to  meet  you  in  Washington,  D.  C,  if  you  will  notify 
me  of  the  time  when  you  will  appear  before  the  Agricultural  Committee.    I  shall 
write  our  Congressmen  and  Senators  giving  them  the  facts  as  I  recollect  them. 
Wishing  you  success  in  your  noble  fight  for  this  cause,  I  am, 
Respectfully, 

J.  A.  Moss, 
One  of  Committee. 

Montgomery,  Ala.,  August  19,  1921. 
Mr.  J.  S.  Wannamaker, 

President  American  Cotlcm  Association,  St.  Matthews,  S.  C. 
Dear  Mr.  Wannamaker:  I  hereby  certify  that  the  report  submitted  to  me  by  you 
ia  a  correct  copy  of  the  report  as  made  of  our  conference  with  the  Federal  Reserve 
Board  on  September  15,  1920. 
Yours,  very  truly, 

Jos.  O.  Thompson, 
General  Manager  Alabama  Division,  American  Cotton  Association. 
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The  Chairman.  Let  me  ask  you  a  question  about  this  to  see  if  1 
can  get  it  straight  in  my  own  mind.     At  this  Montgomery  conven- 
tion, which  was  a  convention  of  cotton  people,  all  over  tfie    South 
certain  representations  were  made  ? 
Mr.  Wannamaker.  Yes,  sir. 

The  Chairman.  Did  they  at  this  convention  select  the  committee 
which  subsequently  met  with  the  Federal  Reserve  Board? 

Mr.  Wannamaker.  Yes;  but  it  had  nothing  whatever  to  do 

The  Chairman  (interposing).  Well,  never  mind  what  it  had  to 
do  with  it.     Answer  the  question. 

*  Mr.  L.  S.  ToMUNSON.  Mr.  Chairman,  this  recommendation  of 
the  40  cents  a  pound  was  made  at  the  semiannual  meeting  of  the 
cotton  association  September  3,  1920.  Then  there  was  another 
conference  composed  of  bankers  only  called,  not  of  the  growers,  at 
a  later  date,  wnich  had  nothing  to  do  with  this  40  cents  a  pound 
recommendation,  but  which  appointed  a  committee  to  come  to 
Washington. 

The  Chairman.  There  was  a  recommendation  at  the  Montgomery 
convention  ? 

Mr.  Wannamaker.  Yes;  we  do  that  every  year,  but  it  had  no 
bearing  on  this  thing  whatever. 

Now,  instead  of  the  carefully  prepared  statement  which  was  pre- 
pared by  Congressman  Lever,  and  Gov.  Manning,  and  others,  there 
was  a  (uflFerent  statement  appeared  in  the  press  the  next  morning 
stating  that  representatives  of  the  cotton  men  came  before  the 
Federal  Reserve  Board  and  asked  for  $500,000,000  for  the  purpose 
of  holding  their  cotton,  and  that  they  were  told  to  go  back  horne 
and  stand  on  their  own  feet.  They  were  to  go  back  home  and  quit 
talking  calamity;  and  they  were  to  quit  thinking  that  the  Govern- 
ment IS  an  eleemosynary  institution,  and  so  on.  The  statements 
appeared  in  the  press. 

I  wrote  to  Gov.  Harding  and  told  him  I  was  mortified  at  the 
statements  that  appeared  m  the  press.  He  wrote  back  and  said 
that  he  was  not  responsible  for  the  statements. 

The  Chairman.  Was  there*  a  record  made  of  these  proceedings 
before  the  Federal  Reserve  Board  ? 

Mr.  Wannamaker.  Yes;  I  have  read  them  to  you,  and  am  going 
to  read  you  the  rest  of  them.  I  have  read  you  copies  of  telegrams 
between  Gov.  Harding  and  myself,  and  the  letters  irom  some  of  the 
men  who  were  present  at  that  meeting. 

The  Chairman.  Have  you  got  a  copy  of  these  Montgomery 
recomjnendations  there  ? 

Mr.  Wannamaker.  Yes,  sir. 

The  Chairman.  You  may  put  those  into  the  record. 

Mr.  Wannamaker.  I  will  oe  glad  to  do  so.  Gov.  Harding  has 
already  put  them  in  the  record. 

The  Chairman.  There  is  no  dispute  then  as  to  what  is  in  the 
record  ? 

Mr.  Wannamaker.  They  have  nothing  to  do  with  this  hearing 
at  all.     Gov.  Harding  has  a  copy  of  the  Montgomery  resolution. 

Representative  Ten  Eyck.  The  meeting  you  re^r  to  is  the 
Washington  meeting  ? 

Mr.  Wannamaker.  Yes.  As  a  result  of  this  exchange  of  tele- 
grams between  Gov.  Harding  and  myself — the  telegrams  which  I 
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have  read — ^he  said  that  he  did  not  have  the  request.  I  said  I  had 
a  stenoOTaphic  report  of  the  meeting,  and  I  insisted  on  him  placing 
it  right  Defore  the  public.  I  said  I  had  the  written  request.  He  said 
'^1  will  file  it  with  the  board  and  attach  your  request  for  a  conference, 
if  you  will  send  it  to  me,  and  will  also  attach  the  newspaper  accounts 
of  the  conference  which  I,  Gov.  Harding,  prepared.  The  only 
newspaper  account  I  would  have  to  have  you  enroll  in  j^our  records. 
is  that  one,  because  it  was  not  true.     We  never  asked  for  it. 

Now,  gentlemen,  I  have  a  copy  of  the  testimony  of  Gov.  Hard- 
ing which  I  want  to  refer  to.  Tnis  is  the  original  testimony  brought 
out  before  your  board  in  answer  to  questions. 

Gov.  Hardiilg's  testimony  before  the  commission  concerning  the 
American  Cotton  Association  is  verv  voluminous.  He  introduced 
manv  letters  from  me  as  president  of  the  American  Cotton  Association 
and  letters  written  by  him  to  me.  He  has  seen  fit  to  omit  many  letters 
that  would  immediately  throw  an  entirely  diflferent  meaning  upon  the 
matter  had  these  letters  been  furnished  to  the  commission.  In  ad- 
dition to  this,  his  testimony  is  incorrect  in  quite  a  number  of  impor- 
tant matters.  The  incorrectness  could  be  proved  by  written  records 
and  by  witnesses.  I  will  only  confine  myself  to  a  correction  of  two 
of  his  incorrect  statements  in  his  testimony.  First:  The  statement 
that  the  special  committee  of  the  American  Cotton  Association  re- 
quested the  Federal  Reserve  Board  in  September  to  take  necessary 
steps  or  to  approve  of  a  sanction  of  loans  of  32  cents  per  poimd  on 
cotton  has  no  foundation,  and  in  fact  is  flagrantly  incorrect,  as  I  will 
prove  by  written  records  and  by  sworn  statements. 

Second.  The  statement  in  Gov.  Harding's  testimony  that  he  urged 
that  I  advise  my  friends  to  sell  cotton  in  July,  1920,  stating  that  it  was 
then  at  the  high  point  and  that  his  prediction  was  correct,  that  it 
reached  the  hi^  point  that  day,  43  cents.  I  will  introduce  a  letter 
which  will  put  an  entirely  different  Ught  on  this  statement.  The 
advice  given  was  in  reply  to  a  letter  from  me,  pointing  out  the  fact  that 
the  producers  could  only  sell  their  best  grades  of  cotton  as  result  of  the 
conditions  which  had  been  created.  His  advice  was  that  I  iirge  them 
to  sell  their  best  grades  for  thepurpose  of  easing  up  the  banking  situa- 
tion, enabling  them  to  carrv  their  low  grades.  In  his  letter  he  stated 
that  good  grade  cotton  had  reached  the  highest  point  of  the  advance 
that  day;  he  made  no  prediction  that  it  had  reached  the  highest  point 
to  which  it  would  go.  He  fails  to  incorporate  in  his  testimony  the 
result  of  my  efforts  to  sell  good  grade  cotton,  which  was  furnished  to 
him.  The  manufacturers  absolutely  refused  to  buy  except  in  a 
limited  way,  stating  that  imder  no  conditions  would  they  purchase 
otherwise  tnan  in  a  nand-to-mouth  way  as  long  as  the  deflation  policy 
of  the  Federal  reserve  continued,  as  it  had  already  destroyed  con- 
fidence, destroyed  markets,  and  resulted  in  the  cancellation  of  orders 
that  had  been  booked  with  them,  and  it  meant  the  certainty  of  far 
lower  prices  if  continued.  Gov.  Harding's  testimony  concerning  the 
American  Cotton  Association  should  be  read  in  connection  with  my 
testimony.  [Reading  from  Gov.  Harding's  testimony  before  the 
commission :] 

The  Chaibman.  Did  the  convention  itself  come  to  any  concliision? 

Gov.  Harding.  This  was  the  conclusion  of  the  convention  called  on  the  2d  of 
September,  which  they  wanted  me  to  go  to,  but  I  did  not  fp.  And  then  they  appointed 
&  committee  to  come  up  here,  saying,  "We  waftt  you  to  issue  a  statement,  now,  based 


Digiti 


ized  by  Google 


624  AGEICULTUBAL  INQUIBY. 

•on  this."  '  In  other  words,  they  wanted  ns  to  sanction  a  loan  of  32  cents  a  pound  on 
'COtton.  which  was  worth  at  that  time  normally  on  the  market,  I  think,  28  cents  a  pound, 
I  thint  the  chart  will  show.  And  it  went  to  25  cents  a  pound,  and  then  went  down 
every  month  until  it  hit  the  bottom. 

Of  course,  all  I  could  do — I  was  sympathetic — I  never  was  so  sorry  for  people  in  my 
life;  I  am  always  sorry  for  people  who  can  not  see  the  conditions. 

I  guess  I  talked  for  about  20  minutes,  or  such  a  matter.  I  had  a  speech  on  hand  that 
I  was  ^oing  to  make  in  Cleveland  the  next  day,  so  I  read  most  of  that  speech,  of  whicb 
I  put  in  the  greater  part.  And  everybody  did  a  lot  of  talking,  and  making  a  lot  of 
suggestions,  and  had  a  nice  time,  just  as  a  lot  of  southern  people  can  do,  when  they 
get  together. 

Here  is  Gov.  Harding's  correction  [reading] : 

Grov.  Harding.  This  was  a  conference  with  a  committee  sent  l^  the  conventioii 
which  met  in  Montgomery  on  the  2d  of  September,  which  I  was  asked  to  attend,  but 
I  did  not  go.  The  committee  came  here  and  asked  the  board  to  issue  a  statement 
assuring  producers  that  the  Federal  Reserve  Board  would  finance  loans  on  cotton  in 
warehouse  until  there  was  a  legitimate  demand  from  the  manufacturer,  at  a  price 
suflBciently  above  the  cost  of  production,  to  bring  the  producer  a  reasonable  jiofit. 
This  cost  of  production  was  shown  to  be  around  32  cents  a  pound.  Middling  cotton 
was  quoted  in  New  York  at  that  time  at  about  31  cents  a  pound,  and  a  few  daysaft^- 
wards  at  28  cents,  then  25  cents  on  October  1,  and  then  went  down  every  month  imtil 
it  hit  bottom. 

Of  course,  all  I  could  do — I  was  sympathetic — I  never  was  so  sorry  for  people  in 
my  life;  I  am  always  sorry  for  people  who  can  not  see  conditions  as  they  are. 
^  I  guess  I  talked  for  about  20  minutes  or  more.  I  had  a  speedi  on  hand  that  I  was 
goin^  to  make  in  Cleveland  the  next  day,  so  I  read  some  of  that  speech,  which  I  have 
put  in  the  record  here  to-day.  And  everybody  talked  and  made  suggestions,  and  we 
had  a  nice,  sociable  time,  just  as  Southerners  have  when  they  get  together. 

In  the  course  of  the  conference  there  was  presented  by  the  chairman  of  the  spjedal 
committee  of  the  American  Cotton  Association  the  following  statement  to  wnidi  I 
have  already  referred: 

'^  Statement  to  be  presented  to  the  Federal  Eeserve  Board  by  a  special  committee 
of  the  American  Cotton  Association,  September  15,  1920." 

(Copy  of  resolutions  inserted.) 

The  CfTATRMAN.  Let  me  ask  you,  were  these  resolutions  of  the 
Montogomery  convention  ever  transmitted  to  the  Federal  Reserve 
Board! 

Mr.  Wannamaeeb.  No,  sir;  I  sent  to  Gov.  Harding  individually 
a  copy  of  the  minutes  of  that  meeting,  which  had  nothmg  to  do  witn 
this. 

The  Chairman.  I  am  not  asking  you  that;  I  am  asking  you 
whether  they  were  sent  to  the  Federal  Reserve  Board  ? 

Mr.  Wannamaker.  No,  sir  •  I  sent  Gov.  Harding  personalljr  a  copy 
of  the  resolutions.    That  had  nothing  to  do  with  this  hearing. 

The  Chairman.  At  the  time  of  this  convention  here,  if  you  had 
sent  a  copy  of  the  Montgomery  resolutions  to  Gov.  Harding  ae  must 
have  known  what  the  situation  was  ? 

Mr.  Wannamaker.  Yes;  anybody  interested  in  cotton  would 
know  what  it  was.  It  was  not  mentioned  in  the  meeting.  Every 
word  that  was  said  in  the  meeting  I  have  read. 

The  Chairman.  What  I  want  to  know  is  whether  the  Mont^mery 
convention  represented  the  position  of  the  southern  cotton  people 
on  this  question  \ 

Mr.  Wannamaker.  No,  sir. 

The  Chairman.  If  not,  why  not  ? 

Mr.  Wannamaker.  Mr.  Anderson,  we  had  conceived  this  position: 
That  we  were  in  a  terrible  predicament;  We  were  absolutely  pros-  ! 
trated.    The  manufactm-er  would  not  buy  the  common  grade;  he 
would  not  buy  anything.     So  our  whole  purpose  and  hope  was  to 
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reestablish  confidence  until  we  would  get  exports  moving  in  some 
way. 

The  Chairman.  And  still  at  this  Montgomery  convention  you  were 
of  the  opinion  that  cotton  should  sell  at  40  cents  a  poimd  ? 

Mr.  Wannamaker.  No,  sir;  nothing  of  the  kind. 

Please  keep  this  fact  in  mind:  The  Montgomery  conference  or  its 

troceedings  had  no  bearing  directly  or  indirectly  on  the  conference 
eld  with  the  Federal  Reserve  Board  in  September.  At  the  Mont- 
gomery conference,  based  upon  the  cost  of  production  as  shown  by 
the  Government,  based  upon  the  cost  as  ascertained  by  our  associa- 
tion through  experts,  and  based  upon  the  price  for  which  the  manu- 
factured product  was  being  sold,  we  found  that  40  cents  basis  middling 
would  show  us  an  actual  loss  on  cotton,  based  upon  the  enormous 
difference  between  grades.  This  would  have  only  netted  us  27  cents 
per  pound  bulk  line,  that  is,  if  the  farmer  would  sell  his  entire  crop, 
and  the  manufacturer  could  pay  40  cents  based  upon  the  price  oi 
manufactured  products  and  still  make  a  profit.  One  of  the  leading 
experts  of  England  who  attended  the  conference  was  consulted  by  a 
8pe<?ial  committee  who  had  entire  charge  of  the  matter  of  a  recommen- 
dation of  what  we  could  expect  as  a  reasonable  price  for  the  1920 
cotton  crop,  and  when  being  requested  to  name  what  he  considered 
as  a  fair  price,  he  stated:  *^0n  account  of  the  deplorable  collapse  in 
business,  it  will  be  necessary  for  you  to  accept  your  portion  of  the 
losses;  you  should,  therefore,  be  satisfied  to  accept  a  price  of  40  cents 
basis  middling,  which  based  upon  the  diflFerences  will  show  a  heavy 
Joss."  While  we  realized  that  the  manufacturer,  based  upon  the 
price  of  his  manufactured  goods  at  that  time,  was  showing  no  such 
loss,  still  we  recommended  that  40  cents  per  pound  basis  middling, 
taking  everything  into  consideration,  was  a  fair  price.  We  realized 
when  we  recommended  this  price,  that  imless  we  could  get  the  War 
Finance  Corporation  reinstated  so  that  cotton  could  be  exported,  and 
tmless  we  could  get  the  policy  of  artificial  deflation  which  was  put  on 
by  the  Federal  Keserve  Board  reversed,  it  would  be  impossible  to 
get  such  a  price.  I  issued  a  statement  that  was  carried  by  the  press 
It  the  Montgomery  convention  in  which  I  stated  that  unless  we  could 
get  the  War  Finance  Corporation  to  function  and  the  policy  of  arti- 
ficial deflation  reversed,  tnat  cotton  would  sell  at  10  cents  to  12  cents; 
tbat  if  we  could  get  this  policy  reversed  and  the  War  Finance  Corpo- 
ration promptly  reinstated,  that  it  would  sell  for  40  cents  to  50  cents. 
I  quoted  in  my  statement  a  famous  English  expert  who  confirmed  my 
statement  ana  made  additional  public  statement  at  the  convention 
atMontgomerv  as  follows: 

"I  have  caoled  the  English  manufacturers  and  other  European 
Dianufacturers  that  I  represent  urging  that  they  withdraw  entirely 
from  the  cotton  market.  I  stated  to  them  that,  regardless  of  the 
fact  that  the  American  cotton  crop  will  fall  far  short  of  the  15,000,000 
bales,  of  which  we  are  in  pressing  demand,  due  to  the  removal  of  the 
War  Finance  Corporation  and  the  policy  of  deflation,  that  we  are 
due  for  an  imderconsumption,  imless  his  policy  can  be  reversed,  and 
4at  as  result  of  this  imderconsumption  cotton  will  go  to  10  to  12 
cents  per  pound;  whereas,  if  the  channels  of  trade  can  be  opened  up 
and  the  policy  now  in  America  reversed,  cotton  will  sell  for  40  to  50 
cents  per  pound  from  the  growing  cotton  crop." 

Statements  similar  to  this  were  carried  by  the  leading  press  through- 
out the  Nation  at  the  time  of  the  Montgomery  convention. 
91341—22— VOL  3 40 
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Representative  Ten  Eyck.  How  long  was  it  between  the  Mont- 
gomery meeting  and  the  meeting  you  h3d  in  Washington  ? 

Mr.  Wannamaker.  About  two  weeks.  The  Montgomery  con- 
vention was  not  mentioned  in  any  way  there.  If  you  will  read  that 
you  will  find  it  was  for  the  purpose  of  carrying  the  agricultural  paper, 
and  that  was  all. 

Representative  Ten  Eyck.  Did  the  price  of  cotton  go  down 
between  the  Montgomery  meeting  and  the  Washington  meeting  ? 

Mr.  Wannamaker.  Yes,  sir;  it  kept  going  down. 

Representative  Ten  Eyck.  Do  you  Imow  about  how  much  ? 

Mr.  Wannamaker.  I  think  his  quotation  is  right.  You  coulcj 
not  sell  it.     The  bankers  were  getting  very  uneasy. 

Now,  here,  gentlemen,  is  a  true  copy  of  the  press  statement  pre 

£ared  by  Gov.  Richard  I.  Manning  and  Congressman  A.  F.  Lever 
[r.  Lyday,  and  myself,  and  not  one  word  of  which  appeared  in  th( 
press. 

The  Chairman.  How  long  after  your  meeting  was  this  statemeni 
prepared  ? 

Mr.  Wannamaker.  Immediately  after  the  meeting.  Then  Got 
Harding  asked  me  not  to  release  anything  to  the  press — to  thi 
newspaper  men,  but  the  newspaper  men  said,  *'You  had  bett© 
release  something,  if  you  want  to  get  it  out.''  Then  we  got  togethe 
and  prepared  this  statement  and  released  this  statement  to  the  press 

The  Chairman.  Do  you  remember  what  time  of  the  day  thai 
statement  was  released  ? 

Mr.  Wannamaker.  The  same  afternoon;  between  6  and  7  o'clod 
that  afternoon,  because  we  were  leaving  that  evening  for  the  South 

The  Chairman.  What  dav  was  that  on  ? 

Mr.  Wannamaker.  On  the  15th  of  September,  sir.  I  want  U 
read  the  statement.     [Reading:] 

CONFERENCE    OP    AMERICAN    COTTON    ASSOCIATION    REPRESENTATIVES    WITH    FEPFRA 

RESERVE    BOARD. 

Washington,  D.  C,  September  15,  1920. 

More  than  50  representatives  of  the  American  Cotton  Aesocifition,  repreeenting  xht 
agricultural  and  commercial  life  of  the  cotton-producing  section  of  America,  heade( 
by  President  J.  S.  Wannamaker,  conferred  with  the  Federal  Reserve  Board  on  Sep 
tember  15  relative  to  the  cotton  situation. 

Ex-Gov.  R.  I.  Manning,  of  South  Carolina,  presented  the  case  for  the  cott^Mi  ass> 
elation,  pointing  out  that  the  association,  while  speaking  primarily  of  cotton,  realh 
included  in  its  wishes  all  staple  agricultural  products.  He  emphasized  that  ih< 
American  Cotton  Association  was  not  asking  for  anything,  but  had  come  rather  f^a 
the  purpose  of  getting  a  better  understanding  of  the  board's  policy  with  respect  u 
credits  for  orderly  marketing  of  agricultural  products. 

Gov.  Harding,  responding  for  the  board,  emphasized  the  thorough  agreement  d 
the  board  with  the  American  Cotton  Association  in  the  desire  for  the  gradual,  orderlj 
marketing  of  staple  agricultural  products,  especially  cotton. 

Gov.  Harding,  with  more  than  ordinary  emphasis,  drew  attention  to  the  fact  thai 
there  seemed  to  be  an  organized  effort  to  mislead  the  public  as  to  the  policy  of  tin 
Federal  Reserve  Board  touching  the  matter  of  the  contraction  of  credite  to  essendfl] 
industries,  including  especially  all  agricultural  products.  \^Tiile  stating  that  the 
board  had  undertaken  to  reduce  credits  for  nonessential  and  for  speculative  purpose*, 
he  pointed  oiit  that  it  was  not  now  the  policy  of  the  board,  nor  had  it  been,  nor  would 
it  be,  to  restrict  credits  for  the  assistance  of  essential  industries  and  especially  agricul- 
tural products.  He  produced  figures  to  show  that  from  September  1,  1919,  to  Septeaa- 
ber  1,  1920,  there  had  been  a  lai^ger  extension  o(  credits  for  essential  purposes  than  at 
any  period  in  the  history  of  the  country  except  the  period  of  1917-18,  and  that  sine* 
the  end  of  August  this  year  on  account  of  crop-moving  demand  the  Federal  reBene- 
note  issues  have  been  increased  at  a  rate  of  from  thirty  to  forty  miUions  of  dollais  a 
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week,  and  that  bills  diecounted  in  vault  of  the  Federal  reserve  banks  had  increased 
at  a  rate  of  about  fifty  millions  of  dollars  a  week.  Gov.  Harding  pointed  out  that 
whatever  liquidation  nad  gone  on  through  the  Federal  reserve  system  recently  was 
for  the  very  purpose  of  putting  the  member  banks  in  a  position  to  take  care  of  this 
very  situation  which  he  foresaw  more  than  a  year  ago. 

The  impression  was  distinctly  given  that  the  board's  policy  was  sympathetic  to  an 
orderly  movement  of  the  crops  and  that  such  a  movement  was  a  necessity  dependent 
to  &  laige  extent  upon  the  credit  situation. 

Among  other  suggestions  Gov.  Harding  spoke  of  the  need  for  the  formation  of  export 
corporations  under  the  terms  of  the  Edge  Act  and  drew  attention  to  the  fact  that  under 
the  terms  of  this  act  the  capital  stock  of  such  corporations  might  be  subscribed  in 
cotton.  He  referred  to  recent  conversations  with  several  Washington  representatives 
of  central  European  countries  who  expressed  the  desire  of  a  need  for  low-grade  cotton, 
but  who  pointed  out  that  these  countries  could  not  go  into  the  market  unless  credits 
could  be  extended  to  their  manufacturers  for  periods  of  from  six  to  nine  months. 
These  manufacturers  would  give  as  collateral  liens  upon  the  cotton  in  process  of 
manu&icture  backed  by  the  joint  indorsement  of  a  consortium  of  banks  and  further 
guaranteed  by  the  Governments  themselves.  Gov.  Harding  indorsed  strongly  the 
efforts  of  the  American  (^otton  Association  to  organize  such  export  corporations  and 
eipreaaed  the  belief  that  in  their  operations  a  way  for  such  a  distribution  of  cotton  as 
vould  bring  the  manufacturer  and  producer  thereof  in  direct  contact  with  each 
ether. 

.^t  the  conclusion  of  Gov.  Harding's  statement,  President  Wannamaker  and  other 
idegatefl  expressed  their  complete  satisfaction  therewith  and  the  belief  that  such  a 
ftasBuring  statement  as  had  been  made  to  the  delegation  would  meet  a  quick  response 
feou^^out  the  country  in  a  more  optimistic  view  of  the  future  of  all  enterprises  and 
lipeaally  of  those  en^Biged  in  the  production  of  agricultural  necessities. 


State  of  South  Carolina,  Count}/  of  Calhoun: 

Personally  appeared  before  me  Joseph  M.  McCabe,  who,  being  duly  sworn,  hiakes 
flath  that  he  recorded  the  conference  between  the  American  Cotton  Asjwciation  and 
fte  Federal  ReserA'e  Board  at  Washington,  I).  C,  on  September  15,  1920,  and  that  the 
tfwveis  a  tnie  and  correct  copy  of  the  article  prepared  by  the  «^pecial  committee  of  the 
American  Cotton  Association  immediately  following  the  conference  mentioned;  that 
Ibis  statement  or  article  for  the  press  was  dictated  to  him  by  the  special  committee, 
•as  typewritten  and  delivered  to  the  committee,  approved  by  and  copies  delivered 
»y  ibe  special  committee  to  the  press  for  release;  that  this  occurred  at  a  meeting  of  the 
wegation  of  representatives  of  the  American  Cotton  Association  assembled  at  the 
lew  Willard  Hotel,  Washington,  D.  C,  immediately  following  the  conference  with 
i?  Federal  Reserve  Board. 

Joseph  M.  McCabe. 

Subscribed  to  and  sworn  before  me  this  19th  day  of  August,  1921. 

[seal.]  J.    H.    LORYEA, 

Notary  Public,  South  Carolina 

Now,  here  is  what  appeared  in  the  press  [reading]: 

lESERVB   BOARD   REFUSED   AID   TO    COTTON    GROWERS — GOV.    HARDING    TELLS    REPRE- 
SENTATIVES CREDIT  can't  BE   EXTENDED  TO  ALLOW  THEM  TO   HOLD  CROPS. 

Washington,  September  15. 

Requests  of  the  American  Cotton  Association  for  governmental  aid  in  financing  the 
Jwketing  of  the  cotton  crop  of  the  South  were  denied  today  by  Gov.  Harding,  of  the 
federal  Reserve  Board. 

pie  representatives  of  the  association  asked  extension  of  credit  on  cotton  loans 
®^tea  at  approximately  $500,000,000,  in  order  to  permit  growers  to  hold  their 
^^^^  and  prevent  dumping  on  the  market  at  a  loss. 

The  solution  of  the  problem  facing  southern  cotton  producers.  Gov.  Harding  said* 
«y  with  the  producers  themselves  and  in  their  home  banks. 

'Go  back  home  and  tell  the  people  to  quit  talking  calamity."  the  governor  declared. 
^'^^J^estin^  that  the  cotton  men  sell  their  high-^rade  stock  to  meet  demands  as  they 
*^,  which  woidd  enable  them  to  gradually  liciuidate  their  debts,  and  hold  their 
low-grade  cotton  for  a  better  market. 
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The  Federal  Reserve  Board  is  keenly  alive  to  the  importance  of  doing  everNlhing 
to  sustain  agricaltiire  in  all  sections  of  the  country,  the  governor  told  the  associatioo 
members,  but  he  added  that  the  board  was  not  authorized  to  deal  in  prices,  though 
its  actions  might  have  an  effect  upon  them.  Recent  estimates  of  the  \*alue  of  t& 
year's  staple  crops  are  $22,000,000,000,  the  governor  stated,  and  expansion  of  credit 
to  assist  producers  in  all  parts  of  the  country  would  mean  about  $3,000,000,000  in  Ioim. 

The  Chairman.  What  paper  did  this  appear  in  ? 

Mr.  Wannamaker.  This  cam6  to  us  through  a  clipping  bureau; 
we  cot  it  in  the  Washington  papers  first.  I  thmk  it  was  in  the  New 
York  Journal  of  Commerce,  ana  we  got  it  from  everywhere,  through 
our  clipping  bureau. 

The  CiLAiRMAN.  This  is  an  Associated  Press  dispatch  ? 

Mr.  Wannamaker.  I  would  think  so. 

The  Chairman.  Is  it  so  indicated  in  the  dispatch  you  have  ? 

Mr.  Wannamaker.  I  will  read  this.  It  came  out  in  Washington 
here. 

The  Chairman.  In  which  paper  in  Washington  ? 

Mr.  Wannamaker.  I  think  the  Washington  Post.  We  can  find 
you  a  large  number  of  these  clippings. 

The  Chairman.  Were  the  press  representatives  admitted  to  thk 
conference  of  yours  with  the  Federal  Keserve  Board  ? 

Mr.  Wannamaker.  Not  the  first  one.  I  will  refer  to  the  second 
one  in  a  minute.  They  were  not  there.  If  so,  they  were  present 
without  our  consent  or  invitation.  I  gave  them  later  a  statement 
and  then  went  out  and  killed  it.  The  only  statement  there  was  tliis 
one  here  [indicating]. 

The  Chairman.  If  the  representatives  of  the  press  were  present  at 
this  conference  without  any  understanding  that  the  result  of  the 
meeting  should  not  be  made  public,  it  is  hardly  to  be  expected  that 
they  would  not  put  their  own  interpretation  on  what  occurred  there. 

Mr.  Wannamaker.  Mr.  Anderson,  if  you  will  bear  with  me,  if  yoaj 
will  remember  the  letters  I  read  from  the  other  members  of  the  com- 
mittee who  were  present,  and  this  statement  of  this  stenographer, 
which  is  sworn  to,  and  I  hope  God  Almighty  will  strike  me  dead 
before  I  leave  this  room  if  anything  like  what  appeared  in  that  other 
press  notice,  or  if  anything  like  what  Gov.  Haraing  testified  before 
your  commission,  occurred  there.  If  you  can  interpret  what  occurred 
there  as  being  shown  in  that  press  dispatch,  or  as  shown  in  Gov. 
Harding^s  statement  before  this  commission,  then  you  can  interpret 
that  wheat  is  cotton. 

The  Chairman.  The  only  question  in  my  mind  is  this:  It  is  not  a 
question  of  what  you  gave  out  if  the  members  of  the  press  were 
present  at  the  conference.  If  the  members  of  the  press  were  there, 
they  wrote  up  the  conference  in  any  way  they  pleased,  without  ^efe^ 
ence  to  what  you  gave  out  or  did  not  give  out. 

Representative  Ten  Eyck.  Did  Gov.  Harding  have  a  stenographer 
there  and  did  he  take  down  notes  of  the  meeting  ? 

Mr.  Wannamaker.  I  could  not  tell  you  about  that. 

Representative  Ten  Eyck.  Did  you  have  a  stenographer? 

Mr.  Wannamaker.  Yes;  I  have  given  you  the  statement  of  the 
sworn  stenographer  who  was  there,  and  the  statement  of  16  men  from 
the  South  who  were  also  present.  I  would  be  glad  to  give  you  under 
oath  a  statement  of  what  occurred  there. 

The  Chairman.  Did  the  stenographer  take  the  proceedings  as  thej 
occurred  ? 
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Mr.  Waxnamaker.  Yes;  I  have  given  you  the  statement  of  the 
stenographer.  The  meeting  was  very  short,  (jov.  Harding's  state- 
ment was  there  in  writing.  If  it  is  of  sufficient  importance  1  can  get 
aU  the  men  who  were  there  to  come  up  here. 

Representative  Ten  Eyck.  I  would  suggest  that  we  ask  Gov. 
Harding  whether  he  had  a  stenographer  there  to  take  notes,  and  if 
he  had,  that  we  get  them  and  insert  them  in  the  record. 

The  Chairman.  I  am  quite  sure  that  the  Federal  Reserve  Board 
kd  no  stenographer  there.    I  will  ask  him. 

llr.  Wannamaker.  I  will  call  your  attention  to  this,  that  he  tele- 
graphed to  me  that  he  had  found  the  written  request,  and  that  he 
would  file  it  with  you  and  attach  to  it  the  newspaper  account  which 
he,  Gov.  Harding,  prepared. 

Xow,  Mr.  Chairman,  following  this  meeting  with  the  Federal 
Reserve  Board  in  September,  we  returned  home,  thinking  that  this 
would  have  a  good  eflFect  upon  conditions;  that  it  would  start  to 
iestablish  confidence.  We  found  that  these  dispatches  had  come 
Wt  in  various  papers,  and  that  we  could  not  get  anything  out  that 
fras  the  fact,  ana  that  would  bring  an  understandmg,  as  we  con- 
ielTed  it,  that  we  had  with  the  Federal  Reserve  Board.  So  I  wrote 
►  Gov.  Harding,  called  his  attention  to  that  specific  statement  that 
JBne  out  and  asked  him  if  he  could  give  me  any  account  of  how 
pose  statements  occurred,  or  how  we  could  correct  them.  I  could 
»t  get  them  corrected  at  all,  and  confidence  continued  to  be  de- 
feoyed,  and  I  realized  that  we  would  have  to  do  something  very 
pmptly,  or  it  was  going  to  grow  worse. 

.  Please  note  Exhibit  B,  which  is  made  a  part  of  this  report,  as  a 
iply  to  Gov.  Harding's  statement  concemmg  the  request  made  at 
ws  conference,  and  also  concerning  his  statement  as  to  advising  the 
We  of  cotton.  As  explained  above  and  as  shown  by  his  letter,  the 
lie  of  cotton  was  acivised  for  the  purpose  of  easing  the  banking 
ihiation.  All  efforts,  however,  to  sell  same  proved  imavailing,  for 
le  reasons  stated  above,  the  manufacturers  declining  to  buy,  and 
ps  in  reply  to  my  letter  of  July  17,  marked  ''Exhibit  C,"  as  foUows 
^feading]: 

'  July  17,  1920. 

i»v.  W.  P.  G.  Harding, 

Washinytoriy  D,  C. 
I  Bear  Gov.  HARnrNo:  I  have  recently  received  several  letters  from  influential 
Bends  in  the  Norfli  and  in  the  South  who  are  thoroughly  familiar  with  the  cotton 
^»tioD.  Many  of  these  friends  are  members  of  the  New  York  and  New  Orleans 
ifhanges  and  are  friends  of  ours,  and  are  holders  of  spot  cotton  and  producers.  They 
ffl  agree  that  the  bear  gamblers  are  flooding  the  country  with  statements  that  the 
Neral  Reserve  Bank  will  not  loan  the  producer  money  to  hold  his  cotton  when  it 
fcepne  to  move,  but  tiiat  the  producer  will  be  forced  to  sell  his  cotton  at  the  market 
pi«;e.  I  am  inclosing  you  confidentially  several  letters  received. 

Inless  we  can  correct  this  situation,  this  statement  will  have  very  disastrous  effect 
"pon  the  producer  and  will. succeed  in  stampeding  him. 

There  is  not  a  man  in  the  coimtry  better  posted  than  your  good  self,  and  no  one  more 
Htoroughly  in  sympathy  with  the  cotton  producer  and  more  anxious  to  assist  him, 
^  I  leel  sure  that  no  such  action  will  be  taken  by  the  Federal  reserve  bank.  I 
^rely  hope  that  you  can  issue  a  statement  to  this  effect.  With  the  markets  of 
Jttrope  closed  to  our  offgrade  cotton  and  the  lack  of  credits,  this  of  course  adds  to  the 
^iy  of  the  bears  to  beat  down  the  price  of  cotton.  The  growing  crop  is  the  most 
^nsive  ever  produced  and  it  is  largely  being  made  with  old  men,  women,  and 
•^tiren,  labor  is  extremely  short  and  inefficient.  Two  million  Negroes  have  left 
^  cotton  fields  of  the  South  since  1914  and  this  is  the  cream  of  the  lalbor.    The  pro- 
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ducer  is  unable  to  compete  with  other  lines  of  industry  and  unless  the  produce  is  aUe 
to  put  into  force  and  effect  the  valuable  advice  that  you  have  given  him — that  is,  Uw 
warehousing  of  his  cotton  and  stretching  the  sale  over  a  period  of  months  and  only 
selling  his  cotton  when  a  profitable  price  can  be  secured  above  the  cost  of  production 
instead  of  rushing  upon  the  market  75  per  cent  in  the  three  rfiort  months— we  lie 
facing  the  inevitable  certainty  of  a  serious  loss  to  the  entire  agricultural  and  com- 
mercial life  of  the  South. 

With  labor  conditions  such  as  they  are  the  matter  of  harvesting  the  coming  crop  is 
causing  serious  concern;  with  the  markets  of  the  world  closed  to  offgrade  cotton,  there 
being  at  present  absolutely  no  demand  for  same,  and  the  bear  manipulators  ilooding 
the  country  with  the  statement  that  the  producer  will  be  forced  to  sell  his  cotton  m 
fast  as  it  is  gathered  and  that  credits  will  not  be  furnished  for  the  same,  you  can  readily 
see  that  it  is  inducing  the  producer  to  sell  cotton  ahead  for  fall  delivery,  thus  stepping 
in  the  trap  which  has  been  canefully  laid  by  those  who  have  long  profiteered  uptm  wa 
adversities. 

I  have  never  seen  a  more  concerted  effort  made  to  induce  people  to  sell  cotton  fa 
fall  delivery.  The  price  of  future  cotton  to-day  is  far  below  the  cost  of  productwo 
and  it  is  only  as  a  result  of  the  carefully  laid  plans  of  these  manipulators  that  the 
producers  are  being  stampeded  into  committing  conuhercial  suicide,  and  unless  thfl 
lies  being  carefully  circulated  by  the  bears  can  be  denied,  the  final  result  will  indeed 
be  disastrous. 

I  sincerely  hope  that  in  the  interest,  not  only  of  the  producer,  but  every  line  d 
legitimate  business  connected  with  the  production  of  cotton,  that  you  can  issue  i 
statement,  without  delay,  clarifying  this  situation. 

Assuring  you  of  the  highest  personal  r^;ards,  I  am, 
Sincerely, 

J.  S.  Wannamaker,  PraidtnU 

Had  it  not  been  for  the  fact  that  the  American  cotton  produca 
held  his  cotton  hoping,  working,  and  praying' that  markets  would  b( 
opened  and  that  ne  would  have  a  legitmiate  demand  for  same,  il 
would  have  had  a  far  more  disastrous  eflFect  upon  not  only  the  cottoi 
industry  but  on  all  lines  of  business  connected  with  the  cotton 
producing  industry;  in  fact,  had  cotton  been  forced  upon  the  market 
it  would  have  been  without  a  price;  there  would  have  been  no  demani 
for  it,  and  hence  it  would  have  been  without  a  loaning  value,  as  loani 
could  only  be  based  upon  a  safe  per  cent  of  the  price  for  which  thi 
cotton  could  be  sold.  I  was  informed  by  one  of  the  leading  cott<B 
experts  of  the  world,  and  since  that  time  I  have  had  this  judgmen 
confirmed  by  leading  experts  on  the  cotton  question  and  finance 
and  by  business  men,  that  it  was  only  as  result  of  the  concentrate 
and  continuous  efforts  of  the  American  Cotton  Association  that  i 
most  disastrous  selling  panic  was  prevented  on  the  part  of  the  Amff 
ican  cotton  producer,  and  it  is  conceded  that  this  panic  would  han 
been  far-reaching  in  its  destructive  effect  upon  the  ousiness  interest 
of  not  only  the  South  but  the  entire  Nation;  the  effect  of  such  i 
course  upon  the  financial  institutions  would  have,  indeed,  beej 
disastrous.  As  matters  were  the  price  of  cotton  declined  so  tha 
there  was  only  a  limited  demand  at  about  one-third  of  the  cost  o 
production,  and  of  the  cotton  sold  under  these  conditions  only  a  smal 
portion  of  it  was  sold  to  the  manufacturers,  a  large  part  being  sok 
mto  the  hands  of  speculators.  Had  the  South  attempted  to  havi 
sold  the  usual  amount  of  cotton  that  they  had  sold  during  harvestin* 
periods  heretofore — that  is,  70  per  cent  of  the  crop  in  four  months- 
as  result  of  existing  conditions  through  the  destruction  of  confidenc 
it  would  have  brought  wreck  and  ruin. 

The  opening  cotton  season  in  September,  1920,  found  the  markei 
at  prices  below  the  cost  of  production.  Conditions  rapidly  gre^ 
worse.     These  conditions  affected  most  seriously  all  staple  crops 
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in  fact^  all  agricultural  products.  There  were  no  markets,  except  at 
one-third  the  cost  of  production.  Realizing  that  conditions  were 
reaching  such  a  stage  that  relief  to  same  was  a  national  necessity,  the 
American  Cotton  Association  arranged  to  hold  a  joint  conference  in 
W^ashington  with  22  agricultural  associations,  for  the  purpose  of 
appeali^  to  the  President,  his  Cabinet,  the  Federal  Reserve  Board, 
and  the  Secretary  of  the  Treasury  for  an  inmiediate  reversal  of  the 
policy  which  was  bringing  wreck  and  ruin  to  agriculture;  first,  by  the 
reinstatement  of  the  War  Finance  Corporation,  and,  second,  by  a  lower- 
ing of  the  rediscount  interest  rates  and  a  reversal  of  the  policy  for 
^ntraction  of  credits  and  currency. 

In  connection  with  this  I  wrote  a  letter  to  the  President,  a  copy  of 
w^hich  has  already  been  introduced  into  the  record,  and  I  also  wrote 
to  the  Secretary  of  the  Treasury;  a  copy  of  that  letter  has  also  been 
introduced  into  the  record. 

I  told  President  Wilson  that  as  a  result  of  the  conference  of  the 
agricultural  producers  of  the  Nation  that  we,  representatives  of  the 
producers  of^the  entire  Nation,  were  very  anxious  to  hold  a  confer- 
ence with  him;  that  while  we  had  22  different  organizations  repre- 
sented at  our  conference  we  expected  to  have  representatives  repre- 
senting all  the  main  lines  of  a^culture  throughout  the  country.     A 
copy  of  my  letter  to  the  President  has  already  been  read  into  the 
record.' 
Representative  Ten  Eyck.  What  date  was  that  ? 
Mr.  Wannamakbr.  October  7.     The  conditions  continued  to  grow 
worse. 
Representative  Ten  Eyck.  What  year  was  it  ? 
Mr.  Wannamakbr.  1920;  last  year.    Conditions  got  worse.    Con- 
fidence was  absolutely  destroyed.     In  addition  to  writing  to  Presi- 
dent Wilson  I  wrote  to  Secretary  of  the  Treasury  Houston,  and  asked 
for  a  conference  with  him,  callmg  his  attention  to  the  reports  that 
were  being  issued  over  his  signature,  and  asked  for  a  conference. 

We  came  on  to  Washington.     The  President  wrote  a  note  and  sent 
it  around  to  where  we  were  meeting,  and  said  he  was  sorry  that  he 
could  not  meet  with  us  on  account  of  sickness.     In  the  meeting  were 
Senators  and  Congressmen,  regardless  of  politics,  and  representatives 
from  every  main  line  of  business  and  conmieree. 
The  Chairman.  Who  was  this  meeting  with  ? 
Mr.  Wannamakbr.  The  representatives  of  the  main  lines  of  agri- 
culture, including  live  stock,  from  all  over  the  country.     There  were 
men  there  from  your  State,  and  many  others. 
The  Chairman.  Who  did  you  have  the  conference  with  ? 
Mr.  Wannamakbr.  We  requested  a  conference  with  the  President, 
which  I  am  leading  up  to  now,  also  with  Secretary  of  the  Treasury 
Houston,  as  we  requested  him  to  meet  with  us.     After  we  got  here 
we  got  a  letter  from  the  President's  secretary  that  he  could  not  meet 
with  us. 

We  met  in  Washington  in  October,  1920,  and  with  representatives 
from  every 'line  of  agriculture,  including  live  stock,  from  every  State 
in  the  Umon,  and  with  representatives  from  manv  lines  of  commerce, 
^  cooperation  with  United  States  Senators  and  Congressmen  from 
both  political  parties,  we  appeared  before  the  Secretary  of  the  Treas- 
^ty  and  made  a  unanimous  plea  for  the  reinstatement  of  the  War 
Finance  Corporation  and  for  a  reversal  of  the  policy  of  drastic  defla- 
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tion,  pointing  out  the  wreck  and  ruin  which  was  being  wrought. 
We  filed  with  the  Secretary  of  the  Treasury  an  earnest  protest  against 
the  continued  publicity  that  he  was  at  that  time  issuing  through  the 
press  against  prices. 

Secretary  of  the  Treasury  David  Houston^s  statement  denied  that 
he  had  issued  statements  credited  to  him  in  the  leading  press  of 
the  Nation.  These  statements  quoting  Secretary  Houston  in  same 
stated  that  under  no  conditions  would  ne  permit  the  Government  to 
furnish  financial  assistance  for  the  holding  of  agricultural  products, 
as  that  would  be  a  conspiracy  in  restraint  of  trade.  Other  statements 
quoted  Secretary  Houston  as  stating  that  any  assistance  rendered 
by  the  Government  that  would  result  in  maintaining  the  present 
prices  of  agricultural  products  would  be  a  conspiracy  m  restraint  of 
trade;  that  prices  must  return  to  prewar  levels.  Other  statements 
stated  that  Secretary  Houston  had  stated  that  he  positively  refused 
to  comply  with  repeated  requests  made  by  agricultural  producers  for 
financial  assistance  to  enable  them  to  help  to  finance  their  products, 
including  cotton;  that  such  assistance  would  be  a  conspiracy  in  re- 
straint of  trade.  These  statements  were  having  a  very  depressing 
eflFect  and  being  used  by  the  bear  gamblers  for  the  purpose  ot  forcing 
down  prices,  yarious  leading  papers  carried  sucn  statements  and 
had  been  carrying  them  from  time  to  time.  The  Secretary  of  the 
Treasury  strenuously  denied  that  these  statements  had  been'  given 
out  by  his  authority,  although,  without  exception,  the  statements 
bore  tne  Washington  date  line  and  credited  information  as  being  re- 
ceived from  the  Secretary  of  the  Treasury,  David  Houston. 

I  read  to  the  Secretary  of  the  Treasury,  in  the  presence  of  60 
representatives  representing  practically  every  State  m  the  Nation, 
the  letters  he  had  written  me  oflBiciallv,  which  were  in  line  with  these 
statements,  in  which  letters  he  stated  that  the  policy  of  the  Govern- 
ment was  opposed  to  the  exportation  of  American  products,  as  it 
would  result  in  increasing  the  indebtedness  of  Europe  to  the  Govern- 
ment of  America.  I  also  read  a  letter  from  him  in  which  he  quoted 
a  prominent  Government  official  as  saying  that  prices  of  agricultural 
products  and  commodities  must  go  lower.  I  pointed  out  that  the 
removal  of  the  War  Finance  (Corporation,  after  the  producer  had 
planted  his  crop  with  the  understanding  that  the  War  Finance  Cor- 
poration wpuld  function  for  one  year  after  the  ratification  of  prace, 
and  with  the  further  understanding  that  there  was  urgent  demand 
for  American  agricultural  products  m  Europe  for  the  purpose  of  en- 
abling them  to  rehabiUtate  and  start  to  pay  their  enormous  war 
debts,  had  closed  the  market  to  66  per  cent  of  the  American  cotton 
crop  and  would  bring  wreck  and  ruin  to  American  agriculture  and 
commerce.  I  pointed  out  to  Secretary  Houston  at  that  time,  and 
again  reiterated  my  previous  statement,  that  this  policy  of  drastic 
artificial  deflation  would  have  the  same  effect  that  it  had  had  in  aJl 
of  the  records  of  history,  that  it  would  result  in  suicide,  insanity,  imd 
bankruptcy,  and  in  bringing  suffering  to  millions  of  innocent  people. 
I  pointed  out  that  we  had  the  opportunity  of  world  trade"}  that  as  a 
result  of  the  five  years  of  the  World  War  sociological  and  economic 
changes  which  probably  would  not  have  developed  in  500  years  of 
natural  evolution  had  taken  place;  that  these  changes  would  compel 
the  acceptance  of  and  adjustment  to  an  elevated  standard  of  values 
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as  a  permanent  inheritance.  I  pointed  out  that  the  increase  of  our 
annual  interest  tax  of  $23,000,000  to  approximately  $1,100,000,000  or 
more  than  our  total  national  debt  before  the  war,  while  all  national. 
State,  county,  and  city  taxation,  estimated  at  $15,000,000,000,  or 
about  $150  to  each  inhabitant,  would  absolutely  necessitate  a  far 
higher  level  for  the  prices  of  agricultural  products;  that  as  prac- 
tically all  taxation  is  based  primarily  upon  and  regulated  by  stand- 
ards of  values,  the  volume  of  revenue  becomes  dependent  upon  ex- 
isting values;  taxation  derived  under  conditions  of  inflated  values, 
yielmng  larger  revenues  than  taxation  under  deflated  values;  assum- 
ing all  other  conditions  are  identical;  that  paradoxical  as  it  may 
seem,  deflated  values  mean  increased  costs  of  production,  but  deflated 
values  mean  reduced  revenues,  and  reduced  revenues  mean  increased 
taxation,  and  increased  taxation  mean  added  costs  of  production. 
He  expressed  himself,  however,  as  determined  to  adhere  to  the  policy 
of  deflation. 

All  efforts  to  induce  him  to  reinstate  the  War  Finance  Corporation 
proved  unavailing.  He  stated  that  the  Government  would  take  no 
action  that  would  influence,  directly  or  indirectly,  the  maintenance 
of  the  then  existing  prices,  nor  would  he  permit  the  functioning  of 
the  War  Finance  Corporation.  All  efforts  to  gain  relief,  cooperation, 
or  assistance  from  the  Secretary  of  the  Treasury  failed,  he. taking  the 

Eosition  that  agricultural  products  should  be  marketed  as  soon  as 
arvested;  that  orderly  marketing  meant  immediate  sales;  that  hold- 
ing tended  to  interfere  with  ordeny  business  and  commerce;  that  the 
producers'  business  was  to  produce. 

Regardless  of  every  assurance  that  assistance  was  not  desired  for 
the  purpose  of  holding  for  speculation,  but  only  for  the  purpose  of 
orderlv  marketing  and  harvesting,  he  insisted  that  the  jproducers 
should[  not  expect  assistance  for  this  purpose,  even  through  existing 
financial  machinery;  that  if  they  would  harvest  and  sell  their  prod- 
ucts they  would  be  able  to  finance  same  without  assistance. 

The  Secretary  of  the  Treasury  stated  emphatically  that  prices 
must  go  lower;  that  we  must  return  to  prewar  conditions,  altnough 
earUer  in  the  meeting  he  had  strenuously  denied  that  he  had  issued 
such  statements.  In  addition  to  this,  the  Secretary  of  the  Treasury 
severely  criticized  the  efforts  to  help  the  agricmtural  producers, 
regardless  of  the  fact  that  it  had  been  explained  that  there  was  no 
market  for  agricultural  products  except  in  a  limited  way  at  far  below 
the  cost  of  production;  that  confidence  had  been  destroyed  as  result 
of  the  policy  enforced  in  Washington  and  that  the  manufacturers 
insisted  that  thev  would  not  buy  unless  this  policy  was  reversed,  as  it 
meant  the  absolute  certainty  of  unnecessary  losses  as  prices  would 
continue  to  drop  as  long  as  this  policy  was  pursued;  that  as  result 
of  this  policy  a  vast  amount  of  orders  which  had  been  placed  with  the 
manufacturers  were  being  canceled  by  the  merchants  as  the  confi- 
dence of  the  ultimate  consumer  in  prices  was  absolutelv  destroyed 
and  we  were  in  the  midst  of  a  typical  buyer's  panic,  which  panic  was 
incubated,  hatched,  and  bred  to  its  present  proportion  as  result  of 
the  propaganda  issued  by  the  Secretary  of  the  Treasury  and  the 
Federal  Reserve  Board  and  as  result  of  the  policy  of  artincial  defla- 
tion enforced  by  them. 

The  Secretary  of  the  Treasury  insisted  that  the  only  course  open 
was  to  dispose  of  the  products,  accept  losses  and  redouble  our  efforts 
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in  production  with  a  view  of  recovering  the  losses,  so  incurred;  that 
lower  prices  were  a  necessity  and  certamty;  that  inflation  could  not 
remain.  I  emphasized  the  fact  over  and  over  that  the  Government 
could  in  no  wise  take  any  action  that  would  result  in  retarding  the 
return  of  prices  to  lower  levels.  The  statements  made  by  him  were 
a^ain  earned  by  the  press  throughout  the  Nation  and  intensified  and 
added  to  the  seriousness  of  the  buyer's  panic. 

An  eflFort  to  hold  a  conference  with  tne  President  was  declined  on 
account  of  the  siclqless  of  the  President.  An  eflFort  to  hold  a  confer- 
ence with  his  Cabinet  proved  unavailing.  Conferences  were  held 
with  the  Federal  Reserve  Board,  a  plea  being  made  by  a  personal 
representative  of  each  line  of  agriculture  and  livestock  raising  for  a 
lowering  of  the  rediscoimt  rate  and  an  immediate  reversal  of  the 

EoUcv  of  contraction  of  credits  and  currency.  The  plea  put  forth 
y  the  various  representatives  was  indorsed  by  Senators  and  Con- 
gressmen. The  condition  of  the  c^cultural  producer,  being  without 
markets  except  in  a  limited  way  at  less  than  one-third  the  cost  of 
production,  was  pointed  out.  Tne  gold  reserve  justifying  additional 
circulation  and  credits  was  referred  to.  The  earnings  of  the  Federal 
Reserve  were  cited.    All  eflPorts  to  secure  relief  again  failed. 

After  the  receipt  of  the  President's  letter  that  he  could  not  meet 
with  us,  we  consulted  with  several  of  the  United  States  Senators, 
and  Congressmen,  including  Senator  Hoke  Smith,  and  then  we  went 
around  to  see  the  President's  secretary,  and  asked  him  if  we  could 
not  hold  a  conference  with  the  Cabinet.  It  had  got  to  such  a  serious 
stage  that  we  thought  the  Cabinet  would  take  some  action.  He 
stated  that  he  would  give  us  a  definite  answer  at  5  o'clock.  We 
went  back  at  5  o'clock  and  he  said  that  he  would  let  us  know  at  10. 
We  were  imable  to  get  any  definite  answer,  and  we  held  conferences 
with  Senators  and  Representatives,  including  Senator  Dial  and 
several  other  Senators,  and  then  went  to  call  on  the  Secretary  of  the 
Treasury,  and  asked  the  Secretary  if  he  would  not  grant  us  a  nearing. 
This  was  Secretary  of  the  Treasury  Houston.  The  Secretary  of  the 
Treasury  refused  to  give  us  a  hearing.  I  do  not  care  to  state  exactly 
the  position  that  he  took  about  it.  But  he  finally  yielded  and  gave 
us  a  hearing.  There  were  representatives  of  the  farmers  there,  and 
we  appeared  before  the  Secretary,  and  I  defy  him  or  anyone  to  point 
out  anything  that  was  said  by  anybody  where  they  aid  not  nave 
some  distress,  and  conditions  that  needed  rehef . 

Representative  Funk.  What  date  was  that  ? 

Mr.  Wannamaker.  In  October;  between  the  7th  and  15th;  I  could 
not  tell  you  exactly  the  date.  We  started  in  with  the  men  fi-om 
the  farthest  north,  and  the  dairymen  got  up  and  told  their  troubles; 
that  confidence  had  been  destroyed  and  that  nobody  was  buying 
anything,  and  they  begged  the  Secretary  of  the  Treasury  to  dis- 
continue the  statements  that  were  being  issued,  and  begged  him  to 
reinstate  the  War  Finance  Corporation.  We  had  with  us  also  a 
statement  that  had  been  prepared  by  several  United  States  Senators 
and  Congressmen,  representatives  of  the  American  people,  which 
had  been  prepared  in  writing.     I  will  not  read  it. 

We  then  called  upon  each  group  around  the  table,  and  the  state- 
ment was  made  over  and  over  again  that  we  were  encouraged  to 
go  to  the  expense  of  producing  these  crops,  and  if  deflation  continues 
and  confidence  is  destroyed  it  will  destroy  the  agriculture  of  the 
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Nation.  The  statement  was  made  asking  him  to  reinstate  the  War 
Finance  Corporation,  and  asking  him  to  discontinue  his  statements. 
That  was  asked  by  the  representatives  of  the  agricultural  groups 
from  practically  every  State  in  the  Union. 

We  got  around  to  tne  southern  part  of  it,  and  I  had  cUppings  from 
newspapers  to  show  him,  and  I  got  up  and  asked  the  Secretary 
specincally  if  he  would  help  us  to  correct  these  reports  that  were  in 
tne  press.  I  afterwards  wrote  to  him  the  letter  which  I  read  to 
you  awhile  ago,  and  got  the  reply  in  which  he  stated  that  he  was 
opposed  to  sending  these  suppUes  to  Europe  and  maintaining  these 
him  prices  here,  and  that  it  would  result  in  subsidizing  the  farmers. 

Kepresentative  Funk.  Who  was  Secretary  of  the  Treasury  then? 

Mr.  Wannamaker.  D.  F.  Houston.  When  we  got  through  with 
our  part  of  the  hearing,^  he  spoke  about  an  hour  and  a  naif  an 
stated  that  it  was  up  to  the  farmers,  the  agricultural  producers,  to 
take  their  part  of  the  loss.  They  should  market  their  crops  as  fast 
as  they  could.  We  asked  him  the  question  whom  we  should  sell  to 
and  pointed  out  that  England  was  taking  care  of  its  cotton  pro- 
ducers in  Egypt,  and  alS>  pointed  out  that  even  Grermany  was 
taking  care  oi  its  j)roducers.  But  we  eot  no  assistance  whatever. 
The  committee  adjourned  without  anylkelp.  I  have  a  letter  here 
that  I  wrote  the  following  day  begging  him  that  he  discontinue  this 
newspaper  pubUcity. 

A  comnuttee  caDed  on  the  Federal  Reserve  Board  and  requested 
a  meeting  with  the  Federal  Reserve  Board. 

Before  going  into  that  further,  Mr.  Chairman,  may  I  call  your 
attention  to  some  of  these  other  things  ?  After  returning  home  I 
wrote  a  letter  to  the  President's  secretary,  as  follows  [reading] : 

October  17, 1920. 
Mr.  Jos.  Tumulty, 

Secretary  to  the  President,  WashiTigtonf  D.  C. 

Dear  Mr.  Tumulty:  It  was  agreat  disappointment  to  each  and  every  member  of 
the  agricultural  conference  held  in  Washington  October  12  to  14,  inclusive,  repre- 
senting every  line  of  agriculture,  nation-wide,  that  our  request  for  a  conference  witli 
the  President  could  not  be  granted  on  account  of  the  President's  sickness  and  that 
our  second  request  for  a  conference  with  the  Cabinet  officials  was  denied. 

We  have  exhausted  every  effort  in  our  power  to  secure  relief  from  the  existing 
conditions,  not  only  as  a  matter  of  self-preservation  and  in  the  interest  of  the  agri- 
cultural life  of  the  Nation,  but  also  in  the  interest  of  commerce  and  civilization.  We 
feel  fully  convinced  that  if  the^President  could  be  informed  of  the  seriousness  of  these 
conditions  he  would  see  that  the  neccssarj'  relief  is  extended. 

Agricultural  products,  nation-wide,  can  be  sold  only  on  a  limited  market  for  about 
one-half  the  cost  of  production.  Agricultural  producers  of  America  are  face  to  face 
with  bankruptcy,  regardless  of  the  fact  that  there  is  no  overproduction  but  that  there 
is,  on  the  other  hand,  a  pressing  demand  for  our  products.  The  people  of  central 
Europe  are  in  great  distress  on  account  of  their  inability  to  secure  our  raw  products. 

In  the  interest  of  the  agricultural  and  commercial  life,  in  fact  in  the  interest  of 
our  entire  Nation,  it  seems  that  it  would  be  the  duty  of  the  (xovernment  to  take  the 
necessary  steps  to  enable  the  producers  to  reach  the  markets  of  Europe  with  their 
products.  The  reestablishment  of  the  War  Finance  Corporation  would  relieve  this 
situation,  and  it  is  our  understanding  that  the  War  Finance  Corporation  was  created 
bv  Congress  with  a  fund  of  $1,000,000,000  for  the  express  purpose  of  promoting  sale- 
of  our  raw  products  into  central  Europe. 

Having  foiled  in  our  efforts  to  secure  a  conference  with  the  President  and  having 
been  denied  a  conference  with  the  Cabinet  officials,  we  wish  to  make  the  request 
that  the  President  take  the  necessary  steps  to  have  an  immediate  investigation  made 
concerning  agricultural  conditions,  and  we  urge  that  this  investigation  be  started  with 
the  great  staple  crops  which  enter  so  extensively  into  our  commerce,  commencing 
with  cotton  and  wheat  and  thence  making  a  complete  investigation  on  through  every 
line  of  the  agriailtural  industry. 
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This  investigation  should  be  most  completely  and  thoroughly  conducted  for  the 
purpose  of  ascertaining  and  naming  all  causes  and  all  persons  \\hich  have  or  who  have 
contributed  to  the  destrojdng  of  markets  for  agricultural  products  which  has  resulted 
in  forcing  these  products  \o  be  sold  at  about  half  the  cost  of  production.  This  invest- 
tigation  should  also  be  conducted  for  the  purpose  of  ascertaining  the  causes  for  and 
the  persons  responsible  for  the  contributions  to  the  stagnation  of  commerce,  nation- 
wide. Specifically,  this  investigation  should  be  conducted  for  the  purpose  of  re- 
moving tne  causes  or  the  persons  which  are  or  who  are  responsible  for  these  condi- 
tions,  80  as  to  enable  farm  products  to  be  sold  upon  the  law  of  supply  and  demand. 
This  investigation  should  show^  conclusively  the  differences  between  the  prices  paid 
to  the  producers  and  the  prices  paid  by  the  ultimate  consumers.  It  should  also 
show  the  differences  between  the  reduction  in  the  prices  paid  to  the  producers  and 
the  reduction  in  the  prices  paid  by  the  ultimate  consumers. 

This  investigation  should  be  conducred,  first,  for  the  purpose  of  bringing  speedy 
relief  to  the  disastrous  conditions  now  facing  the  agricultural  interests  of  the  Nation. 

The  agricultural  producers  do  not  ask — nor  do  they  expect-^any  especial  con- 
sideration or  privilege.  If  they  are  unable  to  secure  relief  and  are  forced  to  sell 
their  products  under  existing  conditions  and  at  prices  now  prevailing,  it  seems  that 
they  will  be  forced  to  shoulder  losses  that  will  affect  not  alone  themselves  but  which 
will  be  the  serious  detriment  of  the  entire  financial  and  commercial  fabric  of  the 
Nation. 

If  our  request  for  this  investigation  is  granted  and  it  is  found  that  our  contention 
is  in  error  and  that  conditions  do  not  warrant  governmentAl  relief  along  the  lines 
indicated  above,  then,  we  do  not  wish  that  any  such  relief  should  be  granted  or  ex- 
tended and  we  will,  as  a  matter  of  lovalty  to  our  Government  and  to  our  Nation, 
cheerfully  shoulder  the  fearful  losses  which  are  being  forced  upon  us. 

At  our  recent  conference  in  Washington  we  insisted  that  only  a  small  delegation 
be  sent  from  each  association,  feeling "con\dnced  that  this  wa^thc  better  courts  to 
pursue  and  that  the  desired  relief  could  be  and  would  be  obtaineo.  In  this  we  find 
that  we  were  entirely. mistaken. 

If  the  investigation  requested  above  can  not  be  immediately  granted,  it  is  now  the 
consensus  of  opinion  of  the  representatives  of  all  of  the  associations  that  the  exist- 
ing conditions  are  of  such  a  serious  nature  that  the  proper  course  to  pursue  would  be 
to  call  a  gathering  of  the  farmers  of  the  entire  Nation,  with  representatives  from  not 
only  every  agricultural  association,  nationwide,  but  from  every  agriciUtural  coimt\' 
in  every  State  of  the  Union,  concentrating  our  efforts  upon  obtaining  a  large  repre- 
sentation, and  thus  place  our  case  before  the  Nation. 

We  can  not  believe  that  it  is  the  judgment  of  the  liberty-loving  people  of  this  great 
Nation  that  the  producers  of  agriculture  should  be  forced  to  sell  theirproducts  for  less 
than  half  of  the  cost  of  production.  Such  a  policy,  if  continued,  would  not  only 
result  in  commercial  murder,  but  would,  eventually,  resiUt  in  the  commercial  sui- 
cide of  the  entire  Nation. 

I  urge  that,  after  a  conference  with  the  President,  you  advise  us  definitely  and 
positively  whether  or  not  the  above  request  for  a  sweeping  investigation — going  into 
the  roots  of  the  matter  for  the  purpose  of  ascertaining  and  naming  the  truth  and  for  the 
purpose  of  preventing  the  calamity  which  is  facing  us — ^will  be  made  without  delay. 
We  feel  that  a  special  commission  should  be  appointed  for  this  purpose.  Theee  matters 
are  of  far  too  serious  a  nature  to  permit  of  delay. 
I  beg  to  remain,  very  respectfully,  yours. 

President  American  Cotton  Association. 

To  that  letter  I  received  the  following  reply  from  Mr.  Tumulty 
[reading] : 

The  Whitb  House, 
Washington,  October  23,  1920. 
My  Dear  Mr.  Wannamaker:  I  have  received  your  letter  of  October  17  and.  have 
brought  it  to  the  attention  of  the  President.    - 
Sincerely,  yours, 

Jos.  Tumulty, 
Secretary  to  the  Pretident. 
Mr.  J.  S.  Wannamaker, 

Prendent  American  Cotton  Assodationy  St,  MaithewSy  S.  C, 

Buyer^s  panic  continued  to  grow  in  intensity  as  prices  dropped  to 
bottom. 
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The  following  report  of  the  general  committee  was  unanimously  adopted  this  morn- 
ing by  the  national  convention  of  farm  organizations  meeting  here,  in  the  home  of  the 
National  Board  of  Farm  Organizations,  to  consider  the  condition  of  agriculture  in 
respect  to  credit  and  market  problems: 

In  response  to  the  action  of  the  convention  your  general  committee,  to  whom  was 
a«i^ed  the  duty  of  investigating  the  condition  of  the  agricultural  interests  of  the 
Nation,  beg  leave  to  submit  the  following  report: 

Your  committee  was  made  up  of  representatives  of  the  great  staple  agricultural 
interests  of  America.  Each  representative  of  these  different  interests  gave  an  exhaus- 
tive statement  as  to  marketing  conditions  of  the  product  that  he  represented.  These 
conditions  were  found  to  be  practicallv  similar  and  uniform  as  to  the  fact  that  the 
prices  now  current  in  the  market  are  below  the  cost  of  production  and  that  unless 
some  immediate  remedy  be  found  to  relieve  the  situation  general  bankruptcy  and 
ruin  are  inevitable.  The  condition  now  facing  the  agricultural  interests  of  America 
is  not  confined  to  any  one  section  or  any  one  product. 

At  the  close  of  the  war  the  world  was  found  to  have  almost  no  reserve  agricultural 
products.  The  farmers  of  the  country  were  urged  by  every  sort  of  propaganda  to 
continue  the  utmost  production  as  a  duty  to  prevent  untold  horrors  of  starvation 
and  nakedness  among  the  nations,  especially  those  which  had  been  exhausted  by  the 
ravages  of  war.  We  were  given  to  understand  that  no  matter  how  great  the  produc- 
tion, we  could  not  possibly  meet  the  needs  of  consumption  and  supply  normal  re- 
serves in  a  single  year  and  that  therefore  we  could  expect  prices  that  would  well  repay 
the  high  cost  of  equipment,  materials^  and  labor. 

We  are  convincea  that  the  situation  was  not  overstated.  The  world  supply  is 
unusually  small.  The  fact  that  we  are  facing  prices  to-day  that  are  below  the  cost  of 
production  arises  out  of  the  fact  that  while  tne  Federal  reserve  system  was  found 
adequate  to  finance  our  allies  and  ourselves  during  the  greatest  upheaval  the  world 
has  ever  seen  it  is  arbitrarily  withheld  from  assisting  the  basic  industry  of  this  country 
to  maintain  a  level  of  prices  that  at  least  meets  the  cost  of  production. 

It  is  true  that  commodities  other  than  farm  products  have  oeen  affected  by  the  ac- 
tion of  the  Federal  Reserve  Board ;  but  the  conditions  under  which  the  manufacturer 
and  the  farmer  produce  are  so  different  that  the  effect  upon  them  is  entirely  differ- 
ent. The  manufacturer  produces  an  asset  every  day  to  meet  the  liabilities  incurred 
in  production  while  the  farmer  only  produces  an  asset  once  every  12  months. 

m  our  judgment  it  is  wrong  as  a  matter  of  policy  artifically  to  press  down  the  prices 
of  commodities,  and  it  is  particularly  wrong  to  begin  with  the  raw  commodities,  for 
such  a  program  inevitably  forces  upon  the  producer  the  heaviest  burden  of  recon- 
struction and  readjustment. 

The  condition  of  agriculture  is  now  desperate.  The  condition  of  mind  of  the  fsum 
population  is  ominous.  Producers  of  all  crops  have  come  to  feel  that  the  hand  of 
the  Government  is  against  them.  This  state  of  mind  can  only  be  changed  by  a  frank 
and  fair  attitude  on  the  part  of  those  in  authority— the  test  of  which  can  be  only  their 
acts. 

After  a  full  and  free  discussion  of  the  situation  the  conclusion  was  reached  that  the 
present  situation  is  brought  about  by  the  following  official  acts: 

1.  Restricting  of  credits. 

2.  Raising  the  rate  of  discoimt  on  farm  products. 

3.  Discontinuance  of  the  War  Finance  Corporation. 

4.  The  statements  given  out  by  the  Secretary  of  the  Treasury,  the  governor  of  the 
Federal  Reserve  Board,  and  the  Federal  reserve  banks  have  oeen  construed  to  the 
effect  that  commodity  prices,  particularly  prices  of  farm  products,  were  too  high  and 
that  a  prewar  basis,  or  an  approximation  of  a  prewar  basis  of  prices  must  be  reached 
^thin  a  short  time.  The  consequent  effect  of  these  utterances  upon  the  member 
hanks  of  the  Federal  reserve  system  and  the  banking  interests  of  the  country  generally 
^as  to  cause  them  to  withhold  such  accommodations  as  they  might  have  otherwise 
extended,  because  of  the  fear  that  the  seauity  taken  would  necessarily  decline, 

5.  The  action  of  the  Federal  Reserve  Board  in  counting  the  bonds  held  by  member 
hanks  as  part  of  the  commercial  credit  of  the  banks  holding  these  bonds,  thereby 
enormously  decreasing  the  power  of  such  banks  to  extend  the  needed  credits  to  the 
agricultural  interests  of  their  respective  communities. 

Your  committee  feels  that  the  officials  of  the  Treasury  Department  and  of  the  Fed- 
eral reserve  system  have  exceeded  their  authority  when  tney  publicly  announced 
opinions  as  to  prices  of  farm  products,  which  have  resulted  in  disastrous  price  declines. 

Your  committee  is  of  the  opinion  that  the  functions  of  these  institutions  as  ex- 
preesed  in  the  law  are  to  discharge  the  duties  imposed  on  them  by  the  law  and  spirit 
of  the  law,  regardless  of  what  effect  it  may  or  may  not  have  upon  the  markets  of  the 
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country  and  the  prices  of  commodities.  We  believe  that  the  rate  of  discount  should 
be  detennined,  first,  by  the  character  of  the  paper  offered  for  discount  and,  secondly, 
by  the  aggregate  earnings  of  the  Federal  reserve  system,  and  tiat  the  rate  should  not 
be  used  as  a  weapon  to  deflate  prices  or  discourage  proper  loans  and  conmiercbl 
transactions. 

We  therefore  insist  that  the  Federal  reserve  officers  and  officers  of  the  Treasury 
Department  shall  discontinue  and  desist  from  issuing  statements  as  to  their  opinioDS 
as  to  prices  and  their  attitude  toward  the  trend  of  commercial  events. 

We  urge  that  the  rate  of  discount  for  the  orderly  marketing  of  the  agricultural  prod- 
ucts of  this  country  shall  be  made  as  low  as  sound  business  will  justify  and  that  the 
rate  on  a  fixed  or  a  certain  class  of  paper  shall  be  uniform  and  such  rate  shall  not  be 
graduated  or  progressed  on  account  of  the  amount  of  such  paper  discounted  by  a 
particular  bank.  We  further  urge  that  this  rate  shall  not  be  changed  during  the 
period  of  the  marketing  of  the  crop  then  being  moved  and  that  paper  accepted  by  a 
member  bank  and  offered  for  rediscount  shall  be  accepted  and  rediscounted  at  this 
rate  during  the  period  of  the  crop  movement. 

If  the  Federal  reserve  officers  will  take  such  action  at  once  as  will  carry  into 
effect  the  suggestions  above  made,  with  particular  reference  to  a  more  liberal  policy 
in  extending  credits  for  the  encouragement  of  exports,  we  believe  that  the  distrust 
and  unrest  among  the  farmers  of  the  country  will  be  greatly  relieved. 

We  do  not  make  these  requests  in  any  sense  as  a  favor  to  be  granted.  We  are 
simply  requesting  that  the  purpose  and  spirit  of  the  Federal  reserve  act  be  fearlessly 
and  impartially  administored.  Prices  of  commodities  that  farmers  receive  will  be 
determined  by  the  law  of  supply  and  demand  if  artificial  and  baneful  advices  and 
statements  are  withheld. 

It  is  no  concern  of  the  Federal  reserve  system  or  of  the  Treasury  Department  what 
prices  the  producers  of  the  country  may  determine  is  a  fair  price. 

The  questions  for  these  officials  to  determine  is  what  rate  of  interest  and  rediscount 
is  justifiable  under  the  law  and  to  leave  the  question  of  the  marketing  and  prices  to 
the  natural  laws  of  commerce. 

The  people  who  consume  our  products  are  or  should  be  vitally  interested  in  the 
solution  of  these  problems,  for  so  long  as  we  have  a  decadent  agriculture  we  are  sure 
to  have  a  continuously  increasing  cost  of  living. 

Respectfully  submitted  by — 

J.  J.  Brown,  chairman,  Georgia;  John  A.  McSparran,  Pennsylvania;  John 
-  Tromble,  Kansas;  Fred  Roberts,  Texas;  T.  R.  Kilkenny,  Arizona: 
J.  S.  Wannamaker,  South  Carolina;  A.  D.  Fairbaim,  Washington, 
D.  C;  Clarence  Sears  Kates,  Pennsylvania;  Charles  W.  Holman.  Wis- 
consin; Senator  E.  D.  Smith,  South  Carolina;  Frederick  Shangle,  New 
Jersey;  Roy  Young,  Louisiana;  T.  C.  Atkeson,  West  Virginia;  Alva 
Agee,  New  Jersey;  Charles  H.  Brand,  Georgia,  committee. 

Conditions  steadily  grew  more  serious.  The  buyers'  panic  grew  in 
intensity  until  finally  the  bottom  was  reached  when  pnces  fell  to  an 
average  of  one-fourth  the  cost  of  production,  where  they  have  sinc^ 
remained.  Charges  by  the  governor  of  the  Federal  Reserve  Board 
that  farmers  withheld  their  cotton  from  the  markets,  or  that  they 
wanted  credits  against  cotton  in  storage  to  force  prices  abnormally 
high,  are  not  borne  out  by  the  facts.  The  records  of  the  past  cotton 
year  ending  July  .31  show  that  practically  as  much  cotton  passed  into 
the  channels  of  trade  and  commerce  out  of  the  suppUes  of  1920-21, 
even  with  stagnated  markets,  embargoed  exports  and  extremely  low 
prices,  as  passed  into  trade  channels  out  of  the  suppUes  of  1919-20 
when  demand  was  strongest  and  prices  higher  than  lor  the  past  half 
centiuy.  A  large  proportion  of  the  crop  held  by  the  farmers  was  of  a 
low-grade  type  tor  which  there  has  been  no  demand  for  several  years, 
and  which,  d\iring  the  past  12  months,  could  not  be  sold  in  quantity 
at  any  price. 

When  the  buyers'  panic  was  precipitated  and  fair  market  values 
were  destroyed  by  world-wide  imderconsumption,  the  farmers 
expected  that  they  would  be  able  to  seciure  sufficient  credits  through 
the  operation  of  tne  Federal  reserve  banking  system  to  enable  them 
to  finance  their  unsold  cotton  in  storage  at  reasonable  interest  rates 
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until  business  was  readjusted  on  a  nonnal  basis  and  the  staple  could 
be  fed  into  the  channels  of  demand  in  an  orderly  manner.  In  this 
they  were  disappointed  most  painfully.  Through  circular  letters 
sent  out  by  the  re^onal  reserve  banks,  to  which  your  attention  has 
already  been  called,  the  member  banks  were  ur^ed,  almost  to  the 
point  of  a  conunand,  to  force  the  liquidation  of  their  customers'  paper 
secured  by  cotton-warehouse  receipts.  In  hundreds  of  instances 
this  enforced  liquidation  threw  cotton  held  by  farmers  upon  the 
markets,  and  the  staple  was  sacrificed  at  prices  which  meant  bank- 
ruptcy or  financial  ruin  for  the  owners. 

The  progressive  and  usurious  rediscoimt  interest  rates  were  only 
appUed  and  enforced  by  the  regional  reserve  banks  operating  in  the 
cotton  belt,  except  the  Kichmond  banks.  The  progressive  remscount 
interest  rate  only  intensified  the  credit  situation  and  precipitated  a 
condition  which  simply  annihilated  the  business  and  markets  in  the 
cotton  belt.  The  constant  call  for  margins  by  the  banks  to  maintain 
the  collateral  security  of  farmers  loans,  caused  bv  the  continual  fall 
in  the  price  of  cotton,  caused  the  growers  not  only  to  put  up  all  the 
cotton  they  held,  but  their  life-msurance  pohcies  and  mortgages 
on  their  farms.  Loaded  with  obUgations  made  in  producing  flie 
1920  crop  at  the  peak  of  high  cost,  and  imable  to  liquidate  them  at  the 
low  prices  obtaining  after  the  crop  was  harvested,  the  farmers  found 
themselves  in  the  spring  of  1921  unable  to  obtain  credits  to  properly 
carry  on  their  fanning  operations  for  the  present  year.  Merchants 
throughout  the  cotton  belt  were  imable  U)  collect  obligations  due 
them  in  the  fall  of  1920,  and  were  consequently  imable  to  furnish 
credits  to  farmers.  The  entire  machinery  of  farming  and  business 
having  to  do  with  the  agricultural  industry  of  the  South  has  been 
practically  suspended,  except  in  a  very  limited  way,  for  the  past  12 
months.  Under  these  conditions  the  farmers  could  not  produce 
nonnal  crops,  however  much  they  desired  to  do  so.  As  a  result  of 
their  inability  to  secure  credits  and  find  satisfactory  markets  for 
their  cotton,  the  acreage  has  been  reduced  28.4  per  cent  in  1921, 
and  the  smallest  crop  is  now  in  prospect  which  has  been  produced  in 
25  years.  A  poUcy  of  drastic  deflation  in  cotton  production  must 
necessarily  follow  for  several  years  to  enable  the  growers  to  gradually 
liquidate  the  enormous  losses  which  they  have  sustained  during  the 
past  12  months  as  a  result  of  the  drastic  artificial  deflation  poUcy  of 
the  Federal  Reserve  Board. 

Not  only  are  thousands  of  farmers  now  bankrupt,  with  the  hard- 
earned  savings  of  a  lifetime  swept  away  in  this  maelstrom  of  defla- 
tion, which  they  could  neither  hedge  against  nor  stop,  but  hundreds 
have  found  quiet  and  rest  only  in  a  suicide's  grave,  and  yet  other 
hundreds,  with  minds  gone  and  their  physical  bodies  weakened,  are 
to-day  confined  in  asylums  for  the  insane  or  in  private  sanitoriums. 
Among  the  poorer  classes  of  the  farmers,  pestilence  in  the  form  of 
pellagra  is  reported  to  have  largely  increased  this  year  in  the  cotton 
oelt,  the  cause  of  which  is  stated  oy  Surg.  Gen.  Cummings  to  be  due 
to  the  low  price  of  cotton  and  the  consequent  inability  to  purchase 
nourishing  loods. 

The  cotton  growers  have  sustained  losses  on  the  1920  crop,  as  a 
result  of  artificial  deflation  which  stagnated  trade  and  paralyzed 
business  to  the  amount  of  $1,250,000,000,  with  the  additional  burden 
of  knowing  that  the  cotton  industry  will  for  years  be  disorganized. 
To  repay  tne  enormous  obligations  left  upon  them  as  a  heritage  of  the 
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1920  drastic  artificial  deflation  policy  of  the  Federal  Reserve  Board, 
it  will  require  years  of  hard  work,  rigid  economy,  and  liberal  credits 
at  reasonably  low  rates  of  interest. 

The  impression  that  the  cotton  growers  were  blinded  by  the 
tmusually  nigh  prices  during  the  cotton  year  of  1919-20,  and  that 
they  were  making  large  profits  and  luxuriating  in  suddenly  acquired 
wealth,  is  completely  refuted  by  their  absolute  inability  to  meet  their 
obligations  for  producing  the  1920  crop  when  prices  were  forced  down 
below  the  cost  of  production. 

The  most  careiuUy  prepared  statistics  gathered  by  the  United 
States  Department  of  Agriculture  on  the  cost  of  growing  a  pound  of 
ootton  in  1920,  fixed  the  bulk  line  cost  at  33  cents,  which  meant  the 
average  price  for  the  high  and  low  grades,  as  it  costs  just  as  much,  or 
more,  to  produce  a  bale  of  low-grade  cotton  as  it  does  to  produce  a 
bale  of  the  highest  and  best  grade  of  lint. 

There  seemed  to  have  been  a  feeling  of  annoyance  on  the  part  of 
the  members  of  the  Federal  Reserve  Board  when  southwide  petitions 
were  presented  to  them  for  relief  from  the  unbearable  conditions 
imposed  upon  the  credit  facilities  of  the  people  by  the  rerional  reserve 
banks.  We  were  told  to  go  home,  sell  our  cotton,  liquidate  our 
obligations,  talk  optimism,  and  praise  those  who  were  engmeering  the 
financial  machinery  of  the  coimtry  that  had  in  six  months  swept  into 
oblivion  $8,000,000,000  worth  of  American  farm  products.  Tne  fact 
that  such  statements  could  emanate  from  members  of  the  Federal 
Reserve  Board  showed  their  complete  ignorance  of  the  agricultural 
industry  of  the  South,  the  financial  condition  of  the  farmers,  or  the 
real  economic  problems  of  the  Nation. 

When  the  farmers  received  the  highest  recorded  market  values  for 
their  cotton  in  the  winter  and  spring  of  1919-20  they  got  hardly  more 
than  the  cost  of  production,  and  when  those  prices  were  weighted 
down  with  the  wide  price  differences  in  the  lower  grades,  it  did  not 
in  any  instance  approximate  the  cost  of  production. 

Carefully  prepared  statistics  show  that  the  average  price  received 
for  cotton  during  the  years  preceding  the  war  between  uie  States  was 
higher  than  the  average  price  received  for  the  staple  since  the  eman- 
cipation of  slavery.  Both  the  white  and  colored  races  in  the  South, 
engaged  in  the  production  of  cotton  for  the  past  50  years  have  been 
manacled  and  cnained  to  the  chariot  wheels  of  agricultural  slavery. 
This  is  seen  in  the  general  poverty  of  the  average  cotton  growers, 
black  and  white;  their  poorly-equipped  homesteads,  widespread 
iUiteracy,  and  unattractive  public  hignways.  Just  here  I  would  like 
to  place  in  the  record  an  article  I  published  on  May  1,  1921. 

A  Commercial  Crime. 

PRESENT  DISTRESSING  FINANCIAL  CONDITIONS,  THREATENING  US  WITH  BANKRUPTCT 
AND  CURSING  US  WITH  IDLENESS  ARE  NOT  THE  NATURAL  AFTERMATH  OF  THE  WORLD 
WAR,  BUT  THE  RESULT  OF  THE  ENFORCEMENT  OF  A  POLICY  OP  DEFLATION,  THROT- 
TLING OF  EXPORTS,  RESTRICTION-  OP  CREDITS,  WHICH  POLICY  WAS  MADE  BFPECTITB 
THROUGH  A  CONSTANT  AND  SYSTEMATIC  PROPAGANDA  THROUGH  THE  PRESS,  CREAT- 
ING A  TYPICAL  COMMODITY  PANIC — SOME   INSIDE  HISTORY  CONCERNING  COTTON. 

Eighteen  months  of  intense  commercial  activity  and  prosperity  following  ceesation 
of  hostilities  absolutely  confirms  correctness  of  position  persistently  adhered  to  by 
various  representatives  on  the  commodity  side  of  the  peace  conference,  which  positioo 
was  confirmed  by  del^^ates  attending  the  New  Orleans  World  Cotton  Ccmfer^ice  in 
1919,  that  as  a  result  of  the  World  War  America  would  enjoy  intense  commercial 
activity  and  prosperity,  and  that  we  would  be  taxed  to  the  limit  of  our  ability  to 
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furnish  sufficient  raw  cotton  and  other  products  to  fill  the  pressing  demands  of  the 
consuming  world. 

The  ^§Ticulture  of  this  Nation  is  not  only  the  foundation  stone  of  it  commerce,  but 
is  more  important  and  necessary  in  war  and  to  prevent  war  than  our  armies  and  navies. 
A  study  of  the  commercial  and  political  horizon  plainly  brings  to  light  the  fact  that 
Eagland  is  grasping  our  trade  now  and  that  the  danger  of  war  with  Japan  looms  up  as 
a  dark  cloud  on  the  other  horizon.  Relief  to  our  agriculture  to-day  is  a  great  big 
national  necessity.  The  farmer  can  not  pay  debts  incurred  in  the  production  of  his 
products  when  the  dollar  was  worth  33  cents  on  a  dollar  now  worth  100  cents;  and  to 
add  to  Iiis  burdens  he  is  without  markets  and  without  credits.  The  World  War  should 
bring  to  the  public  nrind  as  nothing  else  could  have  done  the  fact  that  cotton  is  really 
eolden,  and  that  its  golden  values  are  so  interwoven  with  the  solidarity  of  mankind 
as  to  depend  to  a  peculiar  degree  for  their  stability  on  the  maintenance  of  an  unbroken 
network  of  international  trade.  America  produces  62  per  cent  of  the  cotton  crop  of 
the  world.  The  United  States,  in  addition  to  its  large  manufacture  of  cotton  goods, 
■exports  raw  cotton  annually  in  a  sum  exceeding  in  value  its  next  three  greatest  export 
^ups  put  together.  It  exceeds  the  amounts  for  iron  and  steel  manufactures,  meat 
and  dairy  products,  and  breadstuffs  combined,  these  three  groups  ranking  next  in 
importance  among  articles  exported.  Cotton  maintains  an  annual  balance  of  trade 
in  favor  of  the  United  States  on  the  pages  of  the  world's  ledgers  by  attracting  a  stream 
of  European  gold  westward  each  autumn  and  setting  in  motion  the  current  of  liquida- 
tion necessary'  to  sustain  national  credit.  It  is  the  only  crop  of  importance  all  of 
which  is  sold  by  those  who  produce  it.  Only  17  per  cent  of  the  corn  crop,  for  instance, 
leives  the  farms;  the  rest  is  consumed  or  fed  to  stock  by  those  who  produce  it.  Cotton , 
therefore,  generates  an  enormous  commerce  and  provides  a  medium  of  exchange  that 
almost  entirely  takes  the  place  of  gold  in  the  settlement  of  interstate  and  international 
balances.  Cotton  properly  warehoused  is  imperishable  and  should  always  be  con- 
vertible, and  possesses  more  of  the  attributes  of  a  legal  tender  than  anything  produced 
bv  human  labor  except  gold.  It  exceeds  in  value  the  whole  world's  annual  output 
of  the  previous  metals  by  50  per  cent.  It  is  the  world's  golden  fleece;  the  nations  are 
bound  together  in  its  globe-engirdling  web. 

NATIONS   WORRIED  ABOUT  COTTON   SUPPLY. 

Representatives  on  the  commodity  side  of  the  peace  conference  were  unanimously 
agreed  that  there  was  no  product  which  would  be  more  affected  by  the  World  War, 
and  by  conditions  growing  out  of  it,  than  cotton.  A  matter  of  vital  concern  with 
these  representatives  was  whence  would  the  world  secure  a  sufficient  quantity  of 
cotton,  copper,  and  wheat.  During  the  various  sessions  of  this  conference  efforts  were 
made  time  and  time  again  to  devise  plans  for  the  allocation  of  these  products,  especially 
cotton. 

WORLD  SPINNING  TRADE  WILL  REQUIRE  ANNUALLY  ABOVE  30,000,000  BALES. 

The  position  of  the  representatives  at  the  peace  conference  was  confirmed  by  dele  - 
gates  attending  the  World  Cotton  Conference  held  in  the  fall  of  1919  at  New  Orleans. 
At  the  peace  conference  and  the  World  Cotton  Conference  it  was  agreed  that  nine- 
tenths  of  the  clothing  worn  by  the  inhabitants  of  the  world  was  made  of  cotton  and 
that  out  of  the  worlcfs  population  of  1,800,000,000  only  500,000,000  were  completely 
clothed,  750,000,000  only  partially  clothed,  and  550,000,000  without  clothing  of  any 
description;  that  there  would  be  an  enormous  increased  demand  for  raw  cotton  to 
supply  the  increased  use  of  cotton  clothing,  which  was  an  absolute  certainty;  that  to 
provide  clothing  lor  the  human  race  it  would  reauire  50,000,000  bales  of  cotton  or 
loj  pounds  for  every  human  being  each  year.  It  was  clearly  conceded  that  the 
world's  consumption  of  cotton  had  been  approximately  23,000,000  bales  annually, 
and  that  of  this  during  the  last  decade  the  American  cotton  crop  averaged  about 
13,000,000  bales  annually.  It  was  predicted  that  there  would  be  an  enormous  in- 
creased demand  for  cotton  as  a  result  of  the  changed  conditions  growing  out  of  the 
World  War;  that  this  increased  demand  would  show  a  steady  increase  in  amount; 
that  it  would  only  be  a  few  years'  time  before  the  world's  spinning  trade  would  require 
annually  above  30,000,000  bales  of  cotton;  that  the  supply  of  cotton  goods  had  been 
steadily  wearing  out  for  five  years  and  that  the  world  must  not  only  be  reclothed 
but  the  additional  demand  for  clothing  must  be  filled;  that  it  would  be  necessary 
to  show  a  steady  increase  in  the  erection  of  factories  for  the  purpose  of  manufacturing 
cotton  goods  to  supply  this  demand.  More  as  well  as  better  cotton,  it  was  conceded 
at  the  peace  conference  and  confirmed  at  the  World  Cotton  Conference,  was  one  of 
the  world's  greatest  prospective  needs;  that  no  matter  what  the  carry-over  or  consump- 
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tion  might  be.  manufacture  is  sure  to  expand,  both  as  a  normal  development,  vhiHi 
was  bound  to  be  preatly  stimulated  following  the  World  War,  and  also  because  of  the 
world's  dearth  of  garments;  that  in  the  modern  scheme  of  civilization  cotton  wag 
second  only  to  food,  and  its  production,  manufactiu-e  and  distribution  were  vorld 
matters. 

So  thoroughly  were  the  representatives  on  the  commodity  side  of  the  peace  con- 
ference convinced  that  this  statement  was  correct  that  effort  after  effort  was  made  by 
the  representatives  from  the  various  manufacturing  countries  to  have  plans  adopted 
that  would  result  in  seciuing  for  their  countries  the  ceitiinty  of  obtaining  a  fair  pro- 
portionate part  of  the  a\dlable  supplies  of  raw  cotton  for  several  years  to  come  V 
statement  was  made  at  the  peace  conference  and  confirmed  at  the  World  Cotton 
Conference  that  the  various  lines  of  the  cotton  industry  represented  one  of  the  great- 
est industries  of  the  world,  it  being  shown  that  the  estimated  value  of  capital  investeJ 
in  world  cotton  production  in  1914  was  as  follows: 

Estimated  value  of  capital  invested  in  world  cotton  prodtiction. 


Acres,  1914. 


Average  value 
per  acre. 


Value  of  land 
and  building^N. 


United  SUtes 

India 

§fe:::;::::::::;::;::::::;:;::: 

Olns,  compresses,  machinery,  etc. 


36,800,000 

24,506,000 

1,822,000 

7,000,000 


186 

80 

600 


$2,428,000,000 

1,968,000,00) 

1,093,000,0(0 

420,000,000 

200,000,000 


70,218,000 


6, 109,000.000 


It  was  shown  that  the  estimated  capital  invested  in  the  cotton  mills  of  the  worW 
was  about  as  follows: 

United  States |1, 500, 000,000 

United  Kingdom 2, 100, 000, 000 

Continent  of  Europe 1, 860, 000,000 

India 280,000,000 

Japan 130,000,000 

Others 200,000,000 


6,060,000,000 

It  wafl  further  shown  that  the  estimated  capital  invested  in  all  branches  of  the 
cotton  industry  of  the  world  was  about  as  follows: 

Cotton  lands,  including  buildings  and  farm  machinery |6, 109, 000, 000 

Factories  (estimate  based  upon  a  world  average  of  $40  per  spindle) . .     6, 000, 000, 000 
Invested  in  the  manufactured  products  (one-half  of  year's  output). . .     8,  OOOr,  000, 000 

Cottonseed  oil  industry  and  output,  estimated 1, 000, 000, 000 

Dyeing,  finishing,  mercerization,  and  knit  goods 500, 000, 000 

Total : 21,669,000,000 

It  was  also  fully  agreed  that  the  6,000,000  persons  employed  in  the  production, 
manufacture,  and  distribution  of  the  finished  product  represent  30,000,000  mouilis 
to  feed;  the  land  on  which  it  ctows  is  worth  about  16,000,000,000;  the  factories  which 
turn  it  into  cloth  another  $6,000,000,000;  the  finished  product  which  they  turn  oat 
in  a  year  is  worth  $15,000,000,000  at  the  door  of  the  factory,  and  the  capital  invested 
in  the  growth,  manufacture,  and  distribution  of  the  world  crop  and  its  product  aggre- 
gates approximately  $20,000,000,000. 

WORLD  BACKWARD  IN   USE  OF  COTTON. 

It  was  the  consensus  of  opinion  expressed  as  a  result  of  research  by  experts  both 
at  ihe  peace  conference  and  the  World  Cotton  Conference  that  viewing  the  cotton 
industry  and  its  future  requirements  we  were  brought  face  to  face  imm^ately  with 
the  fact  that  nearly  two- thirds  of  the  world's  population  was  as  yet  in  its  infancy  in 
the  extensive  use  of  cotton  goods,  although  the  use  of  cotton  in  the  more  backward 
countries  was  on  the  constant  increase. 

Both  at  the  peace  conference  and  the  World  Cotton  Conference  it  was  conceded 
that  to  supply  the  increased  wants  for  cotton  goods  it  would  be  necessary  to  enor- 
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mouflly  increase  the  investment  in  all  lines  from  the  production  end  on  through  to 
the  finished  product,  so  that  it  would  only  he  a  matter  of  a  few  years  until  this  vast 
amount  of  invested  capital  would  show  an  enormous  increase.  It  was  urged  at  the 
World  Cotton  Conference  in  confirmation  of  the  above  belief  that  the  world  would  be 
in  pressing  need  of  15.000,000  bales  from  the  American  crop  of  1920  and  that  acreage 
reduction  under  these  conditions  would  be  little  short  of  criminal.  Representatives 
on  the  commodity  side  of  the  peace  conference,  representing  not  only  America  but 
other  cotton-consuming  countnes,  give  it  as  their  judgment  that  had  it  not  been  for 
the  removal  of  the  War  Finance  Corporation,  thus  removing  the  machinery  whereby 
Europe  could  secure  cotton,  American  short-staple  cotton  would  have  sold  conserva- 
tively at  $1  per  pound,  and  that  there  would  not  have  been  a  sufficient  supply  of 
cotton  for  the  wants  of  the  world;  that  the  dertainty  of  a  great  shorta^  in  cotton  has 
been  changed  to  an  enormous  surplus  entirely  on  account  of  the -inability  of  the 
cotton  world  to  obtain  cotton. 

NATIONAL  OFFICIALS  PROMISED  TO    KEEP  WAR  FINANCE   CORPORATION,  THEN  KILLED  IT. 

It  was  only  as  a  result  of  concentrated  efforts  of  those  urging  and  advocating  a 
15,000,000-bale  crop  in  1920  that  the  acreage  reduction  campaign  was  not  put  into 
effect.  The  American  Cotton  Association  representing  the  cotton  producers  of  the 
South,  as  a  precautionary  measure  before  abandoning  the  proposition  of  cotton  acre- 
age reduction,  laid  the  nmtter  before  the  national  officials  at  Washington,  and  it  was 
only  after  being  assured  that  the  War  Finance  Corporation  would  be  permitted  to  func- 
tion that  the  acreage  production  campaign  was  not  put  into  force.  We  were  informed 
that  the  War  Finance  Corporation  was  formed  after  the  signing  of  the  armistice  for 

rific  purpose  of  financing  exports  of  American  products  to  Europe;  that  under 
law  it  would  function  actively  and  continuously  until  one  year  after  the  ratifi- 
cation of  peace.  It  was  realized  that  it  would  be  absolutely  necessary  and  not  only 
the  duty  of,  but  a  matter  of  good  business  judgment  for,  the  United  States  to  arrange 
for  Europe  to  secure  American  products  for  the  purpose  of  enabling  her  to  rehabili- 
tate and  repay  her  enormous  war  debts;  that  it  was  only  through  furnishing  Europe 
with  the  opportunity  to  become  busy  that  the  purpose  lor  which  the  World  War  was 
fou^t,  to  tnake  the  world  safe  for  democracy,  could  be  secured.  The  South  planted 
a  full  acreage.  Between  the  time  of  planting  and  harvesting  the  War  Finance  (Cor- 
poration was  removed,  credits  restricted,  and  the  deflation  policy  put  into  operation. 
As  a  result  to-day  the  cotton  industry  of  not  only  the  South  but  of  the  world  is  facing 
a  verj',  very  crucial  period.  The  fact  that  there  was  an  enormous  demand  for  al 
products,  especially  cotton  and  great  activity  in  all  lines  of  business,  following  the 
peace  conference  and  the  World  Cotton  Conference  would  seem  to  have  confirmed 
the  judgment  formed  at  the  peace  conference  and  the  World  Cotton  Conference. 
Why  this  great  change  since  that  time? 

America  enjoyed  great  prosperity  and  business  activity  continuously  for  over  a 
year  and  a  half  after  the  signing  of  me  armistice,  which  absolutely  confirms  the  judg- 
ment formed  at  the  peace  conference  and  the  World  Cotton  (Conference.  Present 
conditions  were  entirely  brought  about  by  the  adoption  of  certain  policies  in  inner 
high  financial  circles  in  England  and  America,  and  these  conditions  are  not  the 
result  of  the  World  War,  except  that  the  World  War  afforded  the  opportunity  for 
the  enforcement  of  these  policies.  All  of  this  has  brought  fabulous  losses  to  the 
nuuiv  and  great  wealth  to  the  few.  If  these  policies  are  chargeable  to  bungling,  we 
should  hate  bungling  as  we  do  sin,  but  especially  bungling  on  Qie  part  of  our  officials, 
which  leads  to  misery  and  ruin  to  many  thousands  and  millions  of  people. 

THE  FARMER  CRUSHED  BETWEEN  THE  UPPER  AND  NETHER  MILL  STONE — HIGH  PRICES 
FOR  HIS  PURCHASES  AND  LOW  PRICES   FOR   HIS   SALES. 

The  difference  in  the  price  of  agricultural  products,  including  live  stock,  since 
last  July  compared  with  present  prices  is  around  eight  billions  of  dollars.  This  loss 
which  must  fall  upon  tne  farmers  of  the  Nation  staggers  the  im.agination.  The 
toaer  is  forced  to  pay  75  per  cent  to  100  per  cent  more  for  what  he  buys  than  he  can 
get  for  what  he  sells.  Unless  he  receives  a  price  of  75  per  cent  to  100  per  cent  advance 
over  prewar  prices  he  is  doomed  to  financial  destruction.  This  statement  was 
recently  confirmed  by  the  Secretary  of  the  United  States  Department  of  Agriculture. 

Who  has  received  the  benefit  of  this  vast  sum,  the  loss  tnat  will  be  forced  upon 
agricultural  producer  by  the  decline  in  the  price  of  his  products  as  a  result  of  these 
policies? 
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EXPORTED   COTTON    ON   CREDIT   WOULD   HAVE   SAVED   THE   SITUATION — CONTRAST. 

For  cotton  exported  in  the  year  1919,  in  wWch  year  we  exported  6,598,347  bales,  we 
received  $1,136,500,000.  If  we  export  tlie  same  amount  tnis  year,  we  will  receive 
at  present  prices  only  $329,917,350.  This  alone  will  show  to  the  farmers  of  this  ^^ation 
a  loss  of  $806,582,630,  and,  of  course,  bring  to  foreign  countries  that  amount  of  gain. 
To  raise  the  same  amount  of  money  this  year  as  was  received  for  exports  of  cotton  in 
1919,  it  will  be  necessary  to  export  22,730,000  bales  instead  of  6,598,347  bales.  In 
other  words,  in  actual  bales  of  cotton  the  foreign  countries  will  gain  as  a  free  gift  at 
present  prices;  16,131,653  bales.  It  would  have  been  a  splendid  investment  to  have 
complied  with  the  persistent  and  ^\Titten  request  of  the  American  Cotton  Association 
and  permitted  enough  cotton  to  have  been  sold  through  the  War  Finance  Corporation 
on  long-time  credits  to  Europe  to  have  kept  her  busv,  even  though  we  would  have 
been  forced  to  lose  50  per  cent  of  the  money  for  the  sales,  which  loss  would  have  been 
impossible.  If  we  had  sold  to  Europe  10,000,000  bales  for  prices  prevailing  in  1919, 
and  Europe  would  have  readily  and  gladly  bought  at  that  price,  and  far  higher  prices, 
an  amount  in  excess  of  10,000,000  bales,  if  credits  had  been  arranged  as  outlined  above, 
it  would  have  brought  to  America  two  billions  of  dollars.  Then,  if  we  had  lost  one- 
half,  it  would  have  netted  to  the  farmers  of  America  $1,000,000,000.  This  would  have 
still  shown,  -based  upon  present  prices,  a  net  gain  of  $500,000,000. 

This  does  not  take  into  consideration  the  enormous  indirect  returns.  Had  these 
sales  been  made,  the  present  unrest  would  have  never  existed  in  Europe.  Euro)»e 
would  be  far  on  the  road  to  rehabilitation.  American  commerce  and  business  would 
be  enjoying  intense  activity  instead  of  stagnation.  Agriculture  would  be  enjo>dng 
prospenty  instead  of  paralysis  and  being  threatened  with  death.  Cotton,  the  life 
and  neart  of  credit^  would  have  thus  stimulated  every  line  of  industry  and  promoted 
peace  and  prospenty.  Factories  would  be  humming  instead  of  idle.  There  would 
be  an  active  demand  at  profitable  prices  for  every  bale  of  cotton;  in  fact,  it  would 
be  necessary  to  increase  cotton  acreage  to  supply  the  pressing  demands  of  the  world, 
instead  of  decreasing  cotton  production  so  as  to  permit  the  producer  to  exist. 

DISASTER  FOLLOWS   DEATH  OF   WAR  FINANCE   BODY. 

Although  through  national  governmental  sources  the  farmers  of  the  Nation  had 
l)een  urged  to  increase  production,  it  bein^  pointed  out  thatt  here  would  be  a  great 
demand  for  all  products  subject  to  exportation,  and  that  it  would  be  neceseary  to 
assist  Europe  to  secure  these  products,  thus  enabling  these  countries  to  rehabilitate 
and  commence  to  pay  their  enormous  war  debts.  Still  regardless  of  this,  the  Secre- 
tary of  the  Treasury,  who  had  formerly  been  the  Secretary  of  Agriculture,  and  ad\'ised 
increased  production  in  a  written  statement  in  the  sprine  of  1920,  took  the  poeitioii 
over  his  official  signature  as  Secretary  of  the  Treasury  that  he  was  opposed  to  the 
exportation  of  American  products  to  Europe  either  by  governmental  sources  or  througb 
voluntary  means,  as  it  would  result  in  maintaining  the  high  prices  for  agricultural 
products  in  America  and  subsidize  the  American  farmer.  Realizing  the  vital  necessity 
of  exports,  through  concentrated  efforts  and  at  the  heavy  expenditure  of  finances. 
a  sale  of  300,000  bales  of  low-^rade  cotton  at  a  price  of  40  cents,  strict-low-middling, 
f .  o.  b.  cars  at  southern  shipping  points,  was  made  by  the  American  Cotton  Astsocia- 
tion.  After  all  details  had  been  completed  for  the  sale  of  this  cotton  to  European 
countries,  the  War  Finance  Corporation,  through  which  source  this  cotton  was  to 
have  been  financed,  was  removed  by  order  of  the  Secretary  of  the  Treasiuy.  A 
persistent  and  unceasing  campaign  of  propaganda  was  kept  up  from  Waahingtoiu 
which  resulted  in  a  typical  commodity  panic.  Cheap  products  from  the  Orient, 
where  labor  is  secured  at  25  cents  per  week,  flooded  America.  We  see  the  final  results 
of  all  of  this  to-day. 

PREDICTION    AS    TO    EFFECT    OF    REMOVAL    OF    WAR    FINANCE    CORPORATION    VERIFIED. 

The  A^dsdom  of  the  establishment  of  the  War  Finance  Corporation  by  Congress  and 
the  justice  of  the  protest  against  its  abandonment  made  by  the  American  Cotton 
Association  in  its  campaign  and  other  campaigns  for  the  reestablishinent  of  the  \^'ari 
Finance  Corporation,  is  startlingly  illustrated  to-day.  The  prediction  made  by  the 
president  of  the  American  Cotton  Association  before  the  Secretary  of  the  Treason 
in  a  public  hearing  in  the  summer  of  1920  that  the  removal  of  the  AVar  Finance  Cor- 
poration, the  propaganda  being  issued  against  prices  of  agricultural  products  and  the 
deflation  policy  and  restrictions  of  credits,  if  continued,  would  result  in  wrecking 
the  agriculture  of  the  Nation  and  shouldering  it  with  debts  which  it  would  require 
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UDborn  venerations  to  pay,  has  become  strikingly  verified.  "The  agricrultural  pro- 
ducer,*'he  stated,  *'could  not  pay  a  debt  incurred  for  the  production  of  his  crops  on 
a  33  J  dollar  if  the  dollar  was  deflated  to  100  per  cent  before  these  crops  could  be  mar- 
keted.*'    This  prediction  is  verified  nation-wide  to-day. 

UNITED  STATES   DEPARTMENT  OF  AGRICULTURE   GIVES   COST  OF  COTTON. 

The  United  States  Department  of  Agriculture  has  just  issued  its  statement  on  cot^t  of 
production  of  cotton  for  the  year  1920,  showing  a  bulk  line  cost  of  33  c  ents  per  pound, 
all  grades,  which,  based  upon  the  differentials,  makes  the  cost  approximately  43  cents 
per  pound,  basis  middling.  Cotton  can  only  be  sold  in  a  limited  wav  at  less  than 
one-third  the  cost  of  production.  An  enormous  surplus  has  been  accumulated.  Cotton 
producers  are  unable  to  market  their  cotton  now  on  hand;  unable  to  secure  credits 
of  either  inoney  or  goods  with  which  to  produce  the  coming  crop.  Unless  relief  to 
these  conditions  becomes  effective,  America  is  destined  to  lose  her  monopoly  of  the 
production  of  cotton,  of  which  she  produces  62  peir  cent.  You  can  not  destroy  the 
source  of  production  and  yet  continue  to  receive  the  product. 

As  a  matter  of  self-preservation  the  cotton  producer,  realizing  that  his  very  existence 
i?  at  stake,  is  using  the  only  instrument  at  his  command,  restriction  of  production,  and 
the  world  is  facing  the  absolute  certainty  of  one-half  cotton  crop  for  1921,  regardless  of 
seasons.  The  judgment  of  those  attending  the  peaqe  conference  and  thoee  attending 
the  world  cotton  conference  was  correct  cgncerning  the  needs  of  the  world  for  a  vast 
increase  in  cotton  production.  However,  the  apparent  certainty  of  a  cotton  famine  at 
that  time  has  been  (hanged  into  the  enormous  surplus  now  on  hand,  necessitating 
restriction  of  production  on  account  of  restrictions  of  exports,  the  commodity  panic,  the 
result  of  a  propaganda  against  prices,  the  deflation  policy,  extending  over  a  period  of 
a  few  months,  which  should  have  covered  a  period  of  trom.  8  to  10  years.  As  a  final 
result  of  all  of  this  the  world  is  facing  the  certainty  of  a  famine  in  supplies  through  a  great 
shortage  of  production.  The  consumer  in  the  end  will  pay  a  fearful  penalty.  Famine 
8upplie3  will  bring  a  great  scarcity  and  cause  record-breaking  high  prices. 

BOLL  WEEVIL  A  BLESSING. 

The  cotton-consuming  world  views  with  alarm  the  ravages  of  the  boll  weevil,  realizing 
that  his  destruction  is  a  calamity,  asitdiminifhes  the  production  of  cotton  and  adds  to 
the  cost  of  same.  The  cotton  producer  and  allied  business  interests  view  the  ravages 
of  the  boll  weevil  as  a  blessine  in  disguise,  bein^  fully  convinced  through  actual  ex- 
perience that  the  cost  of  producing  cotton  is  given  practically  no  consideration  in 
naming  the  price  which  is  to  be  paia  for  the  product;  that  cotton,  a  world  necessity,  of 
wl^h  the  South  has  held  the  monopoly  for  over  a  half  century,  has  never  been  ac- 
corded its  iust  place  in  the  commerce  of  the  Nation  as  one  of  the  greatest  assets  of 
America;  that  were  cotton  accorded  its  correct  place  in  the  commerce  of  the  Nation 
and  recognized  as  one  of  the  greatest  national  assets,  as  one  ot  the  most  valuable  assets 
that  enters  into  commerce,  and  a  world  necessity,  it  would  have  brought  not  only  far 
greater  benefits  to  the  South,  but  eventually  greater  benefits  to  the  Nation  and  the 
world  at  large.  It  would  have  added  to  the  wealth  of  the  South  instead  of  to  iu  pov- 
erty; it  would  have  brought  many  times  over  the  balance  of  trade  to  America  that  it 
ha«.  The  use  of  cotton,  had  it  been  handled  as  a  great  national  asset,  would  have  been 
vastly  increased.  Thus  the  entire  South,  the  entire  Nation,  and  mankind  at  large 
would  have  a  received  far  greater  blessings  from  this  world  nece  s^iity,  the  foundation 
etone  of  commerce,  the  promoter  of  civilization,  and  the  commercial  prince  of  peace. 

UNDERPRODUCTION  COMING. 

Vast  sums  have  been  spent  in  scientific  research  for  the  purpose  of  combating  the 
inroads  of  the  boll  weevil;  the  concentrated  thought  of  tne  laymen  and  scientific 
men  have  been  centered  upon  means  and  methods  for  its  destruction — all  to  no  avail. 
The  pink  boll  worm,  far  more  destructive  than  the  boll  weevil,  for  it  is  being  con- 
cedea  by  scientific  men  that  its  spread  would  mean  the  entire  destruction  of  the 
cotton-producing  industry,  as  there  is  no  known  scientific  method  with  which  to 
combat  it,  is  viewed  witn  great  alarm.  When  cotton  is  accorded  the  place  in  the 
commerce  of  the  Nation  and  the  world  which  it  richly  deserves,  the  consumption 
of  cotton,  as  stated  at  the  peace  conference  and  confirmed  at  the  World  Cotton  Con- 
ference, will  be  vastly  increased.  The  serious  question  will  not  be  an  overproduc- 
tion of  cotton,  but  a  sufficient  production  to  fill  the  pressing  demands  of  the  world. 
When  cotton  is  accorded  this  place,  the  question  of  the  eradication  of  the  boll  weevil, 
the  pink  boll  worm  and  other  cotton  pests  will  be  solved  by  science.     ''Necessity  is 
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the  mother  of  invention.'*  Through  necessity  many  of  the  greatest  scientific  dis- 
coveries have  been  unearthed.  Coconuts  fell  for  a  thousand  years,  thumping  the 
heads  of  men,  but  not  until  a  few  centuries  ago  was  the  law  of  ^vitation  discovered 
by  Newton.  Steam  had  rattled  the  lids  of  teakettles  and  boiling  pots  since  the  age 
when  man  began,  but  not  until  a  short  time  ago  did  Watt  discover  the  power  of  steam. 
Just  as  the  secret  of  electricity  was  stolen  from  the  sky  with  a  key,  just  as  Burbank 
found  a  golden  thread  of  natural  law  leading  from  the  weed  to  the  flower,  just  as 
Marconi  discovered  that  a  strata  of  air  would  carry  an  electrically  driven  message 
from  a  lighthouse  off  the  coast  of  Newfoundland  to  the  Tower  of  Pisa — so  will  we  one 
day  find  the  secret  for  the  eradication  of  the  boll  weevil  and  the  pink  boll  worm. 
This  secret  will  not  be  discovered  until  the  necessity  arises. 

NATURAL   LAWS    BEAT   WEEVIL. 

Asa  result  of  years  of  investigation  for  the  purpose  of  discovering  scientific  methods 
and  means  for  the  eradication  of  the  boll  weevil,  a  recent  investigation,  which  is 
guarded  with  profound  care,  brings  to  light  the  fact  that  nature  has  probably  pro- 
vided a  means  whereby  the  eradication  of  the  boll  weevil  will  probably  become  a 
certainty.  By  adopting  certain  methods,  natural  laws  can  be  used  which  will  result 
in  destroying  the  eggs  and  ^rubs  of  the  boll  weevil,  thus  not  only  preventing  its  dam- 
age, but  practically  annihilating  the  pest.  It  will  require  time  to  thoroughly  te^^t 
this  discover>'  and  to  perfect  same.  Men  who  are  intensely  interested  in  and  de- 
voted to  the  upbuilding  of  not  only  the  South  but  the  Nation  at  large,  who  are  con- 
ducting this  investigation  and  who  have  stumbled  upon  this  natural  law,  concede 
that  the  operation  of  same,  were  it  to  bring  the  results  indicated,  would  result  in  a 
curse  to  the  cotton  producers  and  allied  business  interests  of  the  South  instead  of  a 
blessing,  as  the  only  way  through  which  the  South  has  ever  obtained  even  a  small 
remuneration  for  the  production  of  cotton  has  been  through  a  limited  production, 
and  that  had  it  not  been  for  the  inroads  of  the  boll  weevil  the  price  of  cotton  since 
the  first  appearance  of  the  boll  weevil  in  the  cotton  belt  would  have  been  ever  lower 
than  the  starvation  prices  paid  to  the  producer  for  cotton. 

NEVER   AN    OVERPRODUCTION — AN    UNDERCONSUMPTION   THROUGH    NARROW  BUSINESS 

JUDGMENT. 

There  has  never  been  an  overproduction  of  cotton;  there  has  been  an  undercon- 
sumption. The  wants  of  the  world  for  cotton  goods  have  never  been  supplied.  Re- 
striction of  markets  has  throttled  consumption.  The  price  paid  for  cotton  has  been 
based  upon  slave  labor,  and  the  place  accorded  it  in  the  commerce  of  the  NatKm 
has  been  based  upon  prejudiced  judgment.  It  has  been  considered  as  a  sectional 
product,  and  never  accorded  a  just  place  in  the  commerce  of  the  Nation  as  the  ereatest 
asset  of  America.  Following  the  War  between  the  States,  which  war  was  indirectly 
caused  by  the  production  of  cotton  in  America,  when  the  shackles  were  removed 
from  the  black  slave,  they  were  immediately  refast^ned  upon  himself,  his  master, 
his  industry;  and  the  curse  of  Cain  was  placed  upon  cotton  production,  and  as  a  result, 
instead  of  bringing  blessings  to  the  section  which  produces*  it,  to  the  section  which 
controls  an  absolute  monopoly  of  the  cotton  production  of  the  world,  producing  62 

ger  cent  of  the  cotton  in  the  world,  producing  a  quality  and  staple  of  cotton  which 
as  no  competition  in  the  world,  it  has  proved  a  curse— it  has  brought  illiteracy  and 
poverty. 

OTHER   INDUSTRIES   AIDED. 

The  English  Government  has  continuously  fostered  their  own  exports  thrcugh  a 
regular  governmental  board  since  1914.  This  board  is  still  acti^  ely  functionicg.  H 
encourages  and  finances  exports.  The  British  Government  protects  the  exporter  in 
all  losses  up  to  75  p)er  cent  of  said  loss.  1 1  is  in  this  way  that  a  vast  amount  of  American 
commerce  has  been  secured  by  England.  The  Egyptian  Government  is  alfo  pu^ 
chasing  outright  from  all  producers  who  wish  to  ?ell  as  much  as  ICO  bales  at  a  price  of 
from  23  cents  for  the  lowest  grade  up  to  39  cents  for  the  best  grades.  The  Government 
is  also  making  loans  to  the  small  growers  of  funds  to  produce  this  year's  crop. 

The  railroads  of  America  were  subsidized  by  the  National  Government  for  a  wt 
amount.  Transportation  charges  were  enormously  increased  by  the  National  Gov- 
ernment, this  increase,  of  course,  falling  upon  the  farmers  of  the  Nation. 

The  sugar  grower  of  Cuba  has  been  assisted  and  protected  with  a  vast  amoimt  of 
finances  through  grovemmental  sources  and  otherwise  from  America.  The  Brazilian 
coffee  grower  is  being  protected  by  his  Government.  What  protection  has  the  South- 
ern cotton  producer  or  the  American  farmer  received  up  to  the  present  time? 
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The  first  ray  of  hope  has  come  to  him  recently  through  the  activities  of  the  War 
Finance  Corporation  and  other  go\ernmental  sources,  the  War  I-iannce  (oifciaticn 
having  been  re\-ived  as  a  result  of  a  strenuous  fi^ht  on  the  part  of  the  producers  and 
friendly  interests  continuously  conducted  since  its  removal. 

WAR   FINANCE   BOARD   BACK. 

The  reestablishment  of  the  W^ar  Finance  Corporation  was  directly  the  result  of  the 
work  of  the  American  Cotton  Association.  Tne  American  Cotton  Asfociaticn  pio- 
tested  against  the  remo\'al  of  said  corporation  immediately  upon  its  r€mo^a]  and 
wa^  an  unceasing  and  continuous  fignt  for  its  reestabliehment  imtil  it  was  f  nally 
reestablished  over  the  veto  of  the  President.  This  campaign  attracted  naticn-wide 
attention,  and  the  success  of  same  was  due  to  the  cooperation  of  associations,  organi;  a- 
tions,  leaders  of  business,  officials,  and  Congressmen  and  Senatcif  nationwide,  who 
recognized  the  vital  necessity  to  the  commerce  and  agriculture  of  the  Nation  to  have 
the  War  Finance  Corporation  actively  functioning  as  required  under  the  law  estab- 
lishing it. 

Sir  Charles  Macara,  the  great  English  cotton  authority,  the  man  who  recei\ed  his 
title  on  account  of  the  part  he  played  in  bringing  \-a8t  wealth  to  England  through  his 
manipulation  of  the  pnce  paid  to  the  American  cotton  producer  for  his  production, 
has  advocated  a  plan  for  bujdng  up  the  surplus  of  cotton  while  cotton  was  without  a 
market  and  while  the  Amencan  producer  is  helpless.  Did  he  advocate  this  plan  for 
the  purpose  of  benefiting  the  American  cotton  producer,  or  did  he  advocate  it  for  the 
purpose  of  increasing  the  wealth  of  England  as  he  has  in  the  past?  Would  not  this  sur- 
plus be  stored  and  used  for  the  purpose  of  depressing  prices?  W^ould  not  this  plan  if 
made  effective  be  equivalent  to  stabbing  a  coipse,  or  taking  advantage  of  the  producer 
on  hia  deathbed? 

BRITISH  COTTON  CROPS. 

A  vast  amount  of  propaganda  has  been  recently  given  publicit>'  through  English 
sources  concerning  the  increased  production  of  cotton  under  the  Biitifih  Government. 
Has  this  propaganda  been  put  out  for  the  purpose  of  frightening  the  American  pro- 
ducer, inducing  him  to  increase  his  production  and  continue  to  commit  commercial 
suicide?  Is  it  unreasonable  to  ask  to  expect  that  following  the  World  War  cotton  will 
at  last  be  permitted  to  be  accorded  the  place  in  the  new  commerce  of  the  Nation 
which  it  nchly  merits,  that  of  the  greatest  national  asset  of  America;  that  America 
will  concentrate  its  efforts  for  the  purpose  of  opening  the  markets  of  the  world  for 
Americwi  cotton,  for  the  purpose  of  supplying  the  necessities  and  comforts  of  making 
world-wide,  promoting  a  league  of  peace  through  commerce,  bringing  prosperity  and 
contentment,  securing  for  the  South  the  wealth  which  is  richly  hers  tnrougn  the  God- 
pven  monopoly  of  a  world  necessity,  and  bringing  to  America  wealth  and  the  balance 
of  trade  which  will  make  of  her  the  world's  banker?  If  this  is  permitted,  then,  for 
the  first  time,  the  great  law  of  demand  will  awaken  the  law  of  necessity,  and  the  boll 
wee\il  will  cease  to  annually  destroy  millions  of  dollars  worth  of  cotton  that  would 
add  to  the  blessings  of  mankind  ana  increase  the  wealth  of  this  Nation.  The  pink 
boll  worm  would  cease  to  menace  the  cotton-producing  industry. 

COTTON    DISASTER   NATIONAL. 

If  the  cotton  producers  are  forced  to  sacrifice  their  cotton  under  prevailing  prices, 
which  are  less  than  one-third  the  cost  of  production,  not  only  the  cotton  producers  of 
the  South  but  every  line  of  tJie  cotton  industry  and  the  commerce  of  this  Nation  will 
receive  a  shock  from  which  it  will  require  years  to  recover,  and  one  of  the  greatest 
industries  of  the  world,  the  cotton  industry  m  every  line,  will  receive  a  blow  which 
inay  bring  wreck  and  ruin  nationwide  and  worldwide. 

SYMPATHETIC   ATTITUDE   OF   NATIONAL   OFFICIALS-  HOPEFUL   CONFERENCES. 

Upon  in\itation  the  national  officials  of  the  American  Cotton  Association  recently 
J^ld  conferences  with  President  Harding.  Secretary  of  Commerce  Hoover,  Eugene 
*leyer,  jr.,  chairman  of  the  War  Finance  Corporation,  and  other  national  officials.  In 
these  conferences  carefully  prepared  written  statements  were  furnished  by  the  Ameri- 
can Cotton  Association  and  lull  explanation  given  showing  the  fearfal  condition  of  the 
^culture  of  the  Nation,  especially  cotton,  due  to  the  lack  of  exports,  restriction  of 
^'^tfl  and  the  propaganda  against  prices;  that  the  producer  was  without  markets, 
^thout  credits,  unable  to  market  his  crops  on  hand,  unable  to  secure  credits  for  the 
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production  of  new  crops.  The  \'ital  necessity  of  actively  re\'iving  the  War  Finance 
Corporation,  opening  up  foreign  exports,  financing  the  sale  of  agricultural  products  on 
long  time  terms,  more  liberal  extensions  of  credits,  lower  discount  rates,  was  urged  in 
the  strongest  terms. 

These  conferences  were  highly  satisfactory.  We  were  assured  of  the  closest  coopera- 
tion on  the  part  of  the  national  officials.  They  are  now  fully  awake  to,  in  full  sym- 
pathy with,  and  realize  the  vital  necessity  of  extending  this  relief,  realizing  that  only 
through  such  relief  the  agriculture  and  commerce  of  the  Nation  can  be  saved  from 
paying  even  a  more  fearful  penalty;  that  it  is  only  through  these  means  that  com- 
merce can  be  revived,  agriculture  relieved  and  confidence  restored. 

A  CONFERENCE   IN   MAY. 

The  American  Cotton  Association  has  called  a  conference  to  be  held  at  Hotel  Penn- 
sylvania, New  York  City,  May  30  and  31,  of  representatives  from  all  lines  of  the  cotton 
industry.  Leaders  in  the  commercial  world,  and  National  Government  officials,  for  the 
purpose  of  discussing,  reviving  and  putting  into  effect  plans  that  will  result  in  reliev- 
ing present  conditions  which  na\  e  claimed  and  are  claiming  such  a  fearful  toll  from 
the  agriculture  and  commerce  of  the  Nation. 

The  prime  object  of  this  convention  will  be  to  accord  to  cotton  the  place  to  which 
it  is  justly  entitled  in  the  commerce  of  the  Nation — as  the  greatest  nationd  asset  of 
America,  instead  of  a  sectional  product.  This  conference  has  the  full  indorsement  of 
the  national  officials  in  Washington;  also  of  men  who  stand  at  the  head  of  the  busings 
and  commerce  of  the  Nation.  Among  the  speakers  are  National  Government  officials 
and  the  most  prominent  men  of  the  country.  This  conference  will  be  very  largely 
attended,  not  only  from  every  section  of  the  South,  but  from  various  sections  of  the 
Nation.  The  American  delegates  to  the  World  Cotton  Conference  will  attend  same 
before  sailing  on  the  Adriatic  for  Liverpool  and  Manchester.  The  full  approval  of 
and  the  assurances  of  the  closest  cooperation  already  received  bring  clearly  to  light  tJie 
vital  necessity  of  this  conference,  and  prove  beyond  question  that  the  result  (A  same 
will  be  highly  beneficial. 

THE   PLACE   OF  COTTON. 

Has  not  the  time  at  last  arrived  when  this  Nation  should  realize  that  it  is  a  great 
big  national  necessity,  a  world  necessity,  that  the  science  of  destruction  should  bend 
before  the  arts  of  peace;  when  the  genius  which  multiplies  our  powers,  which  creates 
new  products,  which  diffuses  comfort  and  happiness  among  the  great  mass  of  the 
people,  should  occupy  in  the  general  estimation  of  mankind  that  rank  which  reason 
and  common  sense  now  assign  to  it? 

J.  S.  Wannamakkr, 
President  American  Cotton  Association. 

On  the  30th  and  31st  of  May,  1921,  a  joint  conference  of  the 
vrarious  lines  of  the  cotton  industry  was  held  in  New  York  City. 
This  conference  was  held  for  the  purpose  of  bringing  about  a  closer 
spirit  of  cooperation  between  the  various  lines  of  the  cotton  industry, 
this  being  vitally  necessary  at  this  time  to  protect  the  cotton  pro- 
ducing industrv  which  has  been  so  fearfully  affected  as  the  result  of 
these  abnormal  conditions  and  which  industry  is  absolutely  necessary 
to  the  commerce  of  the  Nation. 

The  conference  was  held  for  the  further  specific  purpose  of  making 
an  effort  to  have  cotton  recognized  as  a  national  asset  and  not  as  a 
sectional  asset.  I  delivered  an  address  at  this  conference,  outlining 
the  cotton-producing  industry  in  full  and  in  detail,  which  address  1 
would  ask  to  insert  here,  as  follows: 
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The  NATIONAIilZING  OF  THE  AMERICAN  CoTTON  ASSOCUTION. 

Address  by  Hon.  J.  S.  Wannamaker,  president  American  Cotton  Association,  before  the  National  Cotton 
Consultation  Conference  Auditorium— Hotel  Pennsylvania,  New  York  City,  May  30, 1921.] 

COTTON  18  THE  LEADING  PRODUCT  IN  AMERICAN  COMMERCE  AND  INTERNATIONAL  TRADE^ 
THE  NATION*8  GREATEST  SINGLE  MONETARY  ASSET — BY  NATIONALIZING  THE  AMER- 
ICAN COTTON  CROP  WE  CAN  CREATE  A  GREATER  NATION  THROUGH  A  GREATER  SOUTH — 
THE  DAY  HAS  ARRIVED  WHEN  IT  IS  ABSOLUTELY  NECESSARY  TO  NATIONALIZE  THE 
AMERICAN  COTTON  CROP  BOTH  FOR  PROTECTION  OF  THE  SOUTH  AND  NATION  AT 
LARGE — TO  CONTINUE  TO  TREAT  COTTON  AS  A  SECTIONAL  PRODUCT  INSTEAD  OP  OUR 
GREATEST  NATIONAL  PRODUCT  MEANS  AMERICA  WILL  LOSE  CONTROL  OP  THE  LEADING 
PRODUCT  IN  HER  COMMERCE  AND  INTERNATIONAL  TRADE  AND  AS  A  RESULT  BOTH 
OUR  COMMERCE  AND  CIVILIZATION  WILL  PAY  A  FEARFUL  PENALTY. 

My  address  should  fittingly  open  with  the  following  Biblical  quotation: 

"And  He  shall  judge  among  the  nations  and  shall  rebuke  many  people;  and  they 
shall  beat  their  swords  into  plowshares  and  their  spears  into  pruning  hooks;  nation 
shall  not  lift  up  swords  against  nation,  neither  shall  they  learn  war  any  more.  But 
they  shall  sit  every  man  under  his  vine  and  under  his  fig  tree,  and  none  shall  make 
them  afraid,  for  the  mouth  of  the  Lord,  has  spoken  it." 

Agriculture  is  the  only  avocation  ordained  by  nature  for  man  in  the  early  dawn  of 
human  civilization.  Later,  came  barter,  commerce,  industry,  and  finance  in  the 
form  of  artificial  avocations  to  meet  the  progressive  needs  of  humanity.  But  to-day 
every  artificial  department  of  human  life  is  as  vitally  dependent  upon  agriculture  as 
in  the  centuries  wnich  have  passed  and  gone.  No  country,  no  matter  how  powerful 
or  rich  in  conunerce  and  finance,  can  expand  and  remain  independently  progressive 
without  controlling  within  its  grasp  the  primary  wealth  produced  by  the  tillers  of  the 
Boil.  That  country  which  relies  upon  other  nations  for  its  raw  products  in  the  form  of 
agricultural  supples  is  a  dependency  upon  peaceful  international  relations. 

Not  only  does  the  world's  population  depend  upon  agriculture  for  food  and  raiment, 
but  the  maintenance  of  a  strong  and  virile  race  depends  upon  a  constant  mingling  of 
the  blood  of  our  country  youth  with  the  innovating  blood  of  our  centers  of  conge^ed 
populations  in  town  and  city.  The  loss  of  agriculture  to  America  would  mean  a 
wrecking  of  its  commerce,  transportation,  and  finance. 

PRODUCTION   OF  RAW  MATERIAL  IN  THE   SOUTH. 

America  produces  more  raw  material  than  any  country  in  the  world;  among  other 
products  producing  (with  only  6  per  cent  of  the  world's  population  and  7  per  cent  of 
the  land),  20  per  cent  of  the  worlcTs  gold,  40  per  cent  of  tne  world's  iron  and  steel,  25 
per  cent  of  the  world's  wheat,  40  per  cent  of  the  world's  lead,  40  per  cent  of  the  world's 
silver  50  per  cent  of  the  world's  zinc,  60  per  cent  of  the  world's  oil,  70  per  cent  of  the 
world  s  com,  85  per  cent  of  the  world's  automobiles,  and  60  per  cent  of  the  world's 
cotton. 

PRODUCTION   OF   RAW   MATERIAL  IN   AMERICA   AND   IN   THE   SOUTH. 

Special  attention  should  be  given  to  the  production  of  the  South.  The  South 
certainly  can  not  be  classed  as  a  slacker  in  the  matter  of  production.  While  it  has 
about  a  third  of  the  population  of  the  country',  it  produces  36  per  cent  of  the  entire 
com  crop  of  the  United  States,  99  per  cent  of  the  rice,  99  per  cent  of  the  sweet  potatoes, 
30  per  cent  of  the  apples,  40  per  cent  of  the  peach  c  rop,  29  per  cent  of  the  milk  cows, 
38  per  cent  of  the  total  number  of  cattle,  ana  39  per  cent  of  the  total  number  of  swine 
of  the  country.  It  produced  last  year  26  per  cent  of  the  entire  output  of  butter,  45 
per  cent  of  the  production  of  chickens  and  other  fowls,  and  38  per  cent  of  the  output  of 
eggs.  Last  year  it  produced  the  entire  sugar-cane  crop  of  the  country,  or  625,500,000 
poimds  of  cane  sugar,  which  was  25  per  cent  of  the  total  sugar  produced,  including 
beet  sugar,  in  the  United  States,  to  which  should  be  added  the  entire  molasses  pro- 
duction of  the  entire  country. 

The  South  produces  62  per  cent  of  the  cotton  crop  of  the  world  and  has  a  monopoly 
of  the  spinnable  cotton  of  the  world.  It  has  a  virtual  monopoly  of  the  output  of 
cottonseed  oil,  producing  about  1,400,000,000  poimds  per  year,  or  about  as  much  as 
the  total  production  of  butter  on  the  farms  and  in  the  creameries  of  the  whole  couutry 
for  the  year  1919.  The  best  authorities  estimate  that  the  intrinsic  value  of  the  cotton 
«eed  production  in  the  South,  for  man  and  beast,  averages  .?350,000,000  per  year. 

The  South  has  88,000  square  miles  of  coal  fields,  with  iron  ore  sufficient  to  supply 
tor  years  the  entire  trade  of  Europe.    It  is  able  to  produce  foodstuffs  for  a  hundred 
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million  people  and  is  able  to  do  more  manufacturing  than  the  whole  country  is  doing 
to-day. 

The  great  fi^ht  for  the  future  will  be  trade.  We  must  have  foreign  markets  in  order 
to  get  a  fair  price  for  our  products,  at  home  and  abroad. 

STUPENDOUS  INVESTMENT  IN   AGRICULTURE. 

The  investment  in  American  agriculture  amounts  to  about  $8,000,000,000.  It 
is  the  greatest  asset  of  the  Nation.  If  the  farmers  of  the  United  States  should  decide  I 
to  go  into  another  business — if  they  should  sell  all  of  their  live  stock  and  crops  for  just 
one  year,  they  would  have  enough  to  buy  all  of  the  railroads  of  the  nation,  with  all  of 
the  rolling  stock  and  other  equipment.  If  they  were  to  also  sell  all  of  their  lands 
along  with  the  live  stock  and  crops,  they  coula  buy  all  of  the  raikoads,  all  of  the 
manufacturing  establishments  now  on  record,  all  of  the  mines  and  all  of  the  quarried. 
It  would  indeed  be  about  on  even  trade  between  the  farm  property  and  all  other 
productive  property  in  the  United  States,  except  the  jnirely  mercantile  establish- 
ments. 

The  total  value  of  the  farm  products  of  the  United  States  in  1919,  according  to  the 
figures  of  the  United  States  Department  of  Agriculture,  amounted  to  $16,035,111,000. 

American  agriculture  has  made  the  Unitecf  States  the  most  powerful  and  independ- 
-ent  nation  in  the  world.  Its  loss  would  soon  render  this  country  one  of  the  weakest 
Republics  on  earth.  This  is  not  true  of  any  other  industry  or  avocation  pursued  by 
the  American  people,  because  all  others  are  artificial  and  not  imperatively  necMsarr 
to  the  existence  of  mankind. 

It  must  be  concluded,  therefore,  that  agriculture  is  the  foundation  upon  which 
our  national  structure  has  ))een  built  and  expanded,  and  upon  its  maintenance  de- 
pends the  progress  of  our  civilization  for  the  future. 

THE    world's    need   FOR   COTTON. 

The  export  of  American  cotton  to  foreign  countries  in  1914  amounted  to  practically 
9,000,000  bales,  about  one  and  a  half  million  bales  less  than  the  total  export  for  1912. 
.  C)n  the  basis  of  the  1914  exports,  there  has  been  a  lossage  of  underconsumption  of 
American  raw  cotton  (due  to  the  World  War)  of  28,644,394  bales  from  1915  to  1920, 
inclusive.  If  the  spindles  of  the  world  could  have  continued  in  active  operation 
during  the  past  six  years,  every  l)ale  of  surplus  production  in  those  years  would  have 
lieen  consumed,  leaving  an  unsatisfied  demand  for  many  millions  of  bales  which  were 
not  produced. 

It  is  cleir,  therefore,  that  but  for  the  European  War  and  the  stoppage  of  many 
millions  of  foreign  spindles  the  world  would  nave  faced  an  intense  cotton  famine 
before  the  rlase  of  1920. 

In  the  face  of  those  facts  there  yet  remain  throughout  the  world  hundre<is  of  mil- 
lions of  human  beiu^d  who  are  only  partly  clothed  or  who  wear  no  clothing  at  all. 
The  need  of  the  world,  therefore,  for  cotton  fa]>ric8  is  to-day  far  in  excess  of  the  ability 
of  the  present  spindles  and  looms,  even  under  full  operating  capacity  in  peaceful  times. 
The  ditficulty  at  present  is  found  in  underconsumption  and  not  in  overproduction 

The  problem  ot  the  futiu"e,  when  full  international  trading  activities  have  been 
reestablLshed,  will  ])e  to  supply  the  rapidly  increasing  demand  for  the  American 
staple.  In  this  period  of  temporary  stagnation  in  the  industry  there  could  be  found 
no  belter  opportunity  for  national  cooperaton  in  bringing  about  a  readjustment  of 
the  wasteful  practices  heretofore  employed  in  the  handling  and  marketing  of  the 
American  cotton  crop.  A  correct  solution  of  this  economic  problem  is  as  \'ital  to  the 
manufacturers  and  consumers  of  American  cotton  as  it  is  to  the  future  welfare  and 
progress  of  the  cotton  growers. 

WHEN    FOREIGN    MERKETS    ARE    OPENED,    THE    QUESTION    OP   SUFFICIENT   SUPPLIES   OP 
RAW  PRODUCTS- -INCLUDING  COTTON — WILL  BE   A   SERIOUS   PROBLEM. 

Wliat  this  country  is  suffering  from  most  is  the  need  of  foreign  markets.  Americ* 
ha'^  always  suffered  on  account  of  the  lack  of  foreign  markets,  and  she  now  has  the 
opportunity  to  secure  markets  as  broad  as  the  world.  The  crying  need  of  the  world 
for  production  has  never  been  supplied,  even  during  the  period  when  we  have  pro- 
duced the  largest  crops  and  carried  the  largest  siuplus  there  would  have  been  fer 
more  than  sufTicient  demand,  at  profitable  prices  for  cotton  ^oods,  to  consume  every 
pound  of  cotton  had  it  not  been  for  the  restraints  and  restrictions  on  trade.  Even 
to-day  the  statisticians  show,  while  nine-tenths  of  the  clothing  worn  by  the  world  is 
made  of  cotton,  with  1 ,800,000,000  people  in  the  world,  only  500,000,000  are  completely 
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clothed,  750,000,000  partially  clothed,  and  550,000,000  without  any  clothing  of  any 
description. 

To  provide  clothing  for  the  world,  it  is  calculated  that  55,000,000  bales  of  cotton, 
or  \b\  pounds  of  cotton  for  every  human  being  would  be  required  each  year.  The 
world's  consumption  of  cotton,  under  conditions  which  have  been  existing,  h^^s  been 
approximately  23,000,000  of  bales  annually,  and  of  this  amount,  during  the  last  decade, 
the  American  cotton  crop  has  averaged  13,000,000  bales. 

This  increased  demana,  it  is  conceded,  will  be  permanent,  going  forward  by  leaps 
and  bonds,  necessitating  the  installation  of  numerous  increased  spindles  and  looms 
and  an  increase  in  the  production  of  raw  cotton;  that  the  requirements  of  the  people 
of  the  world  for  clothing  will  show  an  annual  consumption  of  around  35,000,000  of 
bales  of  cotton  within  the  next  decade. 

THE    AMERICAN   COTTON    CROP. 

Raw  cotton  stands  second  to  food  as  an  agricultural  necessity  in  the  needs  of  human 
civilization  throughout  the  world.  In  this  respect  the  United  States  occupied  a 
unique  position  amoung  the  other  nations  of  the  eirth,  because  it  controls  a  natural 
monopoly  of  cotton  production.  The  primary  wealth  produced  in  each  crop  of  Amer- 
ican cotton  is  the  richest  natural  heritage  of  this  Nation.  The  stream  of  actual  ^Id 
which  flows  into  the  channels  of  our  domestic  commerce  and  financial  institutions 
from  the  sale  of  raw  cotton  far  exceeds  that  of  any  other  industry  in  the  Nation.  Its 
exports  not  onlv  maintain  the  balance  of  trade  in  favor  of  the  United  States  but  it 
represents  the  chief  financial  resource  upon  which  one- third  of  this  Nation's  popula- 
tion depends,  and  the  successful  operations  of  billions  of  dollars  of  industry  in  other 
sections  of  the  Union.  Raw  cotton  is  the  greatest  monetary  asset  of  the  Nation,  al- 
though its  production  is  confined  largely  to  the  soils  of  only  10  States. 

Unfortunately,  cotton  has  been  largely  regarded  as  a  sectional  product,  without 
due  recognition  of  its  real  intrinsic  value  to  the  whole  nation.  Without  strong  and 
forceful  national  cooperation,  cotton  production  in  the  Southern  States  has  not 
responded  to  that  type  of  eflSciency  which  has  so  distinctively  marked  the  progressive 
development  of  other  lines  of  industry  in  the  Nation.  The  low  prices  for  which  the 
cotton  farmers  have  been  forced  to  sell  the  staple  within  the  past  half  century  has 
tended  to  lower  the  scale  of  amcultural  development  in  the  cotton  States  and  has 
driven  the  once  independent  landlords  from  the  farms  to  the  towns  and  the  cities. 
This  has  vastly  increased  tenantry  and  has  lowered  the  standard  of  scientific 
production. 

WOMEN   WORKING   ON   THE   FARMS. 

The  United  States  census  of  1910  shows  the  total  number  of  women  engaged  in 
agriculture  in  the  United  States  to  be  1,807,472.  Of  these,  1,535,329  (or  84.94  per 
cent  of  the  total)  were  in  the  11  cotton  States.  In  the  State  of  Iowa  only  a  little  over 
9,000  women  were  scheduled  as  engaged  in  agriculture  by  the  1910  census,  while  Texas 
had  184,000,  and  Mississippi,  Alabama,  and  Georgia  had  more  than  200,000  each. 

Practically  60  per  cent  of  the  cotton  crop  is  produced  by  tenants  or  undirected 
share  croppers,  wnich  is  seriously  lowering  the  morale  of  southern  agriculture.  The 
production  of  cotton  per  tenant,  whose  family  consists  of  a  minimum  of  five  members 
(a  man,  his  wife,  and  three  children),  is  so  small  in  a^egate  value  and  so  heavy  in 
actual  expense  as  to  render  such  farmers  the  poorest-paid  laborers  in  the  United  States. 
He  is  only  able  to  eke^out  an  existence  by  denying  to  himself  and  to  his  family  every- 
thing except  the  bare  necessities  of  life,  he,  his  wife,  and  his  children  toiling  in  the 
fields  from  sunrise  to  sunset.  This  condition  is  being  reflected  in  a  gradual  decadence 
of  a  once  strong  and  progressive  rural  life.  Infertile  soils,  poor  public  highways, 
limited  schooling  facilities,  and  degenerated  homes  is  the  price  being  paid  for  the 
continued  production  of  cotton  on  a  comparative  basis  of  slave  labor. 

It  is  the  Nation's  business  to  so  aid  and  safeguard  the  handling  and  marketing  of 
of  each  cotton  crop  that  every  pound  of  the  staple  will  bring  to  the  growers  and  to 
the  Nation  its  full  intrinsic  value.  Every  dollar  the  growers  receive  will  quickly 
find  its  way  into  the  various  national  channels  of  commerce,  giving  impetus,  strength, 
and  activity  to  practically  every  department  of  American  industry. 

AMERICA   HOLDS   MONOPOLY   OP  PRODUCTION. 

America  produces  84.8  per  cent  of  the  f-inch  and  above  of  the  spinnable  cotton 
<^p  of  the  world,  and  exports  two-thirds  of  this  production  each  year  to  foreign 
<?ountri€8.  Foreign  nations  have  expended  millions  of  dollars  within  the  past  60 
years  to  produce  a  similar  staple  in  other  countries,  but  without  success.  It  would 
seem,  therefore,  that  the  present  monopoly  held  by  the  United  States  in  the  almost 
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exclusive  production  of  spinnable  cotton  as  a  world  necessity  will  remain  undis- 
turbed in  the  future. 

There  are  but  two  economic  causes  which  have  induced  foreign  countries  to  increase 
their  efforts  to  become  independent  of  the  American  staple.  First,  because  of  the 
expensive  and  uncommercial  manner  in  which  the  cotton  bales  from  this  countn 
are  delivered  at  foreign  ports,  entailing  heavy  and  unnecessary  losses  on  foreign 
spinners  and  the  multitudmous  number  of  arbitrations  and  reclamationsmade  a^inst 
American  exporters,  due  to  the  uneconomic  methods  of  handling  employed  in  the 
industry.  Second,  the  real  fear  that  the  rapidity  with  which  American  cotton  mills 
are  being  extended,  without  a  corresponding  increase  in  production,  indicates  that 
the  time  will  not  be  far  distant  when  the  exports  of  raw  cotton  from  this  countr>^  will 
cease  because  of  American  consumption. 

EXPANSION  OF  AMERICAN  COTTON  MILLS. 

The  building  and  expansion  of  American  cotton  mills  can  not  be  too  strongly  urged. 
No  country  has  ever  grown  rich  in  the  production  and  sale  of  a  raw  product.  In  its 
manufacture  lies  the  larger  increase  of  wealth,  and  the  United  States,  through  the 
manufacture  of  cotton  into  the  finished  fabric,  should  reach  out  and  play  its  full  part 
in  the  distribution  of  cotton  fabrics  throughout  the  nations  of  the  world  from  our 
own  American  mills.  Every  pound  of  American  cotton  woven  into  the  finished 
fabric  in  this  coimtry  multiplies  the  value  of  the  raw  staple  from  four  to  six  times. 
It  is  therefore  an  economic  loss  to  ship  so  large  a  proportion  of  the  American  cotton 
crop  abroad  in  the  raw  form. 

Both  of  these  apparent  difiiculties  can  be  overcome  by  the  adoption  of  economic 
and  efficient  reforms  in  the  future  baling  and  handling  of  American  cotton  and  by  the 
expansion,  as  needed,  of  the  present  cotton  area  of  the  United  States.  It  can  be 
stated,  without  fear  of  contradiction,  that  the  cotton  area  of  this  Nation  is  quite  enou^ 
extensive  to  supply  all  the  needs  of  the  world  for  raw  cotton  through  the  centuncs 
to  come,  provided  the  price  paid  for  the  staple  justifies  its  increased  production  by 
the  growers.  Not  only  can  the  present  cotton  area  be  multiplied  muiyfold,  but 
under  intensive  and  scientific  culture  the  yield  of  lint  cotton  per  ticre  can  be 
doubled  and  trebled. 

The  area  of  the  cotton  belt  of  the  United  States  is  1,400  miles  long  from  east  to  west 
and  500  miles  wide.  This  area  contains  448,000,000  acres  of  land,  a  large  proportion 
of  which  would  be  suitable  for  cotton  culture,  in  addition  to  the  production  of  ample 
supplies  of  food  and  feed  crops  to  sustain  the  cotton  growers. 

The  monopoly  of  the  future  control  of  the  production  of  raw  cotton  is  primarily  a 
matter  of  price  and, the  proper  readjustment  of  the  present  primitive  and  wasteful 
methods  of  handling  the  staple  in  the  markets  of  the  world. 

To  solve  these  problems  anght  and  in  the  interest  of  the  whole  country,  there  should 
be  given  in  unstinted  measure  the  full  and  active  cooperation  of  the  business  intereste 
of  the  entire  Nation.  Reconstruction  in  these  economic  matters  means  evc^ntion 
forward  along  lines  of  modern  and  efficient  methods. 

RELATION  OP  COTTON  TO  NATIONAL  INDU8TBY. 

The  vital  relation  of  the  South's  cotton  crop  to  the  business  life  of  America  is  shown 
in  the  simple  statement  that  between  1880  and  1914,  or  35  years,  the  total  vidue  of 
the  foreign  exports  of  raw  cotton  from  this  country  was  $10,843,114,637,  or  $2,887,437 
more  than  the  total  of  the  worfd's  gold  production  of  $8,560,227,200  during  the  same 
period.  In  other  words,  if  every  oimce  of  gold  mined  on  earth  during  that  35-year 
period  had  been  poured  into  America,  it  would  have  fallen  $2,282,887,437  short  or 
paying  America's  bill  against  Europe  and  Asia  for  our  raw  cotton. 

During  the  10-year  period  of  1905  to  1914  the  value  of  the  exports  of  raw  and  manu- 
factured cotton  and  cottonseed  and  its  products  aggr^;ated  about  $5,700,000,000  afi  & 
contribution  to  our  foreign  trade.  From  the  discovery  of  America  in  1492  to  1914 
the  total  production  of  gold  for  the  entire  world  was  $15,690,000,000,  while  the  total 
value  of  the  South's  cotton  crop,  including  seed,  for  the  35-year  pe^od,  1880-191-1, 
was  $18,164,000,000,  or  about  $2,500,000,000  more  than  the  value  of  the  world's  eold 
production  for  423  years,  from  1492  to  1914.  It  exceeds  in  value  the  whole  wond'e 
output  of  the  precious  m^etals  by  50  per  cent. 

COTTON   HOLDS   INTERNATIONAL  TRADB   BALANCE. 

Cotton,  therefore,  generates  an  enormous  commerce  and  provides  a  medium  of 
exchange  that  almost  entirely  takes  the  place  of  gold  in  the  settlement  of  interstate* 
and  international   balances.    Cotton,   properly   warehoused,  is  imperishable  and 
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should  alwa>'B  be  convertible,  and  possesses  more  of  the  attributes  of  legal  tender  than 
anything  produced  by  human  labor,  except  gold. 

America  controls  an  absolute  world  monopoly  in  the  production  of  1-inch  short 
staple  cotton. 

Cotton  has  always  been  regarded  in  the  rest  of  the  Nation  as  a  sectional  product. 
In  the  light  of  these  facts,  the  cotton  crop  should,  most  assuredly,  be  regarded,  not 
as  a  sectional  product,  but  as  a  national  product,  without  which  our  foreign  trade 
could  never  have  attained  its  enormous  volume,  and  every  man  in  America  who  is 
interested  in  the  Nation's  welfare  should  be  enthusiastically  interested  in  the  whole 
cotton  situation. 

COTTON  GROWING  HAS  BEEN  A  CURSE  TO  THE  SOUTH. 

An  examination  of  the  price  paid  for  cotton  for  the  period  of  50  years  before  the 
War  between  the  States,  and  for  the  period  since  the  War  between  the  States,  brings 
to  light  the  startling  fact  that  the  price  has  been  lower  since  the  abolishment  of  slavery 
than  the  price  paid  for  cotton  during  slavery;  hence,  the  present  price  paid  for  cotton, 
instead  of  being  based  upon  slave  wages,  is  really  a  price  lower  than  oased  on  slave 
w^pes. 

Without  cotton,  the  War  between  the  States  would  never  have  occurred.  Without 
cotton  there  would  have  been  a  diversification  of  agriculture  in  the  South  and  it 
would  have  developed  into  a  ^eat  manufacturing  center.  Without  cotton  the  South 
would  be  the  center  of  the  gram,  cattle,  and  hog  industries  of  America.  The  fact  that 
the  South,  with  its  fertile  soils,  unrivaled  climate,  and  many  natural  advantages  has 
failed  to  attract  immigration  is  due  to  the  low  price  of  cotton,  the  prices  paid  for 
cotton  being  based  upon  slave  labor.  The  cultivation  of  cotton  offers  the  least  remu- 
nemtion,  the  greatest  outlay  of  capital,  and  the  greatest  hazard  of  risk  of  any  other 
agricultural  crop  in  America. 

Quoting  from  a  statement  made  by  Senator  Heflin,  of  Alabama,  before  the  World 
Cotton  Conference  in  New  Orleans  in  1919,  we  find  that  he  used  the  following  lan- 
guage: *'  Nowhere  in  the  world  are  sunshine  and  shower  so  mii^led  and  measured  out 
as  in  the  cotton  belt  of  the  United  States.  The  cotton  farmer  is  producing  diversified 
faraiing  to-day  as  never  before  in  the  history  of  the  cotton  gi-owing  States.  He  has 
learned  that  he  can  make  more  money  in  raising  hogs,  cattle,  com,  peas,  peanuts, 
and  other  things,  and.  in  order  to  produce  a  sufficient  amount  of  cotton,  the  producer 
must  be  well  paid  for  the  cotton  that  he  produces.  He  can  not  and  he  will  not  produce 
cotton  at  a  loss." 

WASTEFUL  METHODS  OF  HANDLING. 

The  American  cotton  crop  is  handled  in  an  antiquated,  uneconomical  maimer. 
The  United  States  Agricultural  Department,  as  the  result  of  an  investigation,  brings 
to  light  the  fact  that  one  entire  cotton  crop  out  of  every  ten  is  abeolutely  lost,  this  loss 
being  the  result  of  the  uneconomical  manner  in  which  uie  said  crop  is  handled.  These 
losses,  based  upon  the  1919  cotton  crop  and  the  prices  then  paid  for  cotton,  are  approx- 
imately as  follows: 

Country  damage $75,000,000 

Sampling  and  repacks  from  waste 22, 500, 000 

Excessive  freight  (land  and  water) 15,000,000 

Recompression : 19, 000, 000 

Excessive  storage  and  insurance  charges 15, 000, 000 

I'ndergrading 25,000,000 

Total 171, 500, 000 

The  United  States  Agricultural  Department  also  brings  to  light  the  fact  that  in 
addition  to  the  enormous  loss  incurred  on  account  of  the  uneconomic  manner  in  the 
handling  of  the  American  cotton  crop  the  producer  is  shouldered  with  fearful  losses 
on  account  of  the  eneconomic  and  antiquated  methods  in  the  marketing  of  same. 

For  many  years  70  per  cent  of  each  year's  cotton  crop  has  been  dumped  uyon  the 
markets  and  sold  during  the  four  months  harvesting  period,  thereby  violating  the 
legitimate  laws  of  supply  and  demand.  This  has  resulted  in  putting  upon  the  grow- 
ers a  heavy  penalty  m  the  form  of  low  prices  which  were  regulated  by  speculaticn 
rather  than  by  the  legitimate  needs  of  consumption. 
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NATIONAL   VS.  SECTIONAL. 

Until  cotton  is  recognized  as  one  of  the  greatest  assets  of  this  Nation,  instead  of  as  a 
sectional  product,  and  is  accorded  its  place  in  our  commerce,  and  until  cotton  brings 
a  profitable  price  to  the  growfer,  every  Southern  industry  and  interest  ^dll  be  retarded 
in  development,  as  is  strikingly  brought  out  by  Hon.  Richwd  H.  Edmonds,  from 
whom  I  quote,  as  follows: 

''Every  line  of  manufacturing  in  the  South  will  be  limited  in  its  development 
until  cotton  brings  a  profitable  price  to  the  grower. 

"Every  religious  activity  of  home  missions  and  foreign  missions  will  be  limited  in 
its  work  and  in  its  power  to  raise  money  for  the  extension  of  the  Gospel  througbcul 
the  world  until  cotton  brings  a  profitable  price  to  the  grower. 

"Every  road  construction  undertaking  in  the  South  will  be  limited  in  its  expansion 
and  in  its  influence  for  good  imtil  cotton  brings  a  profitable  price  to  the  grower. 

"Every  country  school  and  every  country  church  will  continue  as  at  present, in- 
eflficient,  inadeqikte  to  the  work  it  is  trying  to  do,  occupying, as  in  most  ca8e8,eonie 
wretched  building  imfit  for  the  purpose  until  cotton  bnngs  a  profitable  price  to  the 
grower. 

"Every  school-teacher  in  the  South,  every  minister  of  the  Gospel  in  this  section, 
will  receive  inadequate  salaries  until  cotton  brings  a  profitable  price  to  the  grower. 

"In  the  light  of  these  facts  it  becomes  the  solemn  duty  of  every  man  ana  wonun, 
regardless  of  profession  or  occupation,  to  do  e^ery thing  m  their  power  to  encourage 
the  thought  and  to  cooperate  in  the  work  ot  securing  a  profitable  price  to  the  grower. ' 

* '  In  the  11  years  between  1909  and  1919,  both  inclusi\  e,  the  total  value  of  the  cottcn 
crop  of  the  South  was  $13,236,0CO,0C0.  Any  fair  valuation  whatever  would  have 
caused  these  crops  to  sell  for  $25,OCO,000,CCO,  and  this  extra  |12,€C0,CCO,CC0  would 
have  brought  an  enormous  enrichment  to  every  section  of  the  cotton-producing  regicn. 
It  would  have  meant  more  and  better  schools  and  larger  and  more  attracti\  e  churches. 
It  would  have  meant  a  broad  development  of  the  whole  educational  system  of  the  South. 
It  would  have  prevented  the  great  illiteracy  which  exists  in  many  parts  of  the  South. 
It  would  have  taken  out  of  the  cotton  fields  the  hundreds  of  thousands  of  women 
whose  work  has  helped  to  make  the  cotton  of  the  last  50  years,  and  without  whote 
work  the  cotton  crop  could  never  have  been  sold  at  the  prices  which  preA-ailed.  It 
would  have  meant  better  roads  and  better  farm  conditions.  It  would  have  swept 
out  of  existence  the  miserable  huts  unfit  for  human  habitation  in  which  millions  of 
negroes  and  poorer  whites  are  compelled  to  live.  It  would  have  built  up  a  broad 
prosperity  on  the  farm  and  in  the  \-illage,  in  the  town  and  in  the  city,  such  as  is  seen 
in  Nebraska,  Iowa,  and  Kansas. 

"Vast  as  is  the  $13,000,000,000  received  in  11  yeirs  for  the  South 's  cotton,  when 
taken  by  itself,  a  new  li^ht  dawns  upon  the  situation  when  studied  in  connection 
with  the  value  of  other  crops.  Cotton,  the  royal  staple  which  shapes  the  poIiti<-s. 
the  industrial  activities  and  the  financial  wealth  of  much  of  the  world,  brought 
$13,000,000,000  for  11  crops.  But  hay.  of  which  we  rarely  think  in  terms  of  billions 
of  dollars,  brought  during  the  same  11-year  period  over  $11,000,000,000.  Cotton 
means  intense  cultivation;  hay  grows  without  cultivation.  Cotton  brought  to  the 
South  very  small  profit  on  the  enormous  total  value  produced.  It  neither  enriched 
the  soil  nor  the  producer.  It  meant  exhausting  work  to  millions  of  people  who  culti- 
vate it,  but  hay,  which  grew  "v^'ithout  cultivation,  which  was  easily  harvested  and 
marketed,  brought  almost  as  much  in  aggregate  value  as  the  cotton  crops  and  was  to 
a  very  large  extent  net  profit  to  the  growers,  as  compared  with  scarcely  any  real 
profit  for  the  cotton  producers. 

"Even  the  oat  crops  produced  in  the  11  years,  reached  in  value  more  than  half  a? 
much  as  the  cotton  crops. 

"Wheat,  which  like  hay,  grows  Vv-ithout  cultivation  after  it  has  geen  once  sown, 
and  which  is  easily  harvested,  >ielded  a  total  of  $10,830,000,000,  or  nearly  as  much 
as  cotton;  while  the  value  of  the  corn  crop,  which,  except  in  the  form  of  meats,  enters 
scarcely  at  all  into  the  Nation's  foreign  commerce,  produced  a  total  of  more  than 
$26,000,000,000,  or  double  the  value  of  the  cotton  crops,  and  to  this  should  be  added 
the  value  of  the  fodder,  a  very  large  item. 

"Corn  and  wheat  and  oats  and  hay  have  yielded  enormous  profits  to  the  erow^?. 
They  have  enriched  the  sections  which  produced  them,  enriched  the  individual 
growers  and  the  communities,  and  brought  abounding  prosperity  to  people  of  all 
classes  throughout  the  great  grain  and  grass  regions  of  the  West.  But  cotton,  earth'? 
mo.st  priceless  product,  cotton  which  sliapes  the  destiny  of  hundreds  of  millioos  of 
people  who  depend  upon  it  for  clothes,  gelded  a  scanty  living  in  the  past  to  tho^e 
who  produced  it.    They  exhausted  their  mental  and  physical  vitality,  exhausted 
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the  8oil,  and  driined  the  South  as  a  whole  in  order  to  enrich  the  rest  of  the  woild  at 
the  expense  of  thi3  section.  Surely  the  time  has  come  when  any  man  who  has  a 
conscience  void  of  offense  to  God  and  man,  should  unite  in  working  for  a  price  for 
cotton  which  wo  ild  b:in^  to  the  South  and  to  individual  cotton  producers  the  abound- 
ing pro^erity  whi^^h  wheat  and  com  and  hay  have  given  to  the  individual  farmers 
of  the  West,  as  well  as  to  all  of  the  ramified  interests  of  that  section. 

'•Every  man  who  seed's  to  break  down  the  price  of  cotton  is  to  the  extent  of  hi» 
abiUty  and  influence  striving  to  impoverish  the  cotton  grower,  to  keep  small  children 
in  the  cotton  field  instexd  of  in  school,  and  to  keep  hundreds  of  thousands  of  \vomen 
at  work  in  the  fields  insteui  of  caring  for  their  homes,  their  husbands,  and  their 
children;  he  is  striving,  conscio'isly  or  unconsciously,  to  keep  millions  of  people 
in  the  slavery  of  poverty  and  iqrnorance  more  desperate  by  far  than  the  slavery  of  the 
black  man  prior  to  the  Ci\-il  War.  Every  maniifscturer,  every  cotton  factor,  every 
speculator  who  seeks  to  bear  the  cotton  market  is  guilty  of  a  crime  which  in  this  day 
is  more  culpable  than  was  the  trade  of  the  slave  driver  in  olden  days." 

The  fact  that  the  American  cotton  crop  is  regarded  as  a  sectional  product,  instead 
of  a  national  product;  that  in  addition  to  carrying  the  fearful  burdens  mentioned 
above,  through  the  uneconomical  manner  of  handling  and  marketing,  the  price  of 
this  great  crop  ^an  absolute  necessity  to  American  commerce),  is  largely  controlled 
bv  England,  which  country  only  consumed  22  per  cent  of  the  American  cotton  crop, 
is  indeed  a  reflection  upon  our  national  commerce. 

OBJECTS  OF  AMERICAN  COTTON  ASSOCIATION— '* WHAT  DO  I  OWE  TO  MY  TIMES,  TO  MY 
COUNTRY,  TO  MY  NEIGHBORS,  TO  MY  FRIENDS?" — SUCH  WERE  THE  QUESTIONS 
WHICH  MEN  WERE  ASKING  THEMSELVES  AFTER  THE  COMMENCEMENT  OF  THE  WORLD 
WAR. 

The  commencement  of  the  World  War  impressed  upon  the  entire  people  of  the 
South  the  necesmty  for  placing  the  handling  and  marketing  of  the  cotton  crop  upon 
an  economic  basis.  It  was  found  impossible  to  solve  the  economic  problems  of  the 
South  until  the  handling  and  marketing  of  the  cotton  crop  was  placed  upon  a  profitable 
basis.  This  resulted  in  the  organization  of  the  Amencan  Cotton  Association,  em- 
bracing in  its  membership  the  growers  and  the  allied  Mendly  business  interests  of 
the  cotton  belt  and  other  sections  of  the  Nation.  It  was  found  necessary  to  secure 
national  recognition  of  the  cotton  crop,  as  the  solution  of  the  South 's  economic  problem 
could  only  be  relieved  by  having  cotton  recognized  as  the  greatest  American  staple 
asset. 

The  American  Cotton  Association,  embracing  in  its  membership  the  producers  of 
cotton  and  their  friendly  allied  business  interests,  was  formed  for  tne  purpose  of: 

1.  To  protect  the  interests  of  the  cotton  producer  and  to  improve  his  condition. 

2.  To  promote  economic  regulation  of  cotton  production  to  the  end  that  supply 
shall  be  so  adjusted  to  demand  that  the  producer  shall  at  no  time  be  required  to  sell 
his  product  at  less  than  a  fair  and  reasonable  profit. 

3.  To  promote  intelligent  di^  ersification  of  crops,  and  to  develop  markets  for  such 
crops,  otiier  than  cotton,  as  may  be  profitably  raised. 

4.  To  improve  and  enlai^ge  present  existing  warehousing  facilities  to  the  end  that 
the  producer  may  carry  his  crop,  or  such  part  as  he  may  desire,  at  the  minimum  of 
expense  and  physical  damage  and  at  the  maximum  of  security  and  financiability. 

5.  To  broaden  the  markets  for  raw  cotton  and  to  enlarge  the  uses  of  cotton  and 
cotton  goods. 

6.  To  improve  and  increase  transportation  and  distribution  facilities. 

7.  To  collect  information  as  to  both  domestic  and  foreign  consumption  of  cotton, 
the  state  of  trade,  the  extent  of  acreage,  supply  and  condition  of  crop,  and  all  other 
information  of  practical  interest  to  the  cotton  industry,  and  to  disseminate  the  results 
through  the  several  suborganizations  to  every  member  of  every  community,  together 
with  directions  as  to  the  course  to  be  pursued  in  order  to  secure  the  best  results  in 
riew  of  the  fsLcta  disclosed. 

8.  To  do  all  and  singular  whatsoe\  er  may  be  conducive  to  the  stability  and  profit- 
ableness of  the  cotton  producing  industry. 

The  national  officials  of  the  American  Cotton  Association  (with  the  exception  of 
the  national  secretary  and  his  assistant),  including  the  national  board  of  directors 
and  the  national  finance  committee,  numbering  more  than  75  of  the  outstanding 
men  of  the  South,  serve  without  compensation,  and  have  practically  paid,  not  only 
thdr  own  traveling  expenses,  but  in  addition  to  this  they  have  contributed  of  their 
finances  for  the  purpose  of  assisting  in  carrying  forward  this  great  work,  contributing 
both  of  their  time  and  means,  purely  as  a  matter  of  service. 
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Finances,  in  addition  to  the  small  amount  coming  to  the  national  association  from 
membership  dues  (the  larger  proportion  of  the  membership  dues  going  to  the  State 
associations),  have  been  raised  through  sustaining  memberships,  similar  to  the  method 
successfully  adopted  by  the  United  States  Chamber  of  Commerce,  the  sustaining 
membership  dues  extending  over  a  period  of  three  years,  after  which  time  it  is  felt 
that  the  association  will  ha^  e  become  thoroughly  self-supporting. 

The  work  of  the  association  has  grown  to  such  tremendous  proportions  that  to^iay 
it  is  felt  that  its  usefulness  could  be  greatly  enlarged,  had  it  sufficient  finances  for 
this  puq)ose. 

The  association  is  absolutely  nonpolitical  and  numbers  on  its  list  of  members  and 
sustaining  members  men;  not  only  throughout  the  entire  length  and  breadth  of 
the  cotton  producing  South,  but  from  various  sections  of  the  Nation.  People  who 
are  interested  in  the  upbuilding  of  a  greater  South  and  a  greater  Nation,  realize  that 
the  American  Cotton  Association  is  handling  a  problem  of  national  importance. 

PROGRESS   IN   ECONOMIC  REFORM. 

The  association  has  made  great  strides  in  placing  the  handling  and  marketing  of 
the  American  cotton  crop  upon  an  economical  business  basis.  However,  we  hk^•e 
reached  the  decision  that  unless  the  American  cotton  crop  can  bo  regarded  not  as  a 
sectional  product  but  as  a  national  product,  and  unless  it  can  be  accorded  its  jjroper 
place  in  the  commerce  of  the  Nation,  and  unless  we  can  receive  the  cooperation  of 
every  legitimate  line  of  the  cotton  industry  of  the  Nation  for  this  purpose,  then  the 
South  should  to-day  abandon  the  growing  of  cotton  and  should  concentrate  on  divei^ 
sified  agriculture,  which  it  can  do  to  its  great  benefit,  dropping  cotton  growing  af 
rapidly  as  it  can  increase  its  interest  in  cattle,  hogs,  and  com.  To  adopt  any  other 
course,  after  an  experience  of  half  a  century,  would  be  little  short  of  suicidal*. 

Representatives  from  various  of  the  laige  cotton-consuming  countries  of  the  world, 
who  were  members  on  the  commodity  side  of  the  peace  conference,  confirmed  the 
statement  that  a  matter  of  vital  concern  with  these  representatives  was:  ''From  whence 
will  the  world  secure  a  sufficient  supply  of  cotton?  "  Two  representatives  from  the 
largest  cotton-consuming  countries  maae  the  statement  "during  tne  sessions  of  the  peace 
conference:  **  Viewing  the  cotton  industry  in  its  future  requirements,  we  are  brought 
face  to  face  immediately  with  the  fact  that  the  matter  oi  sufficient  supplies  of  rav 
cotton  will  be  a  perplexing  question  for  many  years  in  the  future." 

Recent  personal  interviews  with  prominent  members  of  the  commodity  side  of  the 
peace  conference  bring  to  light  the  fact  that  it  was  the  judgment  of  a  number  of  repre- 
sentatives of  the  commodity  side  of  the  peace  conference  that  there  would  be  prac- 
tically a  complete  exhaustion  of  raw  cotton  supplies  and  that  American  short  staple 
raw  cotton  would  have  brought,  conservatively,  |1  per  pound;  that  this  judgment 
was,  of  course,  based  upon  the  prompt  ratification  of  the  peace  treaty,  thus  enabling 
the  world  to  get  busy  and  commence  to  rehabilitate. 

COTTON  CLOTHING  INADEQUATE   FOR   WORLD  POPULATION. 

Nearly  two-thirds  of  the  world's  population  is  as  yet  in  its  infancy  in  the  extensive 
use  of  cotton  goods,  in  addition  to  the  increased  needs  for  raw  cotton  to  supply  the 
wants  of  the  people  of  the  world  with  cotton  goods.  Due  to  the  inability  to  secure 
same  during  the  World  War,  we  are,  beyond  question,  facing  the  certainty  of  a  marked 
and  steady  increase  in  the  consumption  of  American  cotton. 

The  matter  of  a  sufficient  supply  of  American  raw  cotton  was  the  most  important 
question  considered  at  the  Worla  Cotton  Conference  held  at  New  Orleans  in  CNctober. 
1919.  This  question  received  long  and  serious  consideration  by  the  committee  on 
"World's  Requirements  and  Stabilizing  Production  and  Prices."  The  consensus  erf 
opinion  of  the  best  experts  on  this  committee  was  that  the  future  world  supply  d 
cotton  and  the  steady  demand  for  same  would  be  a  matter  of  serious  concern  formany 
years. 

DEMAND  FOR  LARGE   PRODUCTION. 

It  was  the  consensus  of  opinion  of  many  of  the  best  experts  who  were  attending  the 
World  Cotton  Conference  in  New  Orleans  that  there  would  be  a  pressing  demand  for 
15,000,000  bales  of  American  cotton  from  the  1920  crop. 

The  matter  of  cotton  acreage  reduction  for  1920  ana  increased  acreage  in  food  and 
feed  crops  of  the  South  was  receiving  serious  consideration  before  the  convening  of 
the  World  Cotton  Conference  at  New  Orleans,  and  it  was  only  as  a  result  of  the  infor- 
mation secured  at  that  conference,  and  the  agitation  started  there,  that  the  campaign 
on  cotton  acreage  reduction  for  the  1920  crop  was  abandoned. 
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It  was  felt  to  be  only  short  of  criminal  and  a  poor  business  policy  to  reduce  produc- 
tion under  these  conditions,  and  it  was  for  this  reason  that  the  cotton  acreage  reduction 
campaign,  which  was  started  by  the  American  Cotton  Association  in  the  fall  of  1919, 
was  abandoned,  and  this  seemed  to  be  the  unanimous  opinion  of  the  representatives 
of  the  cotton-consuming  world  at  the  World  Cotton  Conference. 

We  produced  in  1920  only  13,197,775  bales  of  cotton.  Still  to-day  we  are  without 
markets,  except  at  a  price  of  approximately  one-third  thp  cost  of  pro'duc  tion,  and  then 
only  in  a  Umited  way.  The  farmer  is  being  smothered  with  nis  own  production. 
Business  stagnation  and  paralysis,  rasulting  from  the  destruction  of  the  purchasing 
Dower  of  the  farmer,  is  costing* the  country  more  every  month  than  the  total  value  ol 
nb production.  In  tragic  contract  with  this  stupefying  ?pectacle,  hundreds  of  millions 
of  |)eopIe  in  Europe  and  Asia  are  ragged,  cold,  stars  ing.  and  unable  to  utilize  either 
their  idle  labor  or  their  idle  factories,  for  lat  k  of  the  very  product  that  is  rotting  in 
our  fields  and  warehouses. 

LONG-TIME  CREDIT  FOR  EUROPE  S.VFE  AND  NECLSSARY  BOTH  FOR  U8  AND  FOR  IHEM. 

When  we  realize  that  these  war  broken  countries  have  no  money  with  which  to 
huy  our  product,  but  that  they  have  lands,  forests,  mines,  factories,  and  mills  as  a 
sound  basis  of  long-time  credit,  and  industrious  and  thrifty  populations  ready  and 
pathetically  eager  to  miiltiply  many  times  over  the  value  of  our  raw  materials  by 
working  them  up  into  manufactured  goods,  it  would  peem  that  the  conclusion  reached 
I'V  those  attending  the  peace  conference  and  the  world  cotton  conference,  concerning 
the  demands  of  the  world  for  an  increased  supplv  of  raw  cotton,  was  correct,  and  that 
all  that  is  required  to  enable  us,  in  a  sane  and  Ibusinesslike  way,  to  fill  their  aching 
wonomic  void  from  our  swollen  economic  surplus  is  a  financial  mechanism  that  will 
extend  to  thera  the  long-time  credits  to  whicn  they  are  reasonably  entitled,  in  order 
to  enable  them  to  purchase  our  supjdies  of  raw  material  and  manufactured  products, 
and  to  rehabilitate  their  war  broken  countries. 

DEFLATION   DEMANDED   CURTAILING    PRODUCTION  TO  HALF  CROP  OF  COTTON   FOR   1921 — 
COMMERCIAL  LIFE    OF   SOUTH    AT   STAKE. 

Vhe  price  of  cotton  dropped  from  43  cents,  basis  middling,  in  July,  1920,  to  10  cents, 
baqg  middling,  by  the  spring  of  1921,  and  there  was  no  market  even  at  these  figures, 
except  in  a  linaited  way. 

As  a  result  of  the  conditions  which  existed,  the  conclusion  was  reached  by  our 
association,  in  the  fall  of  1920,  that  it  would  be  nothing  phort  of  suicidal  to  produce 
more  than  a  half  crop  of  cotton  in  1921.  and  accordingly  a  campaign  was  waged 
unceasingly  for  the  purpose  of  reducing  the  1921  cotton  production  and  correspond- 
ingly increasing  the  production  of  food  and  feed  crops. 

lu  this  campaign  we  had  the  cooperation  of  the  Memphis  cotton  acreage  committee, 
(X)nunisgioners  of  agriculture,  State  extension  forces,  presidents  of  State  bankers 
afforiations,  cotton  merchants,  commercial  fertilizer  companies,  supply  merchants, 
local  bankers,  the  Texas  Farm  Bureau  Federation,  the  State  divisions  of  the  Ameri- 
t^n  Cotton  Association,  and  the  southern  press.  In  fact  the  people  of  the  South 
fpali^ed  that  their  commercial  life  was  in  jeopardy,  and  practically  the  entire  busi- 
ness life  of  the  South  joined  us  in  this  campaign. 

The  campaign  has  just  been  completed,  and  in  the  final  reports  of  the  American 
<^tton  .Afflociation — the  most  accurate  ever  issued  in  the  South — we  find  that  the 
total  area  planted  in  cotton  in  1921  is  only  24,563, 186  acres,  or  a  reduction  of  30.73 
per  cent  in  cotton  acreage.  With  ideal  weather  conditions,  we  are  facing  the  shortest 
cotton  crop  which  has  been  produced  in  a  quarter  of  a  century:  and  with  adverse 
weather  conditions  cotton  supplies  ^vill  be  of  serious  concern  to  the  world. 

In  addition  to  the  acreage  reduction,  we  find  that  on  account  of  the  inability  of 
fctfmers  to  secure  credits  for  either  moneys  or  supplies  for  the  cultivation  of  their  crops, 
the  cotton  acreage  abandoned  after  planting  will  break  all  records  of  the  past,  there 
being  now  an  acreage  abandonment  of  4.95  per  cent,  and  this  will  be  largely  increased. 

We  also  find  that  there  is  a  reduction  in  the  use  of  commercial  fertilizers  (an  absolute 
neceaity  to  the  production  of  the  cotton  crop),  of  51.17  per  cent,  and  that  the  fertilizers 
which  are  being  used  are  of  the  cheapest  grades.  These  fibres  show  volume  only, 
and  not  plant  food  or  value.  The  American  Cotton  Association  also  finds  that  regard- 
le88  of  the  fact  that  it  is  absolutely  necessary  to  use  heavy  applications  of  the  highest 
?rade  guano  over  a  large  proportion  of  the  cotton  belt,  ana  it  would  be  the  part  of 
economy  to  use  such  applications,  still,  tlie  growers,  as  a  matter  of  necessity,  have 
been  forced  to  reduce  their  fertilizer  tonnage  for  the  1921x;rop  by  51.17  per  cent,  and 
the  grades  used  are  the  cheapest  made. 
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SHORT  CROP  FOR  1921. 

Based  upon  the  ideal  producing  season  of  1920,  and  disregarding  the  reduction 
in  the  use  of  fertilizers  we  can  only  produce  in  1921,  9,142,098  bales. 

Based  upon  the  five-year  average  and  disregarding  acreage  abandonment  and  tbt 
reduction  in  the  use  of  fertilizers,  we  can  produce  in  1921  only  8,178,671  bales. 

Allowing  a  deduction  in  production  this  year  of  12  per  cent,  on  account  of  thfl 
reduction  of  51.17  per  cent  in  the  use  of  commercial  fertilizers,  added  to  the  acreage 
reduction  of  30.73  per  cent,  making  an  estimated  total  of  42.73  per  cent,  the  forecael 
of  production  for  1921,  as  compared  with  the  1920  crop,  would  he  7,558,365  bales.  , 

If  the  estimated  abandoned  acreage  after  planting  of  4.95  per  cent  (due  to  inability 
of  farmers  to  secure  credits  and  to  adverse  weather  conditions)  is  added  to  the  abovi 
estimate,  makine  a  grand  total  percentage  of  47.86,  the  estimated  production  for  1921, 
as  compared  with  tne  production  in  1920,  would  be  6,905,076  bales. 

Should  the  estimated  percentage  of  reduction  in  acreage  of  30.73  and  12  per  cenj 
allowed  for  the  51.17  per  cent  reduction  in  the  use  of  commercial  fertilizers,  making 
a  total  of  42.73  per  cent,  be  applied  to  the  five-year  average  of  production,  amountingtj 
11,808,389  bales,  the  estimated  production  for  1921  would  be  6,762,664  bales. 

The  estimated  reduction  in  cotton  acreage  for  1921  to  24,563,486  acres  cloeelj 
approximates  the  acreage  of  1897,  when  there  was  planted  24,319,584  acres. 

Based  upon  the  five-year  average  and  taking  into  account  the  acreage  abandonmen 
already  shown,  and  only  for  the  volume  of  reduction  in  the  use  of  fertilizers  (not  Um 
value  of  the  fertilizers),  we  can  produce  in  1921  only  6,178,149  bajes. 

Based  upon  these  conditions,  we  are  facing  the  certainty  of  the  smallest  cotton  croj 
which  we  nave  produced  in  the  last  quarter  of  a  century,  and  with  adverse  seaEou 
the  certainty  of  the  cotton  production  being  even  far  smaller. 

SO-CALLED  SURPLUS  WILL  BE  ENORMOUSLY  REDUCED  BY  REDUCTION  OP  ERRORS  D 
UNSPINNABLE  COTTON — CENSUS  OP  SUPPLIES  NOW  BEING  TAKEN  BY  THE  UNfTEl 
STATES    DEPARTMENT    OP   AGRICULTURE. 

Since  the  commencement  of  the  World  War  the  cotton-consuming  world  has  laigelj 
consumed  the  cream  of  the  cotton  crops,  leaving  the  ''skimmed  milk,"  This  hi 
been  startlingly  confirmed  as  the  result  of  an  investigation  which  we  recently  con 
ducted. 

In  order  that  the  truth  of  the  situation  might  be  known,  the  American  Cotton  Asfo 
ciation  secured  the  passage  of  a  Senate  resolution,  through  the  cooperation  of  Sen: 
£.  D.  Smith,  of  South  Carolina,  authorizing  the  taking  of  a  complete  census  of 
cla^  of  cotton  in  the  United  States  and  to  ascertain  the  grades  of  same,  which  re] 
will  be  made  known  some  time  in  the  month  of  June,  and  the  chaff,  as  alleged  in 
estimated  surplus,  will  be  separated  from  the  good  grades  and  the  entire  cotton  tr 
placed  upon  notice  as  to  the  actual  amount  of  spinnable  cotton  brought  over  from 
1920  cotton  season. 

The  consensus  of  opinion  in  the  minds  of  a  lai^ge  number  of  leading  authorities  iii 
this  country  is  that  a  large  proportion  of  the  estunated  carry  over  on  July  31,  1920 
consisted  of  unspinnable  grades  of  cotton,  such  aa  "bollies,'*  "snaps,**  *'r^n8,"  ami 
"linters."  | 

THE   STATISTICAL  POSITION    OF  COTTON   STOCKS.  | 

The  statistical  position  of  cotton  in  the  United  States,  but  excluding  linters,  aa 
shown  by  Mr.  W.  R.  Meadows,  of  the  United  States  Department  of  A^culture,  » 
leading  authority  on  cotton  statistics,  is  as  follows: 

On  hand  Aug.  1, 1920,  in  running  bales  and  including  252,455 
equivalent  500-pound  bales  of  foreign  cotton 3, 563, 112 

Crop  of  1920-21  in  running  bales 13, 197, 775 

Imports  into  the  United  States  from  Aug.  1,  1920,  to  Mar.  31, 
1921,  in  equivalent  500-pound  bales 183, 511 

Total  supply 16, 944, 3P? 

American  consumption  from  Aug.  1,  1920  to  Mar.  31,  1921,  in- 
clusive, all  growths 3, 167, 351 

Exports  from  the  United  States  from  Aug.  1,  1920,  to  Mar.  31, 

1921,  inclusive 3,872,022 


Total 7,039,373 

Balance  cotton  on  hand  in  United  States,  Apr.  1 ,  1921 9,  SO*),  025 
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In  order  to  ascertain  the  prospective  carry-over  of  cotton  in  the  I'nited  States 
it  the  end  of  the  season  on  July  31  next,  the  following  figures  arc  presented: 

Balance  on  hand  Apr.  1,  1921 9,905,025 

Estimated  imports  for  next  four  months,  Apr.  1,  1921,  to  July 

31,  inclusive,  on  the  same  basis  as  past  eight  months 92, 000 

Estimated  city  crop,  less  cotton  burned 150, 000 

Total  estimated  supply  for  remainder  of  season,  Apr.  1 

to  July  31,  inclusive 10,147,025 

Estimated  consumption  for  next  four  months,  April  to  July,  in- 
clusive, within  the  United  States,  based  on  consumption 

during  last  eight  months 1, 647, 000 

EJstimated  exports  for  next  four  months,  April  to  July,  in- 
clusive, taken  as  the  same  corresponding  months  of  last  year .     1 ,  343, 000 

Estimated   total   consumption   and   exports  for  four 
months,  April  to  July,  inclusive 2, 990, 000 

Prospective  carry-over  on  July  31, 1921,  of  cotton  in  the  United 
States 7,157,025 

However,  from  these  figures  the  unspinnable  cotton  must  be  deducted,  and  this 
fill  greatly  reduce  the  carry-over. 

Note. — The  consumption,  before  the  season  closes,  will  be  bound  to  show  much 
larger  than  the  consumption  shown  in  the  estimate  above,  both  domestic  and  foreign. 
br  the  cotton-consuming  world,  realizing  the  true  condition  concerning  the  so-callea 
carry-over  and  the  certainty  of  the  shortest  cotton  crop  in  the  last  quarter  of  a  cen- 
tury, and  the  revival  of  trade,  world-wide,  will  increase  purchases  as  a  matter  of 
lelfirotection  to  meet  these  changed  conditions. 

While  it  will  be  impossible  to  secure  a  census  of  American  cotton  in  foreign  storage 
ind  consuming  establishments  beyond  question,  in  this  prospective  carry-over  will 
Ubo  be  included  much  of  the  same  class  of  unspinnable  cotton  that  is  shown  in  the 
Cotton  in  America. 

DEMAND  FOR  RAW  COTTON  INCREASING. 

The  estimated  domestic  consunf^tion,  in  all  probability,  will  show  a  marked 
increase.  Most  assuredly  the  American  manufacturer  will  not  permit  the  exporter 
to  secure  the  lion's  share  of  the  cheap  cotton — cotton  "bfting  spla  far  below  the  cost 
of  production — especially  when  he  realizes  the  absolute  certainty  that  he  is  facing  a 
record-breaking  short  crop  of  cotton  for  1921,  and  that  the  so-called  surplus  will  be 
largely  reduced  by  unspinnable  cotton. 

THE  PRICE  OP  COTTON. 

In  considering  the  price  of  cotton  most  assuredly  we  should  not  overlook  the  fact 
that  even  if  we  consider  replacement  costs  instead  of  the  cost  of  producing  the  1920 
crop,  the  price  being  paid  for  cotton  is  far  below  the  possible  cost  of  production  for 
the  1921  crop. 

The  price  of  cotton,  in  line  with  other  agricultural  products,  has  been  deflated  far 
below  tne  relative  v^ue.  The  present  cost  for  the  production  of  cotton  shows  a  price 
far  above  the  prewar  level  of  prices.  Transportation  charges,  labor,  and  interest,  the 
^"^ages  of  capital,  have  none  oi  them  contributed  to  the  so-called  deflation. 

I  wish  to  quote  the  following  from  one  whose  judgment  is  recognized  as  among  the 
best  on  these  questions: 

"During  the  World  War  there  were  billions  of  commodities  destroyed  and  consumed, 
Ae  production  of  which  was  speeded  up  to  meet  the  demand,  but  the  production  of 
cotton  wasn't.  There  is  naturally  in  the  world  now  less  commodities  (and  a  deficit 
which  will  take  vears  to  replenish)  than  before  they  were  destroyed.  However,  none 
of  the  world*s  gold  has  been  destroyed,  and  credit  and  notes  based  on  gold  have  been 
increased.  Therefore  it  is  very  easy  to  see  that  the  ratio  between  commodities  and 
money  is  much  lower  than  in  normal  times.  There  is  more  gold  than  other  commodi- 
ties; therefore  gold  will  become  cheaper  and  the  price  of  commodities  will  advance. 
This  ia  an  economic  law  which  is  as  sure  to  assert  itself  as  the  night  follows  the  day, 
even  if  it  is  overshadowed  now  by  mob  psychology  and  pessimism.  For  the  past  10 
months  everything  has  been  going  down,  and  naturally  the  housekeeper  would  not 
buy  a  towel  or  hardly  a  thing  when  she  saw  prices  were  falling  every  aay.    This  has 
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been  a  buyers'  strike,  which  has  dammed  up  a  potential  demand  beyond  the  exper  lo- 
tion of  the  most  optimistic.  The  homes  are  out  of  clothes,  the  retail  stores  are  empty, 
the  jobbers  have  small  stocks,  and  the  manufacturers  have  been  bu>dng  from  hand 
to  mouth.  Europe  has  no  clothes  or  supplies  of  cotton,  and  many  hundreds  of  thou- 
sands of  our  carrv-overs  are  just  that  many  piles  of  rotten  linters.  Where  will  the  -^up- 
ply  come  from  with  such  a  small  American  crop,  together  with  the  fact  that  the  Sultan 
of  Egypt  has  ordered  their  acreage  to  be  cut  33  per  cent? 

"Cotton  from  the  earliest  times  has  been  produced  with  practically  slave  labor, 
but  with  the  education  of  the  Negro  and  the  blotting  out  of  the  illiteracy  of  the  South 
we  will  refuse  to  work  on  a  basis  of  50  cents  a.day,  with  no  chance  of  a  higher  standard 
of  living,  when  ^vith  less  effort  the  laborer  can  get  $60  per  month,  with  Doard,  in  the 
West  and  much  more  than  that  in  the  industrial  North. 

*'  Up  until  the  war  the  prir-e  of  commodities  increased  about  4  per  cent  a  year  undei, 
normal  conditions.  Therefore  the  price  of  cotton  with  a  normal  crop  of  22.000,081 
would  be  24  per  cent  higher  in  price  than  in  1912-13,  even  if  we  had  not  had  vtl 
inflation.  These  are  the  statements  of  America's  best  economists  and  dtatisticiaie, 
and  in  thinking  of  normal  we  should  not  think  of  1912-13  prices  but  add  to  these 
about  24  per  cent. 

*' There  is  a  condition  in  the  future  contract  that  has  been  generally  overlooked. 
In  1917  the  New  York  contract  was  chan^d  from  16  grades  to  8  grades,  so  that  the 
contract  is  now  more  of  an  even-running  middling  contract.  Therefore  the  New  York 
contra' :t  is  now,  since  1917,  worth  2  cents  per  pound  more  than  the  one  traded  itt 
prior  to  the  war.  There  is  also  a  difference  of  at  least  50  points  in  the  freijrht.  TberJ 
fore  the  12.53  for  July  New  York  to-day  is  the  equivalent  there  of  10.03  in  prewaf 
times."  I 

I 

DEFLATION  IN  VALUES  HAS  PARALYZED  AGRICULTURE — UNLESS  RELIEVED  Wilt 
INFLICT  FEARFUL  PENALTY  UPON  ENTIRE  NATION — ^HAS  REACHED  SUCH  A  SCOrf 
THAT  NATIONAL  GOVERNMENT  SHOULD  ACT  IN  THE  INTEREST  OP  AGRICULTURI,' 
COMMERCE,    AND  CIVILIZATION. 

I 

Deflation  in  farm  values,  which  was  so  unexpectedly  precipitated  upcn  the  countit 
in  August  of  1920,  found  the  cotton  growers  with  their  crops  ready  for  harvest  ana 
without  the  power  to  protect  themselves  from  the  debacle  of  constantly  lowenBi 
prices.  There  was  no  opportunity  to  check  production,  as  in  the  case  of  mines  anl 
manufacturing  industries.  The  crop  had  been  pjoduced  at  the  peak  of  high  cost  aiwl 
the  growers  suddenly  found  themselves  facing  a  market  of  bankrupt  values. 

The  banks  in  the  South,  in  tlie  late  spring  and  early  summer  of  1920,  for  the  first 
time  in  their  history,  loaned  a  great  deal  of  money  to  the  banks  in  the  great  coni- 
mercial  centers  of  the  North,  thinking  that,  in  making  these  loans  (upon  soBcitation]L 
they  were  offered  an  opportunity  for  profitably  placing  their  idle  funds;  not  onoi 
dreaming  or  anticipating  that  there  was  the  remotest  possibility  of  a  deflation  caai* 
paign.  As  a  result,  the  force  of  the  deflation  campaign  was  added  to  tenfold,  cm 
account  of  the  inability  of  the  banks  in  the  agricultural  sections  ro  recall  funds  despef*^ 
ately  needed  for  the  protection  of  their  customers,  which  funds  had  been  loaned  in  tii* 
great  commercial  centers.  This  condition  added  greatly  to  the  destructiveneas  of  the 
buyers'  panic,  which  destructive  and  wrecking  panic  was  entirely  and  absolutely  the' 
result  of  the  policy  of  deflation  enforced  from  VVashington. 

From  an  expectancy  of  $2,500,000,000  for  the  cotton  crop  of  1920,  when  cultiN-atioa 
ceased  in  July,  the  growers  of  that  crop  have  sustained  a  loss  of  nearly  12,000,000.000. 
No  part  of  this  loss  was  profit  but  represents  a  net  loss  deducted  from  the  actual  coali 
of  producing  the  cotton  crop  in  1920. 

This  unparalleled  sinking  of  values  completely  paralyzed  the  financial  ability  of  the 
growers  tx)  meet  their  hea\'y  maturing  obugations  in  the  fall  of  1920  or  to  finance  tb« 
production  of  another  normal  crop  of  cotton  in  1921. 

THE  FEARFUL  LOSSES  FORCED  UPON  THE  PRODUCER,  DURING  THE  DEFLATION  PERIOD, 
FORCES  THE  ABSOLUTE  CERTAINTY  OP  A  GREAT  SHORTAGE  IN  PRODUCTION,  FAMINE 
SUPPLIES,  FAMINE  PRICES,  HE  BEING  FORCED  TO  ADOPT  THIS  COURSE,  BOTH  OX 
ACCOUNT  OF  HIS  INABILITY  TO  SECURE  THE  MEANS  WHEREWITH  TO  PRODUCE,  AND 
ALSO  AS  A  MATTER  OF  SELF  PRESERVATION. 

Enforced  deflation  in  values,  restrictions  of  credits  and  exports,  have  thrown  back 
the  machinery  of  production  on  a  limited  scale  of  25  years  a^.  This  will  ultimately 
result  in  an  intense  shortage  of  supplies  to  meet  the  oncoming  ^evi^'al  of  the  world 
spindle  capacity.  Heavy  demand  and  restricted  supplies  will  enforce  an  enormous 
burden  upon  the  ultimate  consumers  of  cotton  goods.     No  department  of  a  great 
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cricultural  staple  can  be  stricken  down  without  a  severe  penalty  reacting  upon  the 
Jtimate  consumers  of  that  product.  The  longer  the  present  situation  lasts,  the  neavier 
rill  be  the  penalty  enacted  upon  the  consumers,  as  this  is  an  immutable  law  of 
ommerce. 

HE  UNITED  STATES  CROP-REPORTING  BUREAU  WILL  MAKE  ALLOWANCES  FOR  REDUCTION 
IN*  FKRTIUZER  AND  FOR  QUALITY  OP  FERTILIZERS  USED,  ALSO  FOR  ACREAGE  ABAN- 
DONMENT, IN  ALL  REPORTS  AFTER  THE  JUNE  REPORT.  THIS  BY  REQUEST  OF  AMERICAN 
COTTON    ASSOCIATION. 

The  United  States  Agricultural  Crop-Reporting  Bureau,  realizing  tlie  true  conditi<  n 
oncerning  agriculture,  that  crops  under  these  conditions  will  be  .^eiiously  reduced, 
I  addition  to  the  acreage  reduction,  by  not  only  the  reduction  in  tonnage  of  fertilizer, 
at  also  bv  the  inferior  quality  used,  and  by  the  inability  of  the  farmer  to  secure  the 
teins  with  which  to  cultivate  his  crop,  has  therefore  \'ery  wisely  decided,  for  the 
ist  time,  to  make  a  spe 'ial  investigation  of  these  conditions  and  employ  the  ^ame 
I  making  all  reports  after  the  June  report. 

FINANCING   COTTON   PRODUCTION    A    NATIONAL   PROBLEM. 

There  is  no  staple  agii(  ultural  product  which  preeents  a  more  attrac  tive  collateral 
r  financing  than  the  American  cotton  crop.  It  is  the  most  licjiiid  asset  in  the  Nation, 
rtti  when  properly  stored  and  insured,  t>pi(ie8  tl  e  sffeet  ee<  urity  fc.r  loans. 

Raw  cotton  has  never  enjoyed  the  benefits  of  a  higl.-claFs  collateral  security  for 
uns,  because  the  proper  machinery  for  storage,  insuranc  e,  and  insiecticn  has  not 
een  put  into  practical  operation.  Splendid  progress  has  been  made  locally  in  this 
fipe('t,  however,  during  the  past  two  years,  under  the  leadership  of  ti.e  American 
Dtton  AsacK'iation,  throughout  the  entire  totton  belt. 

I  \Mien  8  safe  system  of  issuing  short-term  certificates  of  indebtedress  or  debentures 
pinst  cotton,  properly  stored,  has  been  put  into  operation  it  will  present  a  new 
itional  field  for  investment  by  the  whole  people,  whic  h  will  be  as  safe  and  as  attrac- 
hre  10  the  investor  as  Government  bonds. 

I  ^^'ith  the  staple  financed  in  the  storage,  the  supply  can  be  marketed  and  distributed 
las  to  meet  only  the  demands  of  legitimate  consumption  during  each  1 2-month  pericd. 
m  will  insure  orderly  marketing,  stability  of  prices,  and  the  maintenance  of  values 
cceptable  to  both  the  producers  and  the  manufacturers. 

1  LVVOLVES   NATIONAL   ACTION. 

Tills  ig  a  national  question  which  should  promptly  appeal  to  and  receive  the  hearty 
fd>r3eineat  and  cooperation  of  the  leading  financiers  of  the  nation.  The  saving  of 
bIv  a  flinall  fractional  part  of  a  cent  per  pound  in  the  value  of  each  cotton  crop 
ttounts  to  many  millions  of  dollars  in  the  aggregate.  When  these  reforms  guarantee 
Mving  of  many  cents  per  pound  it  presents  an  economic  situation  of  great  force  to 
be  financial  and  business  interests  of  the  whole  country. 

The  Europeaui  method  of  agricultural  finance  presents  a  most  attractive  and  practical 
Jfltem  which  could  be  quickly  and  safely  applied  to  American  staple  agricultural 
wducts  like  cotton.  There  is  capital  here  in  abundance  waiting  to  finance  the 
•eda  of  the  American  cotton  crop,  and  the  obstacle  standing  hi  tlie  way  is  the  absence 
t  the  necessary  machinery  and  the  education  of  the  population  of  this  Nation  on  the 
■perior  safety  of  cotton  as  a  collat^^l  security  for  loans. 

UnON'AL    GOVERNMENT     EXPENDITURES — ^AGRICULTURE     AND     EDUCATION     RECEIVE 

1<ERE   PITTANCE COMMON    SENSE    WOULD    PLAINLY    DICFATE    THAT    AGRICULTURE, 

THE  FOUNDATION'  STONE  OP  CIVILIZATION  AND  COMMERCE  AND  EDUCATION,  THE 
BHLDER  OP  THE  MINDS  AND  SOULS  OF  MEN  AND  OUR  CIVILIZATION  ITSELF,  SHOULD 
RECEIVE  ALL  BUT  A  PITTANCE  OF  THE  APPROPRIATIONS  INSTE.VD  OP  THE  MERE  CRUMBS. 

Vour  specific  attention  is  called  to  the  enormous  expenditures  of  the  Government's 
ii^^me  for  destructive  rather  than  for  constructive  purposc^s.  Our  total  national 
H'propriations  for  1920  amounted  to  |5,686,000,0C0.  Of  this  total,  68  per  cent  wa^ 
Pa'd  out  for  past  wars;  25  per  cent  for  future  wars  and  the  maintanance  of  the  Army 
"ftdNavy;  3  per  cent  for  civil  government;  3  per  cent  for  public  works;  and  1  per 
^t  for  education  and  agriculture.  The  cost  ot  each  one  of  our  new  battleships  was 
"(•.000,OCO  and  its  annual  upkeep  amounts  to  $3,000,000.  The  (tovemment  appro- 
V^atra  to  the  whole  of  American  agriculture  less  than  the  cost  of  a  single  first-cla^s 
battleship  which  goes  to  the  junk  pile  in  a  few  years,  or  is  sunk  at  sc^a  from  target 
pfai'tice. 
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No  country  can  proeper  indefinitely  which  spends  93  per  cent  of  its  income- 
burdens  on  the  people— for  destructive  piu-poses,  while  at  the  same  time  permitting 
its  agricult  ire  to  decay  for  want  of  proper  support. 

SOLUTION    OF  PRESENT  PROBLEM. 

The  total  of  gold  money  of  the  entire  world  is  estimated  at  $9,000,000,000.  Tbe 
TTnited  States  possesses  $3,200,000,000  of  this  amount,  which  is  more  than  one-third 
of  tho  world's  supply.  The  report  of  the  Federal  reserve  bank  shows  that  the  total 
of  their  notes  in  circulation  is  $2,700,000,000.  The  circulation  of  our  paper  money 
is  immensely  less  than  our  actual  gold  reserve. 

We  have  an  api>alling  exhibit  of  contraction.  The  standard  of  value,  since  the 
cotton  crop  was  planted,  in  fact  since  August,  1920  (and  all  necessary  expense  of 
producing  the  crop,  except  the  actual  harvesting,  had  been  incurred  at  the  highest 
basis  of  standard  of  value),  nas  been  reduced  to  the  gold  basis.  The  measure  of 
circalation  has  been  reduced  by  hundreds  of  millions  of  dollars  below  the  available 
gold  supply. 

The  farmer  was  assured  that  there  would  be  a  pressing  need  on  the  part  of  the  cot- 
ton consuming  world  for  not  less  than  a  15.000,000-bale  American  cotton  crop  in  1920. 
As  a  result  he  abandoned  his  predetermined  plan  to  reduce  production,  feeUng  that 
it  would  be  little  short  of  criminal  to  reduce  production  while  there  was  the  assurance 
that  there  would  be  a  pressing  demand  at  profitable  prices.  He  produced  his  cott<m 
crop  upon  the  inflated  dollar.  If  he  is  forced  to  sell  it  without  a  market  and  at  a 
price  of  less  than  one-third  the  cost  of  production  for  a  deflated  dollar — a  dollar 
changed  in  valae  from  approximately  38  cents  when  he  planted  to  100  cents  when 
he  sells — it  can  mean  but  one  thing — his  absolute  commercial  annihilation. 

It  woald  require  from  8  to  10  years  to  bring  about  orderly  deflation:  still,  complete 
deflation  has  been  attempted  within  8  to  10  montns. 

Relief  to  the  cotton  producers  and  the  business  men  can  only  come  by  a  necessary 
increased  circulation,  by  a  more  liberal  extension  of  credits,  by  the  Federal  resene 
system  granting  a  rediscount  rate  of  4  J  per  cent  to  not  exceeding  5  per  cent  on  agri- 
cultural and  commercial  paper,  and  by  renewals  of  agricultural  loans  (known  is 
frozen  assets,  on  account  of  their  being  no  market  for  the  products  until  the  exports 
are  opened  up).  It  is  only  in  this  way  that  relief  can  be  secured.  Surely  cotton  and 
other  products  must  be  carried  until  exports  can  be  opened  up.  Surely  the  producer 
must  continue  to  produce.  If  this  relief  is  not  extended,  his  product  will  pass  into 
the  hands  of  the  gambler  and  the  speculator,  on  a  market  without  a  bidder,  for  le^ 
than  one-third  the  cost  of  production.  He  will  then  be  without  a  means  for  produc- 
ing, and  as  a  result,  eventually,  the  ultimate  consumer,  commerce,  and  civilization 
will  pay  a  fearful  penalty. 

To  overcome  the  financial  diflSculties  of  the  cotton  growers  at  this  time,  brought 
about  by  an  artificial  deflation  in  valua^,  and  to  put  the  cotton  industry  of  the  Nation 
on  its  feet,  thjre  must  be  united  effort  on  the  part  of  the  Government  and  of  the 
business  interests  of  the  country.  The  channels  of  commerce  which  have  been  stag- 
nated for  the  past  10  months,  must  be  opened,  and  normal  trade  relations  reestablished. 
The  fore  38  which  had  the  power  to  stagnate  commerce  and  restrict  world  credits  rnugt 
also  have  the  pjwer  to  reopen  commerce  and  reestablish  credits. 

Exports  of  raw  cotton  must  be  stimulated  and  the  resumption  of  consumption  must 
be  revi\  ed,  in  order  that  markets  may  be  opened  and  the  way  of  the  fanner  made 
pa-sible. 

The  War  Finance  Corporation  has  been  revived  and  the  present  administration  at 
Washington  is  being  conducted  along  sound  lines  of  a  national  desire  to  aid  the  rehabili- 
tation of  American  agriculture.  Obstructive  forces  have  been  checked  and  the  way 
is  being  opened  for  a  re\ival  of  American  industry.  United  cooperation  of  all  the 
forces  which  go  to  make  up  this  great  Nation  will  clear  the  way  of  getting  back  tt» 
normalacy  and  the  reestablit^hment  of  reason  and  safety. 

The  American  Cotton  Ansociation  is  forcefully  blazing  the  way  for  economic  reform 
and  eflBciency  in  the  future  handling  and  marketing  of  American  cotton.  In  thl^ 
highly  commendable  work,  the  association  peeks  the  valued  aid  and  cooperation  of 
the  various  lines  of  the  cotton  industry  and  tho.-e  business  interests  whicn  are  more 
vitally  identified  with  the  trade  of  the  cotton  belt.  The  purpose  sought  is  to  strengthen 
the  productive  ability  of  the  cotton-growing  States  and  to  upbuild  the  commerce  of 
the  whole  Nation. 
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QUESTION   OP  VITAI,  IMPORTANCE. 

The\ital  question  for  determination  is  whether  the  Nation,  as  a  whole,  will  recognize 
and  appreciate  the  American  cotton  crop  as  a  great  national  asset  and  give  whole- 
hearted  cooperation  toward  a  reconstruction  of  our  cotton  industry  upon  a  basis  of  its 
profitable  production  and  economic  handling  throughout  the  future  years  to  come, 
or  shall  we  be  forced  to  realize  that  cotton  production  must  continue  to  bear  the  curse 
of  Cain? 

The  cotton  belt  population  of  this  Nation  makes  no  appeal  to  Governmental  pater- 
nalism or  the  fostering  care  and  support  of  any  special  interest.  The  time  has  come 
when  the  future  economic  agricultural  problem  of  the  cotton  States  must  be  solved 
upon  a  more  stable  basis  for  tneir  rural  population.  If  cotton  is  to  continue  to  be  the 
hand  maiden  of  slave  labor,  to  be  continuously  stricken  down  by  powerful  special 
interests  in  this  country  and  in  Great  Britain,  the  American  Cotton  Association  and 
its  large  affiliated  interests  should  be  so  informed  by  those  departments-  of  American 
industry  which  are  more  intimately  interested  in  the  wealth  of  the  cotton  crop. 

THE   SO.UTH  AND  MIDDLE   WEST. 

If  the  cotton  States  must  reconstruct  their  agriculture  and  gradually  join  hands 
with  the  Middle  West  in  the  production  of  food  and  feed  crops,  allowing  cotton  pro- 
duction to  go  back  once  more  to  the  peasant  labor  of  the  Far  East,  from  whence  it 
came  to  us,  there  is  no  better  time  to  formulate  the  change  than  the  present. 

The  American  Cotton  Association  can  and  will  lead  the  way  to  economic  reform 
and  the  establishment  of  the  American  cotton  industry  upon  a  profitable  basis  to  the 
growers,  and  thereby  distribute  billions  of  wealth  from  the  staple  each  year  into  our 
national  channels  of  commerce,  if  the  business  interests  of  the  Nation  will  give  their 
dutiful  support  to  the  movement.  It  can  not  be  done  upon  any  other  basis.  Fanners 
are  producers  and  are  not  trained  in  the  expert  knowledge  of  marketinj?  along  eco- 
nonuc  and  efficient  methods.  The  economic  handling,  financing,  marketing,  and  dis- 
tribution of  the  Cotton  crop  is  the  one  big  outstanding  problem  for  national  solution. 
Upon  the  correct  solution  of  that  problem  depends  5ie  future  destiny  of  cotton  on 
American  farms,  and  the  constant  and  unfailing  supply  of  the  staple  to  the  nations 
of  the  world.    Goldsmith  well  says: 

''111  fares  the  land,  to  hastening  ills  a  prey, 
Where  wealth  accumulates,  and  men  decay. 
Princes  and  lords  may  flourish  or  may  fade, — 
A  breath  can  make  them,  as  a  breath  has  made; 
But  a  bold  peasantry,  their  country*s  pride, 
When  once  destroyed,  can  never  be  supplied. " 

American  agriculture  occupies  the  same  position  to-day  that  agriculture  in  the 
cotton  States  occupied  in  1865,  just  after  the  Civil  War  when  commercial  slavery 
▼as  shackled  upon  the  producers  of  the  South. 

CONSTKUCnVB  AGRICULTURAL  LEGISLATION  IMPERATIVE. 

I!  it  is  impossible  to  secure  the  cooperation  of  the  various  lines  of  the  cotton  indus 
try,  then  it  will  become  necessary  for  the  South  and  the  West  to  form  a  corelation  in 
the  National  JjOgislature  for  the  purpose  of  controlling  the  balance  of  power  in  having 
enacted  into  le^lation  necessary  measures  for  the  protection  and  upbuilding  of 
our  agricultural  interests.  The  farmer  can  not  continue  to  produce  and  sell  for  less 
than  the  cost  of  production,  as  this  will  destroy  the  foundation  of  commerce  and 
civilization  will  perish. 

The  great  agricultural  West  and  the  great  agricultural  South,  in  fact,  the  agricul- 
tural interests  of  the  entire  Nation,  are  to-day  fully  awake  to  the  danger  confronting 
^cm  and  recognize  the  vital  necessity  of  cooperation  for  mutual  protection  and 
jieuefits,  and,  as  a  result,  are  joining  forces;  and  more  constructive  agricultural  legis- 
lation as  a  result  will  be  passed  than  has  been  placed  on  our  statute  books  in  the 
«8t  half  century.  This  long-delayed  legislation  will  not  bring  benefits  to  the  agri- 
^Itural  interests  of  the  South  andWest  alone,  but  to  the  entire  Nation. 

There  must  be  a  revival  of  the  industry  by  the  cooperation  of  Government  and  all 
"lies  of  industry,  or  the  primary  wealth  producers  of  tne  United  States  will  be  unable 
^0  supj)ly  the  needs  of  commerce,  and  a  cataclysm  of  unrest  and  dissatisfaction  will 
■  ^ure  in  all  lines  of  business. 

It  is  not  known  where  he  who  invented  the  plow  was  bom  nor  where  he  died,  yet 
*e  must  realize  that  he  has  effected  more  for  the  happiness  of  the  world  than  all  the 
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rare  of  heroes  and  conquerors  who  have  drenched  it  with  tears  and  manured  it  with 
blood,  and  whose  birth,  parentage,  and  education  have  been  handed  down  to  u? 
with  a  precision  precisely  proportionate  to  the  mischief  they  have  done. 

Has  not  the  time  at  last  arrived  when  the  science  of  destruction  should  bend  he- 
fore  the  arts  of  peace;  when  genius,  which  multiplies  our  powers,  which  creates  new 
production,  which  diffuses  comfort  and  happiness  among  the  CTeat  mafs  of  the  p^- 
pie,  should  occupy  in  the  general  estimation  of  mankind,  the  rank  which  reascn 
and  common  sense  now  assign  it? 

Mr.  Wannamaker.  Resolutions  were  passed  at  the  conference  at 
which  that  speech  was  delivered,  asking  for  more  liberal  credits  and 
reduced  rediscount  interest  rates,  which  resolutions  are  as  follows: 

Resolutions  Adopted  by  the  Cotton  Consultation  Conferexce. 

Following  are  the  resolutions  adopted  by  the  First  National  Cotton  Confiu"  vtitn 
Conference,  at  the  close  of  its  business  session: 

**The  cotton-growing  industry'  and  the  entire  agriculture  of  the  Nation  is  sufferini: 
from  unspeakable  losses  in  price  values  and  stagnated  markets  in  America  and  re- 
stricted exports.  Deflation  in  farm  values,  which  so  unexpectedly  precipitated  up^L 
the  country  in  August,  1920,  found  the  cotton  growers  with  their  crops  ready  for  har- 
vest and  without  power  to  protect  themselves  from  the  debacle  of  constantly  lowericg 
prices.  The  crop  was  produced  at  the  peak  of  high  cost,  and  the  growers  found  them- 
selves facing  bankrupt  values.  From  an  expectancy  of  $2,500,000,000  for  the  cotton 
crop  in  July,  1920,  when  cultivation  ceased*  the  growers  of  that  crop  sustained  a 
loss  of  $1,500,000,000,  no  part  of  which  was  profit,  but  represented  a  net  loes  dedut  ted 
from  the  actual  cost  of  production. 

**The  restrictions  of  credits  and  high  rate  of  rediscount  charged  on  farm  loans  Las 
rendered  it  impossible  for  farmers  to  plant  and  cultivate  a  normal  crop  of  cotton  in 
1921 ,  but,  on  the  contrary,  present  indications  point  to  the  smallest  cotton  acreage 
planted  within  the  past  25  years. 

"The  Nation's  permanent  prosperity  and  the  progress  of  ita  entire  industrial,  traue- 
portation,  and  financial  life  aepends  upon  the  success  of  its  agriculture. 

"It  is  imperative  that  American  a^culture  in  the  cotton  belt,  as  elsewhere,  l^e 
rehabilitated  as  rapidly  as  possible  through  a  more  liberal  expansion  of  credits,  lower- 
ing of  the  Federal  reserve  banking  rediscoimt  rates,  and  opening  up  of  foreign  markets: 
Therefore  be  it 

**  Resolved,  by  the  Cotton  Growers^  Conference  Conmltation^  in  session  at  Xeic  York 
City,  May  30  and  31,  That  the  Government  of  the  United  States,  through  its  preeeni 
administration,  be  lu^ed: 

"First.  To  authorize  and  grant  a  more  liberal  expansion  of  credits  on  £arm  loasf. 

"Second.  That  the  Federal  reserve  bank  rediscount  rate  be  lowered  without  delay 
to  a  figure  not  in  excess  of  5  per  cent  on  the  rediscounts  of  farm  products  and  all  ccm- 
mercial  paper. 

"Third.  That  the  War  Finance  Corporation  and  Department  of  Commerce  render 
all  possible  aid  in  opening  up  exports  for  cotton  and  other  American  raw  products,  so 
as  to  stimulate  the  movement  and  consumption  of  such  commodities  as  rapidly  is 
possible.'* 

"  Uniformity  in  standardizing  the  various  grades  of  American  cotton  is  an  important 
essential  in  the  economic  and  eflicient  marketing  of  the  crop,  both  in  domestic  and 
foreign  conmierce. 

"The  United  States  Department  of  Agriculture  has  been  empowered  by  Federal 
statute  to  standardize  the  said  grades  for  specified  domestic  market  points,  but  has  do 
authority  to  make  the  system  compulsory  on  the  entire  cotton  trade  in  this  countr}'. 
Therefore,  be  it 

''Resolved,  That  the  representatives  of  cotton  growers,  manufacturers,  cotton  mer- 
chants, and  the  American  cotton  exchanges  are  hereby  urged  to  cooperate  for  securing 
a  prompt  adoption  of  the  United  States  standard  of  cotton  grades  in  the  handling  and 
marketing  of  the  cotton  crop  throughout  all  market  points  within  the  American 
Union.    Be  it  further 

''Resolved,  That  the  American  delegates  to  the  World  Cotton  Conference  be,  and 
they  are  hereby,  requested  to  present  this  important  matter  to  the  international  con- 
ference of  afiUiated  cotton  interests,  which  will  assemble  at  Liverpool  and  Manchester. 
England,  June  13  to  23,  and  urge  adoption  of  the  United  States  standard  of  cotton 
grades  in  the  international  marketing  of  American  cotton  between  American  exporters 
and  foreign  purchasers  of  the  staple. 
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^'Resolved,  That  the  American  Cotton  Conference  in  convention  assembled  dees 
hereby  recommend  the  cooperation  of  the  cotton-growing  States  in  stabilizing  the 
price  of  cottcn.  and  to  that  end  make  such  inquiries  as  will  contribute  to  the  accom- 
plishment of  this  purpose. 

"The  Cotton  Consultation  Conference  received  at  its  opening  session  a  splendid 
mesgage  of  statesmanship  and  true  Americanism  from  Warren  G.  Harding,  President 
of  the  United  States.    Iherefore,  be  it 

''Resolved,  That  in  accordance  with  the  spirit  of  the  message  and  the  views  actuating 
the  thought  and  proceedings  of  this  conference,  we  call  upon  and  urge  the  active  and 
valued  cooperation  of  all  departments  of  the  American  cotton  industry,  with  particular 
reference  to  the  growers,  manufacturers,  distributors,  and  allied  business  interests  of 
the  Nation,  mutually  to  cooperate  along  sound  conservative  business  lines  for  the 
speedy  enactment  of  those  economic  and  eflxient  reforms  in  the  production,  handling,, 
marketing,  and  distributing  the  cotton  crop  which  are  so  vital  to  the  further  success 
of  the  industry.    Be  it  further 

*  Resolved,  That  the  entire  cotton  interests  of  America,  in  cooperation  with  the  present 
administration  at  Washington,  exercise  every  legitimate  effort  to  stimulate  the  con- 
sumption of  cotton  in  this  country  and  abroad,  so  that  the  producers,  manufacturers, 
and  distributors  of  the  American  staple  may  be  freed  from  present  stagnated  markets 
and  that  the  industry  as  a  whole  may  once  more  regain  its  fitting  place  in  the  commerce- 
of  the  Nation.. 

'*The  American  delegates  to  the  WorWs  Cotton  Conference  will  depart  for  En|.land 
on  June  1,  and  whereas  the  delegates  have  the  best  wishes  of  this  convention  for  a 
safe  voyage  and  successful  conference  vith  the  repreeentatiA  es  of  the  world's  affiliated 
cotton  interests;  and  whereas  the  President  of  the  I  nited  States,  in  a  message  to  this^ 
convention,  has  called  specific  attention  to  the  importance  of  the  said  World  Cotton 
Conference.    Therefore,  be  it 

''Raolved,  That  a  full  copy  of  the  splendid  message  of  President  Harding  be  incor- 
porated herewith  and  delivered  to  the  said  American  delegates,  \^*ith  the  request  of 
thia  convention  that  said  messi^e  be  presented  to  the  International  Cotton  Conference 
for  its  approval. 

"Delegates  to  the  Cotton  Consultation  Conference  have  had  every  possible  courtesy 
extended  to  them  by  the  coidial  hospitality  of  the  management  of  tne  Pennsylvania 
Hotel;  the  welcome  of  the  city  of  New  York;  the  splendid  enteitainment  of  Kussell 
R.  Whitman,  of  the  New  York  Commercial ;  the  Western  Elec  trie  Co. ,  and  the  valuable- 
cooperation  of  the  press  representatives.    Theiefoie,  be  it 

'[Resolvedy  That  this  conference  extends  its  highest  appreciation  of  the  many  cour- 
tesies extended  as  referred  to  above,  which  have  in  so  great  a  measure  tended  to  the- 
comfort  and  pleasure  of  the  delegates  and  the  success  of  this  confeience." 

J.  A.  Rountree,  director  general,  United  States  Gocd  Roads  Association,  introduced 
the  following  resolution,  which  was  adopted  by  a  rising  vote  on  motion  of  Senator 
Joseph  E.  Ransdell,  of  Louisiana: 

'' Resolved ^  That  the  presiding  officer  of  this  conference  be  authorised  and  requested, 
to  wire  an  appreciation  to  President  Harding  for  his  patriotic  message  that  he  delivered 
over  the  phone  to  the  Cotton  Conference  and  express  our  thanks  for  the  same. 

"To  honorable  Warren  G.  Harding, 

''President,  WashingtoTiy  D.  C. 

'"Hie  delegates  of  the  Cotton  Consultation  Conference,  in  session  at  New  York  Cit>  ^ 
Hay  30,  1921,  unanimously  adopted  the  following  resolution: 

''Resolved J  That  this  conference  has  received  and  heard  with  great  pleasure  your 
message  of  good  will,  your  sympathy  and  cooperation  in  our  work,  and  that  we  extend 
to  you  our  deepest  thanks  and  most  profound  appreciation  of  your  interest  in  our  efforts 
to  solve  the  grave  problems  that  now  confront  the  cotton  industry  of  the  Nation." 

There  is  no  stimulus  to  business  activities  which  is  more  prompt 
and  eflfective  than  reasonably  low  interest  rates  charged  to  the  people 
for  credits  in  all  lines  of  business  endeavor.  The  records  show  that 
for  five  years  after  the  formation  of  the  Federal  reserve  banking 
system  tne  rediscount  rates  were  as  low  as  could  be  reasonably 
expected.  This  was  during  a  period  of  general  prosperity  in  the 
whole  country.  We  find,  as  a  result  of  the  drastic  artificial  deflation 
policy  of  the  Federal  Reserve  Board,  that  rediscount  rates  have  not 
only  been  and  are  now  abnormally  high  but  that  in  many  sections  of 
the  cotton  belt  the  rediscount  interest  rates  are  usurious.  It  is  my 
judgment  as  a  banker,  merchant,  and  farmer — and  I  find  that  my 
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J'udgment  is  confirmed  by  leading  bankers  and  business  men,  not  only 
rom  the  cotton  belt,  but  from  various  sections  of  the  coimtry— that 
confidence  can  not  be  restored  and  business  returned  to  a  normal 
basis  until  the  rediscount  interest  rates  are  lowered  beyond  the  rates 
recently  established  by  the  regional  reserve  banks. 

I  would  therefore  urge  your  thoughtful  consideration  to  the 
wisdom  of  bringing  all  possible  pressure  to  bear  upon  the  various 
Federal  reserve  districts  and  the  Federal  Reserve  Board  to  have  the 
rediscount  interest  rates  on  Liberty  bonds  lowered  to  3^  per  cent  and 
on  agricultural  and  commercial  paper  to  a  sliding  scale  of  from  4 
per  cent  to  4^  per  cent,  based  upon  the  time  such  loans  are  to  run. 

The  business  and  industry  of  the  whole  country  has  been  stricken 
a  severe  blow  as  a  result  of  the  policy  of  drastic  artificial  deflation 
enforced  through  the  Federal  reserve  banking  system,  and  every 
possible  aid  should  now  be  given  by  that  system  to  help  in  rebuilding 
the  shattered  business  of  the  Nation.  In  this  connection,  the  lowering 
of  the  present  high  rediscount  interest  rates  should  be  promptly 
made  efiective. 

Mr.  Chairman,  I  have  here  an  article  entitled  "History  of  the 
Federal  reserve  banking  system,  and  its  effect  upon  the  agriculture 
and  commerce  of  the  Nation  imder  existing  methods  of  its  operation; '' 
also  an  article  entitled  '*  President  Wannamaker  gives  facts  in  reply 
to  distorted  and  incorrect  statements,  made  in  the  testimony  of  Gov. 
W.  P.  G.  Harding  before  the  Joint  (Congressional  Committee  on 
Agricultural  In(iuiry  at  Washington  on  August  5;"  also  an  article 
entitled  '^  Unanimous  indictment  of  the  policy  of  the  FedercJ  reserve 
banking  system  by  the  people,  as  primary  and  continuing  cause  of 
drastic  deflation  in  values  of  farm  products,  stagnation  oi  busmess, 
and  if  persisted  in  will  bring  bankruptcy  and  ruin  to  entire  nation;" 
also  some  figures  showing  the  statistical  supply  of  cotton,  covering 
especially  export  since  1914;  also  an  article  entitled  ''The  relation- 
ship of  supplies  to  consumption  for  next  12  months,  an  analysis  of 
the  raw-cotton  situation;  also  an  article  entitled  ** Reporting 
imtenderable  CTades  of  cotton  each  year  by  Government;"  also  plans 
proposed  for  drastic  reduction  in  cotton  production  and  for  destruc- 
tion of  boll  weevil;  plan  1  is  a  reduction  over  a  series  of  years, 
beginning  1922;  and  plan  2,  total  elimination  of  cotton  production 
for  year  1922  to  destrov  boll  weevil;  also  copies  of  telegrams  ex- 
changed between  myself  and  Hon.  Sydney  Anderson,  chairman  of 
this  commission,  on  August  8  and  9,  1921;  also  correspondence 
between  the  Federal  Reserve  Bank  of  Richmond  and  myself,  and 
others,  which  I  think  is  pertinent  to  this  inquiry,  and  all  of  which 
articles  and  statements  and  correspondence  I  ask  to  be  incorporated 
in  the  record. 

The  Chairman.  Without  objection,  they  may  be  so  incorporated. 

(The  various  articles  and  matter  last-above  referred  to  are  printed 
in  full,  as  follows:) 

History  of  the  Federal  Reserve  Banking  System  and  Its  Effect  Upon  the 
Agriculture  and  Commerce  of  the  Nation  Under  Existing  Methods  of  Its 
Operation. 

The  Federal  reserve  banking  system  came  into  existence  during  the  trying  timee 
which  shortly  followed  the  outbreak  of  hostilities  in  the  World  War.  The  price  of 
cotton  went  down  to  6  cents  oer  pound  in  the  winter  of  1914-15,  just  before  the  12 
Fexieral  reserve  banks  were  established  and  opened  for  business  throughout  the  United 
States  in  the  spring  of  1915. 
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Two  powerful  and  appealing  rearons  were  put  forth  before  the  country  for  the  en- 
actment of  the  FederjJ  reserve  law.  One  was  that  the  banking  interests  of  the  country 
would  forever  more  be  freed  from  the  dominion  and  control  of  lar^i^e  Wall  Street  bankers 
and  the  other  was,  that  monetary  panics  of  any  kind  in  this  country  would  be  for  all 
time  to  come  obliterated. 

In  less  than  six  years  after  the  establishment  of  the  P'ederal  reserve  banking  system 
the  whole  country  is  found  floimdering  under  the  most  \dolent  monetary-  panic  this 
nation  has  ever  suffered  from  in  the  past,  and  if  reports  be  true,  the  large  banking 
interests  of  the  East  control  a  tighter  grip  on  the  finances  of  the  United  States  than 
even  in  the  alleged  palmiest  days  of  Wall  Street's  greatest  power.  Not  only  this,  but 
it  is  al^  alleged  by  high  Government  oflicials  and  prominent  banking  ofTicials,  that 
the  present  nation-wide  panic  was  deliberately  planned  by  a  majority  of  the  member- 
ship of  the  Federal  Keser\e  Board  under  an  enforced  policy  of  deflation  in  market 
values  by  restrictions  of  credits,  contraction  of  the  currency  and  usuriously  high  re- 
dispo ant*  rates.  This  policy  destroyed  confidence  in  markets  and  created  the  most 
gigantic  buyers'  panic  the  world  has  ever  recorded. 

HOW  THE  FEDERAL  RESERVE  BANKING  SYSTEM  OPERATES. 

There  are  very  few  people  who  know  much  aboiit  the  operations  of  the  Federal 
reserve  banks,  except  those  National  and  State  banks  which  have  joined  the  system 
and  are  known  as  member  banks.  The  law  makes  it  compulsory  lor  every  national 
bank,  big  and  little,  to  join  or  have  their  national  charters  canceled.  State  banks 
ran,  if  thev  wish,  become  member  banks  by  comphdng  vdth  the  national  bank  act. 
Under  the  law  every  bank  which  joined  the  system  had  to  subscribe  to  Federal  reserve 
bank  stock  in  an  amount  equal  to  6  per  cent  of  the  entire  capital  and  surplus  of  each 
such  bank.  This  subscription  to  the  stock  gave  each  Federal  reserve  bank  its  operating 
capital  in  each  Federal  reserve  district.  This  stock  is  supposed  to  draw  6  per  cent 
interest  per  anniun  in  dividends  to  the  8u]>scribing  member  banks.  What  would 
happen  if  it  were  known  that  any  private  svstem  of  banking,  Wall  Street  or  elsewhere, 
wa^  deliberately  controlling  the  finances  of  this  Nation  in  such  a  way  as  to  bankrupt 
the  people  and  stagnate  business,  while  at  the  same  time  profiteering  to  the  extent  of 
200  per  cent  on  its  capital?  Yet  the  Government,  supposed  to  protect  and  safeguard 
the  financial  interests  of  the  people,  is  now  openly  charged  with  being  guilty  of  just 
that  thing. 

TRANSFER  OF  DEMAND   DEPOSITS   AND  TIME   DEPOSITS. 

The  member  banks  are  also  required  to  keep  on  deposit  with  the  Federal  reserve 
bank  of  their  respective  districts  7  per  cent  of  their  demand  deposits  and  3  per  cent 
of  their  total  time  deposits,  to  be  Imown  as  reserve  balances.  If  a  member  bai^  is 
located  in  a  Federal  reserve  bank  center,  it  must  deposit  10  per  cent  of  its  aggregate 
demand  deposits  and  3  per  cent  of  its  time  deposits.  The  member  banks  receive  no 
interest  whatever  on  these  deposits,  but  they  are  used  to  swell  the  reserves  or  deposit 
of  funds  with  the  Federal  reserve  banks.  The  stock  subscribed  for  by  the  member 
banks,  as  stated  above,  is  not  only  nontransferable,  but  can  not  be  hypothecated  for 
loans.  Doubtless  the  privilege  of  rediscounts  compensates  for  these  requirements,  as 
the  member  banks  appear  satisfied  with  the  system,  or  at  least  they  don't  make  any 
public  noise  about  it. 

Another  item  of  expense  on  the  member  banks  is  that  they  are  required  to  pay 
examination  fees  in  proportion  to  their  capital  and  surplus  for  compensating  national 
bank  examiners  and  their  expenses  for  examining  the  banks  at  least  semiannually, 
to  see  that  their  affairs  are  kept  in  proper  shape  and  the  laws  of  the  Federal  reserve 
system  are  fully  complied  with. 

HIGH   RATES   OP   REDISCOUNT. 

Southern  member  banks  of  the  Federal  reserve  banking  system  have  undoubtedly 
been  hard  hit  by  the  excessively  high  rediscount  rates  charged  by  the  svstem,  as  well 
as  the  people  who  have  been  forced  to  stand  tlie  hardship  of  that  enforced  method 
of  deflation  and  paralyzing  markets  and  business. 

Until  quite  recently  the  rediscount  rate  has  been  7  per  cent  per  annum,  and  all 
during  the  past  winter,  in  order  to  check  credits,  the  system  put  on  what  was  known 
as  an  upward  slidiiig  scale  of  redi^ount  rates,  which  went  up  to  20,  30,  and  40  per 
cent,  and  in  some  instances  higher  than  that,  to  check  credits.  Without  committing 
usury  the  banks  have  been  supporting  the  Federal  reserve  banking  system  all  these 
months  without  compensation  to  themselves,  while  at  the  same  time  contributing  to 


Digiti 


ized  by  Google 


668  AGRICULTURAL  INQUIRY. 

the  enormous  and  unconscionable  method  pf  profiteering  by  the  federal  reserve  banks. 
It  is  a  bad  condition  of  affairs  when  the  farme'rs  are  forced  to  pell  their  products  it 
one-third  the  cost  of  production,  the  banks  forced  to  do  business  largely  without 
profits  to  themselves,  while  the  Federal  reserve  banking  system  is  netting  from  150 
to  200  per  cent  profit. 

POWER   OF   FEDERAL   RESERVE    BANKING    SYSTEM. 

WTiether  Congress  so  intended  it  or  not,  the  seven  members  of  the  Federal  Reeene 
Board  who  sit  in  secret  at  Washington,  have  unlimited  and  autocratic  pwwer  over  the 
banking  machinery,  currency,  and  methods  of  f  nance  in  this  Nation.  The  Federal 
Reserve  Board  has  and  exercises  the  pov,  er  to  deflate  or  inf  ate  the  currency  to  suit 
themselves  without  regard  to  the  welfare  of  the  people  of  the  commerce  and  business 
of  the  country.  The  board  has  the  power  to  fix  the  rediscount  interest  rate,  to  restrict 
th^  credits  of  member  banks,  and  to  contract  or  expand  the  issue  of  currency.  The 
board  also  has  the  power  to  say  whether  the  people  of  this  great  Republic  shalf  prosper 
or  go  down  in  bankruptcy  and  ruin. 

Instead  of  being  the  mainstay  to  v  ard  off  panics,  we  find  the  Federal  reserve  s>^tem 
charged  by  high  Government  officials  "with  devising  and  forcing  on  the  people  the 
greatest  panic  ever  recorded  in  history.  While  the  Federal  Reserve  Board  has  no 
statutory  authority  of  law  to  regulate  the  price  of  raw  products  or  commodities  of  any 
kind,  yet  the  board  usurped  that  authority  as  its  leading  propaganda  last  year  to 
bolster  up  its  scheme  for  deflation  through  the  arbitrary  restriction  of  credits,  con- 
traction of  currency,  and  sliding  scale  of  high  and  exorbitant  rediscount  interest 
rates.  We  can  find  nowhere  in  the  Federal  reserve  act  any  authority  under  which  the 
board  can  purchase  propertv,  but  it  is  reported  that  recently  the  lE>oard  purchased  a 
piece  of  propertv  in  New  York  for  $16,000,000  upon  which  to  construct  a  building  for 
use  of  the  New  York  district  bank.  If  these  statements  are  true,  the  power  of  Con- 
gress to  make  appropriations  has  been  niillified,  and  the  constitutional  rights  of  the 
Government  and  the  people  have  become  subordinated  to  the  autocratic  power  of  the 
Federal  Reserve  Board. 

PERSONNEL  OF  FEDERAL  RESERVE  BOARD. 

Section  10  of  the  Federal  reserve  act  reads  as  follows: 

"A  Federal  Reserve  Board  is  hereby  created  which  shall  consist  of  seven  membere, 
including  the  Secretary  of  the  Treasury  and  the  Comptroller  of  the  Currency,  who 
shall  be  members  ex  oflScio.  and  five  members  appointed  bjr  the  President'of  the 
United  States,  bv  and  with  tho  advice  of  the  Senate.  In  selecting  the  five  appointive 
members  of  the  t'ederal  Reserve  Board,  not  more  than  one  of  whom  shall  be  selected 
from  any  one  Federal  reserve  district,  the  President  shall  have  due  regard  to  a  (air 
representation  of  the  different  commercial,  industrial,  and  geographical  di\i6ion8  of 
the  country.'* 

President  Wilson,  in  selecting  the  present  five  members  of  the  board,  appointed 
two  bankers,  one  college  professor,  one  lawyer,  and  a  newspaper  man,  so  we  are 
informed  from  the  records.  The  V2i>8t  agricultural  and  commercial  industries  of  the 
Nation  were  totally . disregarded  and  the  plain  language  of  the  law  ignored.  Conse- 
quently, the  agricultural  and  commercial  interests  of  the  Nation  have  no  representa- 
tion on  the  board  and  no  sjnmpathetic  cooperation  on  the  part  of  the  present  member- 
ship thereof. 

Notwithstanding  that  the  Federal  reserve  act  specificallv  states  that  agricultural 
paper  when  indorsed  by  a  member  bank  shall  be  eligible  for  rediscount,  the  board 
arbitrarily  refused  to  acVept  such  paper  for  loans  when  passing  throiigh  the  hands  of 
cotton  factors.  This  has  created  an  unwarranted  and  unjustified  hardship  upon 
thousands  of  cotton  growers  who  had  been  heretofore  financed  through  their  factws 
dunng  the  spring  and  fall  months. 

WHERE  WILL  THE   END   BE? 

The  enforced  destnu  tion  of  property  values  from  any  cause  is  confiscaton^  when 
those  who  are  oppressed  have  no  right  of  defense.  Since  the  policy  of  the  federal 
reserve  banks  started  last  year  to  re8tri(t  credits  and  currency  and  advanced  the 
rediscount  rates  for  the  aimounced  purpose  of  forcing  deflation  in  values  on  the 
country,  the  press  has  reported  a  large  number  of.  suicides  by  bankers  and  farmers, 
and  many  bankruptcies  from  all  sections  of  the  cotton  belt.  Many  farmers  and  mer- 
chants have  lost  their  reason  and  are  to-day  in  insane  asylums  or  pri\'ate  sanitariums. 
Banks  in  many  sections  which  have  carried  an  almost  unbearable  burden  of  loans  to 
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lielp  their  patrons  will  be  unable  to  declare  dividends  because  of  the  high  rediscount 
rates  imposed  tipon  them  by  the  Federal  reserve  banks.  Business  is  stagnant,  and  the 
fanners  are  without  markets  for  their  products  and  heavily  involved  in  debt  with  no 
credit  facilities.  But  the  Federal"  reserve  banks  have  profiteered  off  the  sufferings 
of  the  people  to  the  extent  of  200  per  cent  in  the  last  12  months,  according  to  official 
reports.  The  banking  department  of  the  Government  is  refusing  to  collect  the 
interest  on  its  foreign  loans,  while  at  the  same  time  forcing  the  sale  of  securities  and 
products  in  this  country  in  its  demand  for  the  liquidation  of  loans  by  American 
banks  to  the  Federal  reserve  banks. 

Bankers,  business  men,  and  farmers  are  now  beginning  to  understand  and  to  pro- 
test against  a  continuation  of  these  bankrupting  methods  on  the  part  of  the  Federal 
reserve  system.  These  murmurings  will  grow  into  louder  mutterings  in  the  near 
future,  and  if  the  policy  of  the  reserve  system  is  not  changed  there  will  be  chaos  from 
one  end  of  this  coi)ntry  to  the  other.  The  people  will  not  indefinHely  submit  to  these 
conditions,  and  there  must  be  a  change  for  the  better  in  the  near  future.  (k)ngress 
phould  so  amend  the  Federal  reserve  bank  act  so  as  to  secure  for  the  people  a  helpful 
financial  system,  which  was  the  original  intent  and  purpose  of  the  act. 

It  is  now  reported  that  the  Federal  reserve  system  could  legally  and  safely  issue 
?2.000,000,000  more  of  currency  and  still  remain  within  the  limits  of  a  40  per  cent 
gold  reserve.  Gold  is  being  pyramided  to  an  enormous  height  by  the  Government, 
while  currency  with  which  to  conduct  business  continues  to  be  contracted.  Until 
confidence  is  restored  business  will  continue  to  be  stagnated,  and  confidence  will  not 
be  restored  until  the  present  policy  of  the  Federal  Reserve  Board  is  reversed. 


President  Wannamaker  Gives  the  Facts  in  Reply  to  Distorted  and  Incorrect 
Statements  Made  in  the  Testimony  of  Gov.  W.  P.  G.  Harding  Before  the 
Joint  Congressional  Committee  on  Agricultural  Inquiry  at  Washington 
August  5. 

Gov.  W.  P.  G.  Harding,  of  the  Federal  Reserv^e  Board,  in  his  testimony  before  the 
Joint  Congressional  Committee  on  Agricultural  Inquiry,  August  5,  made  the  follow- 
ing statement: 

"In  other  words,  they  wanted  us  to  sanction  a  loan  of  32  cents  a  pound  on  cotton, 
which  was  worth  at  that  time  normally  on  the  market,  I  think,  28  cents  a  pound, 
I  think  the  chart  will  show,  and  it  went  to  25  cents  a  pound,  and  then  went  down 
ever)'  month  until  it  hit  the  bottom." 

The  above  statement  was  furnished  to  me  as  part  of  Gov.  Harding's  teatimonv  on 
August  5  in  a  telegram  received  from  Chairman  Sydney  Anderson,  of  the  Committee 
on  Agricultural  Incjuiry.  On  Augui?t  6  the  newspapers  of  the  countr>'  carried  the 
following  dispatch  on  the  statement  in  reporting  the  testimony  of  Gov.  Harding: 

"Mr.  Harding  told  of  the  refusal  of  the  board  to  grant  a  request  of  J.  S.  Wannamaker, 
president  of  the  American  Cotton  Association,  that  loans  at  a  rate  of  32  cents  a  pound 
ne  authorized  on  cotton.  'Cotton  then  was  selling  in  New  York  at  28  cents  a  pound 
and  went  down  in  a  few  days  thereafter  to  25,'  said  Mr.  Harding.  'I  was  never  so 
sorry  for  anybody  in  my  life,  but  it  wasn't  sound  banking  practice,  and  we  couldn't 
authorize  such  procedure.' " 

In  the  testimony  given  above  by  Gov.  Harding  he  was  referring  to  a  conference 
which  a  committee  representing  the  American  Cotton  Association  had  with  the  Fed- 
eral Reserv^e  Board  at  Washington  September  15,  1920.  It  must  be  further  l)orne  in 
mind  that  the  War  Finance  Corporation  had  been  suspended  by  Secretar^^  of  the 
Treasury  David  F.  Houston  and  that  foreign  exports  had  been  stagnated,  as  well  as 
home  markets,  although  two-thirds  of  the  cotton  crop  would  have  to  be  exported  in 
order  to  find  consumptive  markets.  This  committee,  some  of  whase  names  are  given 
^elow,  was  selected  by  the  bankers'  section  of  the  American  Cotton  Association  and 
numbered  in  its  personnel  several  presidents  and  ex-presidents  of  State  bankers' 
a^ociations: 

Ex-Gov.  Richard  I.  Manning,  Columbia,  S.  C;  J.  8.  Wannamaker,  president  Ameri- 
can Cotton  Association,  St.  Matthews,  S.  C;  J.  A.  Brown,  Chadl)oum,  X.  C;  J.  A. 
Moas,  Tignall,  Ga.:  R.  E.  L.  Wilson,  Wilson,  Ark.;  (ol.  J.  O.  Thompson,  Birming- 
ham, Ala.;  L.  S.  Tomlinson,  Wilson,  N.  V.;  R.  C.  Hamer,  Eastover,  S.  ('.;  R.  W. 
Mattox,  Newnan,  Ga.;  J.  W.  McGrath,  Brookhaven,  Miss.;  J.  R.  Alexander,  Scott, 
Ark;  D.  E.  Lyday,  Dallas,  Tex.;  W.  H.  Andrews,  Andrews,  S.  C;  William  Coleman, 
Union,  S.  C.^,  H.  W.  Fraser,  Georgetown,  S.  C;  C.  S.  Fitzpatrick,  Helena,  Ark.; 
L.  1.  Guion,  Lugoff,  S.  C;  B.  C.  Powell,  Little  Rock,  Ark. 
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In  addition  to  these  there  were  a  number  of  other  southern  business  men  preseit, 
inchiding  Congressmen  and  iSenatore,  making  a  total  of  about  50  in  the  party.  It  can 
be  jjoaitively  stated  here  that  no  such  re^iuest  as  testified  to  above  by  Gov.  Harding 
was  ever  made  by  any  member  of  the  committee  in  whole  or  in  part  either  at  the  time 
of  the  conference  or  at  any  other  time  or  place.  Such  a  request  would  have  l)een 
absurd  and  in  violation  of  all  known  banking  rules  and  regulations. 

The  above-stated  committee  met  in  session  at  Washington  on  September  14  and 
after  careful  and  thoughtful  consideration  of  then-existing  financial  and  agricultural 
situation  throughout  tne  South  and  Nation  formulated  and  prepared  the  followins 
resolution,  which  was  submitted  to  the  Federal  Reserve  Boara  in  conference  on  Sep- 
tember 15,  1920: 

STATEMENT  WHICH  WAS  READ,  EXPLAINED  BY  SECTION,  AND  PRESENTED  TO  THE 
FEDERAL  RESERVE  BOARD  BY  A  SPECIAL  COMMriTEE  OP  THE  AMERICAN  COTTON 
ASSOCIATION  AT  WASHINGTON,  D.  C,  SEPTEMBER  15,  1920. 

Whereas  there  being  doubt  and  uncertainty  among  the  member  banks  in  the  Rich 
mond,  Atlanta,  Dallas,  and  St.  Louis  districts  of  me  Federal  reserve  system,  arising 
out  of  an  apparent  difference  in  the  position  of  these  four  districts  as  reflected  in 
their  oflacial  bulletins  released  from  tune  to  time  as  to  the  attitude  of  the  Federal 
reserve  bank  with  regard  to  the  movement  of  and  financing  of  the  cotton  crop  so 
as  to  provide  for  its  gradual  and  orderly  marketing,  and 

Whereas  it  is  imperative  that  a  definite  understanding  be  had  on  these  points  to 
restore  confidence  and  enable  an  intelligent  and  sound  procedure  on  the  part  of 
the  banks  in  tiiese  districts  in  handling  the  credit  situation  involved  by  reason  of 
unprecedented  conditions  existing  caused  by: 

1.  The  lateness  of  the  present  crop. 

2.  Lack  of  the  demana  from  the  domestic  cotton  merchants  and  manufacturers. 

3.  The  heavy  reduction  in  the  foreign  demand  on  account  of  the  complicated 
foreign  situation  and  the  inability  of  the  foreign  countries  to  buy  and  pay  for  raw 
cotton;  Therefore  be  it 

Resolved t  That  it  is  the  opinion  of  the  delation  of  the  American  Cotton  Associa- 
tion that  the  situation  will  be  materially  relieved  if  the  following  suggestions  are 
adopted,  namely: 

That  such  necessary  renewals  be  granted  on  loans  based  on  agricultural  paper  now 
held  under  rediscount  from  member  banks  in  the  districts  mentioned,  to  enable  a 
gradual  and  orderly  marketing  of  the  crop  on  which  the  credits  are  based,  either  by 
the  renewal  of  the  a^cultural  paper  or  the  substitution  therefor  of  commodity-secured 
paper  where  expedient  or  by  loans  on  cotton  in  warehouses  with  proper  receipts  as 
provided  for  in  section  13  of  the  Federal  reser\'e  act;  be  it  further 

Resolved,  That  the  board  be  assured  that  these  su^estions  are  made  not  for  the 
purpose  of  hoarding  or  providing  credit  for  speculating  in  spot  cotton,  but  for  the 
sole  purpose  as  aforesaid  of  providing  for  graaual  and  orderly  marketing  under  the 
adverse  conditions  as  they  exist,  ana  thereby  providing  a  sure  liquidation. 

Not  a  single  word  is  incorporated  in  the  above  statement  presented  to  the  Federal 
Reserve  Board  which  could  in  any  manner  be  distorted  into  the  conclusions  brought 
out  in  the  testimony  of  Gov.  Harding.  There  is  not  the  remotest  suggestion  as  to 
prices  or  a  percentage  of  values  upon  which  loans  on  cotton  stored  were  to  be  based. 
Gov.  Hardmg's  statement  is  a  distinct  reflection  upon  the  business  ability  of  everv 
banker  and  business  man  on  the  committee  who  appeared  at  the  conference  and 
does  grave  injustice  to  the  American  Cotton  Association  as  a  whole.  His  statement  is 
absolutely  incorrect  in  every  particular  and  he  has  no  record  of  any  kind  to  sustain 
the  charges  made. 

STATEMENT  PREPARED  BY  THE  COMMITFEE  AND  GIVEN  TO  PRESS  NOT  PUBLISHED. 
BUT  DISTORTED  PUBLICATIO.N  APPEARED  WHICH  AMAZED  THE  COMMITTEE  AS  NOT 
RECITING  CONFERENCE    RESULTS. 

After  the  above-stated  conference  with  the  Federal  Reserve  Board  adjourned,  the 
committee  assembled  and  prepared  the  following  press  statement  which  was  believed 
to  fairly  represent  the  result  of  the  conference: 

REPORT    CONFERENCE    OP    AMERICAN    COTTON    ASSOCIATION    REPRESENTATIVES    WITH 
FEDERAL   RESERVE   BOARD,    WASHINGTON,    D.   C,    SEPTEMBER    16,    1920. 

More  than  50  representatives  of  the  American  Cotton  Association,  representing  the 
agricultural  and  commercial  life  of  the  cotton-prod ucing  section  of  America,  headed 
by  President  J.  vS.  Wannamaker,  conferred  with  the  Fedend  Reserve  Board  on 
September  15  relative  to  the  cotton  situation. 
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Ex-Gov.  R.  L  Manning,  of  South  Carolina,  presented  the  case  for  the  cotton  associa- 
tion, pointing  out  that  the  association,  while  speaking  primarily  of  cotton,  really 
included  in  its  wishes  all  staple  agricultural  products.  He  emphasized  that  the 
American  Cotton  Association  was  not  asking  for  anything  but  had  come  rather  for 
the  purpose  of  getting  a  better  understanding  of  the  board's  policy  with  respect  to 
credits  for  orderly  marketing  of  agricultural  products. 

Gov.  Harding,  responding  for  the  board,  emphasized  the  thorough  agreement  of 
the  board  with  the  American  Cotton  Association  in  the  desire  for  the  gradual  orderly 
marketing  of  staple  agricultural  products,  especially  cotton. 

Gov.  Harding,  with  more  than  ordinary  emphasis,  drew  attention  to  the  fact  that 
there  seemed  to  be  an  organized  effort  to  mislead  the  public  as  to  the  policy  of  the 
Federal  R^erve  Board  touching  the  matter  of  the  contraction  of  credits  to  eaeential 
industries,  including  especially  all  agricultural  products.  While  stating  that  the 
board  had  undertaken  to  reduce  credits  for  nonessential  and  for  speculative  purposes, 
he  pointed  out  that  it  was  not  now  the  policy  of  the  board,  nor  had  it  been,  nor  would 
it  be,  to  restrict  credits  for  the  assistance  of  essential  industries,  and  especially  agri- 
cultural products.  He  produced  figures  to  show  that  from  September  1.  1919,  to 
September  1,  1920,  there  had  been  a  larger  exteneion  of  credits  for  essential  purposes 
than  at  any  period  in  the  history  of  the  country  except  the  period  of  1917-18,  and  that 
since  the  end  of  August  this  year,  on  account  of  crop-moving  demand,  the  Federal 
reserve  note  issues  have  been  increased  at  a  rate  of  from  thirty  to  forty  millions  of 
dollars  a  week,  and  that  bills  di.scounted  in  vaults  of  the  Federal  reserve  banks  had 
increased  at  a  rate  of  about  fifty  millions  of  dollars  a  week.  Gov.  Harding  pointed 
out  that  whatever  liquidation  had  gone  on  through  the  Federal  reserve  system  recently 
was  for  the  very  purpose  of  putting  the  member  banks  in  a  po-ition  to  take  care  of 
this  very  situation  which  he  foresaw  more  than  a  year  ago. 

The  impression  was  distinctly  given  that  the  board's  policy  was  sympathetic  to 
an  orderly  movement  of  the  crops  and  that  such  a  movement  was  a  nece^fcity  depend- 
ent to  a  Large  extent  upon  the  credit  situation. 

Among  other  suggeitions  Gov.  Harding  spoke  of  the  need  for  the  formation  of  export 
corporations  under  the  terms  of  the  Edge  Act,  and  drew  attention  to  the  fact  that  under 
the  terms  of  this  act  the  capital  stock  of  such  corporations  might  be  subscribed  in 
cotton.  He  referred  to  recent  conversations  with  several  Washington  representatives 
of  central  European  countries  who  expressed  the  desire  of  a  need  for  low-grade  cotton, 
but  who  pointed  out  that  these  countries  could  not  go  into  the  market  unless  credits 
could  be  extended  to  their  manufacturers  for  periods  of  from  six  to  nine  months. 
These  manufacturers  world  give  us  collateral  liens  upon  the  cotton  in  process  of  manu- 
facture, backed  by  the  joint  indorsement  of  a  consortium  of  banks  ana  further  guaran- 
teed by  the  governments  themselves.  Gov.  Harding  indorsed  strongly  the  efforts 
of  the  American  Cotton  Association  to  organize  such  export  corporations  and  expressed 
the  belief  that  in  their  operations  a  way  for  such  a  oistribution  of  cotton  as  would 
bring  the  manufacturer  and  producer  thereof  in  direct  contact  with  each  other. 

At  the  conclusion  of  Gov.  Harding's  statement,  President  Wannamaker  and  other 
delegates  expressed  their  complete  satisfaction  therewith  and  the  belief  that  such  a 
reassuring  statement  as  had  been  made  to  the  delegation  would  meet  a  quick  response 
throughout  the  country  in  a  more  optimistic  \'iew  of  the  future  of  all  enterprises  and 
especially  of  those  en^ed  in  the  production  of  agricultural  nece^^sitie^. 

The  above  statement  was  given  out  to  the  press  on  the  afternoon  of  September  15, 
1920,  and  country-wide  publicity  of  the  same  requested.  In  lieu  of  the  statement, 
the  following  distorted  and  totally  unfair  publication  appeared  in  the  general  pre3s : 

RESERVE    BOARD    REFUSES    AID   TO    COTTON    GROWERS — GOV.    HARDING    TELLS    REPRE- 
SENTATIVES  CREDIT  CAN    NOT   BE    EXTENDED  TO    ALLOW  THEM   TO   HOLD   CROPS. 

Washington,  September  15. 

Requests  of  the  American  Cotton  Association  for  governmental  aid  in  financing 
the  marketing  of  the  cotton  crop  of  the  South  were  denied  to-day  by  Gov.  Harding, 
of  the  Federal  Reserve  Board. 

The  representatives  of  the  association  asked  extension  of  credit  on  cotton  loans 
estimated  at  approximately  $500,000,000,  in  order  to  permit  growers  to  hold  their 
cotton  and  prevent  dumping  on  the  market  at  a  loss. 

The  solution  of  the  problem  facing  southern  cotton  producers.  Gov.  Harding  said, 
lay  with  the  producers  themselves  and  in  their  home  banks. 

"Go  home  and  tell  the  people  to  quit  talking  calamity,"  the  governor  declared, 
suggesting  that  the  cotton  men  sell  their  high-grade  stock  to  meet  demands  as  they 
arise,  which  would  enable  them  to  gradually  liquidate  their  debts,  and  hold  their 
low-grade  cotton  for  a  better  market. 
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The  Federal  Reserve  Board  is  keenly  alive  to  the  importance  of  doing  everytiung 
to  suetajn  agriculture  in  all  sections  of  the  country,  the  governor  told  the  aseodatiGii 
members,  but  he  added  that  the  board  was  not  authorized  to  deal  in  prices,  thou^ 
its  actions  might  have  an  effect  upon  them.  Recent  estimates  of  the  value  of  tm? 
year's  staple  crop  are  $22,000,000,000,  the  governor  stated,  and  expansion  of  credit 
to  assist  producers  in  all  parts  of  the  country  would  mean  about  $3,000,000,000  in 
loans. 

Who  prepared,  suggested,  or  authorized  such  a  statement  for  publication  we  have 
no  adequate  knowledge,  although  Gov.  Harding  is  quoted  in  the  statement  which 
was  prepared  and  sent  out  to  the  public. 

STATEMENT  OF  GOV.  HARDING  DENOUNCED  A8  ABSOLUTELY  INCORRECT,  MISLEADING, 
AND  UNJUST  BY  MEMBERS  WHO  ATTENDED  CONFERENCE  AND  PUBLICATION  OF  TRUE 
F.\CTS   DEMANDED. 

As  soon  as  the  press  reports  appeared  giving  the  testimony  of  Gov.  Harding  before 
the  congressional  committee  on  August  5,  a  number  of  those  who  attended  the  con- 
ference with  the  Federal  Reserve  Board  on  September  15.  1920,  as  representatives 
of  the  American  Cotton  Association,  were  promptly  notifiea,  and  without  exception 
each  and  every  one  pronounced  the  statement  by  Gov.  Harding  as  without  founda- 
tion in  fact,  grossly  incorrect,  and  unjust.  In  addition  to  this,  long  distance  tele- 
phone calls,  telegrams,  and  letters  from  various  sections  urge  that  correction  be  is- 
sued by  the  association  without  delay.  Many  members  of  the  conference  brand 
Gov.  Harding's  statement  as  distorted  and  totally  misleading  as  to  the  facts. 

Instead  of  furnishing  the  congressional  committee  with  a  correct  copy  of  the 
records  of  the  conference  on  September  15,  1920,  I  felt  it  was  best  to  first  give  Gov. 
Harding  an  opportunity  to  correct  his  statement,  as  he  wires  me  he  has  found  a  cor- 
rect copy  of  the  records.  After  an  exchange  of  a  number  of  telegrams,  however, 
Gov.  Harding  continues  to  refuse  to  make  correction  of  his  unjust  and  misleading 
statement.  It  becomes  imperative,  therefore,  that  we  give  publicity  to  the  matter 
and  file  with  the  congressional  committee  copies  of  the  true  facts,  however  em- 
barrassing it  may  now  prove  to  Gov.  Harding. 

CAREFUL  AND  CORRECT  STENOGRAPHIC  RECORDS  KEPT  OF  ALL  CONFERENCES,  AND 
COPIES    OF    LETTERS    AND   TELEGRAMS    WITH    GOV.    HARDING    ON    FILE   IN    OFFICES  OF 

AMERICAN    COrrON    ASSOCIATION. 

A  full  and  complete  report  of  thoee  entire  matters  will  be  given  out  to  the  public 
through  the  columns  of  Cotton  News  at  a  later  date.  Many  valuable  doctments 
bearing  upon  the  removal  of  the  War  Finance  ( orporation  by  David  H.  Houfton, 
ex- Secretary  of  the  Treamry,  and  of  the  defiaticn  policy  of  the  FederaUReserv'e  Board, 
are  in  the  confidential  files  of  the  American  Cotton  Associaticn.  The  causes  which 
originated  and  produced  the  distrt^i^ing  f  nancial  conditions  in  the  patt  12  months 
will  be  fully  understood  when  this  information  is  released.  Some  of  the  most  startling 
information,  however,  can  not  be  rolrafcd  without  the  consent  of  those  giWng  it  in  a 
confidential  way.  We  are  suffering  because  of  artilxial  deflation  forced  upon  the 
countr>^  which  has  destroyed  (he  orderly  financial  machinery  of  the  nation.  State- 
ments, such  as  that  made  by  (iov.  Harding,  if  allowed  to  pass  unchallenged,  would 
destroy  our  influence,  which  is  all  we  now  have  left  as  a  result  of  the  deflation  policy 
of  the  Federal  ReForve  Board. 

As  a  result  of  this  artificial  deflation  policy  of  the  Federal  Reserve  Board,  which 
was  first  made  effective  in  the  suspeiiFion  of  the  War  Finance  Corporation,  practically 
closing  exports,  followed  by  raising  the  rediscount  interest  rates  to  a  usurious  figure 
on  Liberty  bonds,  agricultural  and  commercial  paper;  the  restriction  of  credits  and 
contraction  of  currency,  which  in  the  laht  12  months  has  caused  a  loss  of  $8,000,000,000 
in  the  values  of  American  agriculture,  and  §'17,000,000,OCO  in  the  commerce  of  the 
Nation. 

Learning  of  the  destructive  artif  cial  deflation  policies  being  enforced  after  the  crop 
had  been  planted,  it  being  impossible  to  curtail  production,  we  bitterly  opposed  the 
removal  of  the  War  Finance  Corjwration,  and  the  September  conference  was  for  the 
purpose  of  showing  benefits  to  the  argiculture  and  commerce  of  the  Nation  by  a  re- 
versal of  the  policy  of  deflation,  which,  if  continued,  we  realized  would  result  in  wreck 
and  ruin. 

This  fact  is  clearly  established  from  the  official  reports  of  the  Comptroller  of  the 
Currency  and  of  the  Federal  Reserve  Board  in  the  following  financial  statements 
from  June  30, 1920,  to  April  28, 1921,  a  lO-months'  period  of  intense  deflation  in 'credits 
with  excessively  high  interest  rates: 
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On  June  30, 1920,  the  total  loans  and  discounts  of  the  national  banks  in  the  United 
Stit^s  stood  at  $12,396,900,000,  and  by  April  28,  1921,  they  had  been  restricted  to 
$1  J, 367, 074,000,  a  los  in  the  credit  machinery  of  the  Federal  reserve  banking  system 
of  $1,029,826,000  in  the  short  space  of  ten  months.  The  total  deposits  in  national 
banks  on  June  30,  1920,  were  $17,155,421,000  and  by  April  28,  1921,  these  had  been, 
reduced  to  $14,851,859,000,  a  loss  in  deposits  within  that  period  of  3'2, 303, 562,000. 
Du;ing  the  same  time,  the  currency  of  the  Nation  was  contracted  $460,000,000,  which 
makes  a  grand  total  deflation  in  the  fmancial  resources  of  the  Nation  of  $3,733,418,000, 
or  >37  per  capita. 

The  Comptroller  of  the  Currency  stated  on  August  2  that  the  Federal  reserve  banks 
could  now  issue  $2,692,000,000  of  additional  Federal  reserve  notes,  or  grant  $3,076,- 
8tj3,000  of  additional  deposit  credits,  and  still  maintain  the  legal  gold  reserve  basis 
of  40  per  cent.  These  figures  from  the  comptroller's  office  prove  that  while  the  per 
capita  circulation,  based  upon  the  gold  reserve,  was  decreased  $460,000,000  in  the  past 
12  months,  that  the  gold  reserve  actually  increased  $502,472,000. 

Per  capita  circulation  as  is  startlingly  illustrated  above,  does  not  mean  the  actual 
money  in  circulation,  as  a  great  amount  of  said  per  capita  circulation  may  be  locked 
up  and  hoarded  by  those  who  are  assisting  in  the  deflation  policy.  However,  it  is 
amazing  to  realize  the  fearful  contraction  of  per  capita  circulation  in  the  United 
States  as  compared  with  the  other  leading  financial  countries,  as  follows: 

Per  capita 
United  States:  circuUition. 

June  30,  1914 $34. 35 

June  30,  1921 53. 42 

Increise 19. 07 

Creat  Britain: 

June  30,  1914 19.46 

July  6,  1921 45.  53 

Increase 26.07 

France: 

June  30,  1914 6L  17 

June  30,  1921 185.19 

Increase 124.02 

Gemiany: 

June  30,  1914 20.03 

July  7,  1921 368.62 

Increase 348.59 

Italy: 

June  30,  1914 15.25 

May  31,  1921 106.08 

Increase 90.83 

The  increase  per  capita  circulation  shown  in  the  United  States  is  not  only  entirely 
out  of  line  in  this  proportion  with  the  increase  per  capita  circulation  shown  in  the 
above  countries,  but  in  addition  to  this  it  fails  to  show  tne  increase  per  capita  circula- 
tion necessary  based  upon  the  enormous  cost  of  the  World  War  to  America .  We  largely 
financed  the  World  War,  necessitating  inflation  for  years,  instead  of  deflation  as.  has 
been  so  severely  enforced  during  the  past  year. 

While  the  figures  show  an  apparent  increase  in  the  per  capita  circulation  in  the 
Inited  States  of  $19.07  over  the  circulation  of  1914,  it  does  not  mean  that  this  amount 
is  in  actual  circulation.  As  a  matter  of  fact,  deflation  in  the  currency,  contraction  in 
credit  resources,  and  loss  in  deposits  during  the  past  12  months  amounted  to  $37  per 
capita,  which  ^akes  the  available  financial  resources  of  the  people  at  this  time  far 
less  than  they  were  in  1914. 

91341— 22— VOL  3 43 
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FEDERAL  RESERVE  REDISCOUNT  INTEREST  RATES  HIGHEST  DURING  ADVERSITY  OF  TBI 

PEOPLE. 

The  following  interest  table  shows  the  rediscount  interest  rates  charged  bv  regional 
reserve  banks  from  the  time  the  system  began  operation  in  1915  to  1921 .  The  lowest 
rates  are  on  30-day  paper,  the  next  highest  on  60  to  90  day  paper,  and  the  highest  on 
4  to  6  months  agricultural  loans: 


30  days. 

60  to  90 
dajTS. 

4to6 
months. 

July  1- 

1915 

Per  cent. 

4 

H 

3 
4{ 
4 

Percmt. 

4 

6 

Percenl. 
h 

1916 

0 

1917 

5 

1918 /. 

^ 

1919 

1920 

7 

1921 

6i 

From  these  rediscount  figures  it  is  quite  evident  that  the  interest  rates  of  the  sys- 
tem are  lowest  during  periods  of  the  greatest  prosperity  in  business,  while  maximum 
and  usurious  rates  of  interest  were  charged  id  a  period  of  the  greatest  adversity  of 
the  people. 

As  an  evidence  of  the  application  of  unjust  and  usurious  rediscount  interest  rates 
to  the  largest  territory  of  the  cotton  belt,  the  regional  reserve  banks  at  Atlanta,  Dallai 
St.  Louis,  and  Kansas  City  were  directed  and  forced  by  the  Federal  Reserve  Board 
to  put  on  a  high  progressive  rediscount  interest  rate  running  from  16  to  25  per  cent 
and  higher,  wmch  was  not  applied  by  any  other  regional  reserve  banks  in  the  United 
States. 

REGIONAL  RESERVE   BANKS   MAKE   ENORMOUSLY  PROFrTEERING   INCOMES   WHILE  TBI 
PEOPLE   SUFFER  RUINOUS  LOSSES  FROM   DEFLATION  POLICY. 

It  is  reported  by  reliable  authorities  that  the  records  of  the  following  regional 
reserve  banks  show  the  net  earnings  stated  below  during  the  past  12  months:  Boston. 
120  per  cent;  New  York,  203  per  cent;  Philadelphia,  121  per  cent;  Cleveland,  110 
per  cent;  Richmond,  118  per  cent;  Atlanta,  151  per  cent;  Chicago,  178  per  cent; 
St.  Louis,  121  per  cent;  Minneapolis,  112  per  cent. 

Dallas,  Kansas  City,  and  San  Francisco,  likewise,  are  reported  as  earning  aboA^ 
100  per  cent. 

Wnile  farmers  were  told  to  sell  and  take  their  losses,  the  same  system  which  en- 
forced artificial  deflation  was  piling  up  illegal  and  unrighteous  profits.  Any  financial 
system  operating  under  the  laws  of  any  country  which  is  permitted  to  so  unright- 
eously take  advantage  of  the  suffering  needs  and  helplessness  of  the  people,  is  not 
justified  by  any  rule  of  right  in  modem  civilization. 

These  are  facta  which  can  not  be  distorted  by  general  denials  or  prophetic  advica 
on  the  part  of  bov.  Harding  to  sell  the  best  grades  of  cotton  and  pav  up  outstanding 
obligations.  Sell  to  whom?  The  cotton  crop  for  four  vears  had  been  combed  for 
the  better  grades.  The  big  crop  of  1920  was  in  the  ground  gro^ng  when  the  deflation 
policy  was  forced  upon  the  Nation,  and  could  not  be  sold  before  harvest.  Two- 
thirds  of  each  American  cotton  crop  must  be  exported  if  sold  at  all.  It  is  necesBsry 
to  insiure  the  expense  of  producing  a  crop  before  it  can  be  sold,  and  I  fully  realized 
that  any  curtailment  of  exports  by  a  policy  of  deflation  woula  paralyze  the  cotton 
industry  even  greater  than  any  other  line  of  agriculture.  I  fully  realized  that  such 
action  would  bring  wreck  and  ruin  to  all  lines  oi  agriculture,  and  it  was  for  this  reason 
that  I  used  every  effort  possible  to  ascertain  if  there  would  be  any  such  action  taken, 
and  it  was  only  upon  the  assurance  that  the  War  Finance  Corporation  would  function 
actively  and  there  would  be  no  policy  of  artificiaUy  enforced  deflation  that  the  full 
19?Jf  v,v>t*on  crop  was  planted.  David  F.  Houston,  the  then  Secretary  of  the  Treasur), 
."^pendeSN^e  War  Finance  Corporation  in  the  spring  of  1920,  with  the  distinct 
declaration  tfep^Jiis  action  was  taken  to  restrict  the  exports  of  American  taim  products 
so  as  to  force  dowiKtheir  market  value.  This  action  of  the  Treasurer  and  cnairmtn 
of  the  Federal  Resent  Board  laid  the  foundation  for  the  deflation  policy  for  restric- 
tions in  credits,  contraction  of  the  currency,  and  high  rediscount  interest  rates  which 
destroyed  confidence  in  buajiii^ss,  stagnated  markets,  created  a  nation  and  world-wide 
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;'  buyers 'panic,  *'  and  produced  a  loss  of  $8,000,000,000  in  farm  products  and  $17,000,000 
in  American  commerce  in  the  short  space  of  12  months. 

Had  our  requests  been  granted,  confidence  would  have  been  restored,  markets 
stimulated,  and  to-day,  instead  of  being  face  to  face  with  world-wide  financial  de- 
preasion  and  stagnated  markets,  all  of  which  has  been  caused  by  artificial  deflation, 
we  would  be  in  the  midst  of  business  activity,  prosperity,  and  contentment. 

Statements,  such  as  those  made  by  Gov.  Harding,  if  allowed  to  pass  unchallenged 
and  uncorrected,  would  practically  destroy  our  influence,  which  is  about  all  there 
is  now  left  from  the  ruinous  financial  policy  enforced  by  the  Federal  Reserve  Board 
upon  the  country  at  Isu^. 

In  conclusion,  we  might  quote  the  following  truism: 

"Who  steals  my  purse  steals  trash; 
But  he  that  filches  from  me  my  good  name 
Robe  me  of  that  which  not  enriches  him 
And  makes  me  poor  indeed." 

J.  S.  Wannamaker, 
President  American  Cotton  Association, 


Unanimous  Indictment  of  the  Policy  of  the  Federal  Reserve  Banking  System 
BY  the  People,  as  Primary  and  Continuing  Cause  of  Drastic  Deflation  in 
Values  op  Farm  Products,  Stagnation  of  Business,  and  if  Persisted  in 
Will  Bring  Bankruptcy  and  Ruin  to  Entire  Nation. 

President  Wannamaker,  of  the  American  Cotton  Association,  has  set  about  to  secure 
a  direct  verdict  from  the  people  regarding  the  primary  causes  which  have  produced  so 
fearful  a  cataclysm  in  the  drastic  deflation  of  values  of  farm  products,  stagnated  markets 
tnd  business,  restricted  credits,  and  paralyzed  the  agricultmal  and  commercial  life 
of  the  Nation. 

Thousands  of  questionnaires  on  the  situation  have  been  mailed  out  to  leading 
bankers,  farmers,  merchants,  business  and  professional  men  in  all  parts  of  the  country. 
Replies  to  the  questionnaire  are  now  pouring  in  to  the  headquarters  of  the  American 
Cotton  Association  by  the  hundreds,  all  giving  practically  the  same  opinions  and 
ur^ng  in  the  strongest  language  an  immediate  reversal  of  the  present  policies  of 
the  Federal  reserve  banking  system. 

Below  is  published  the  questionnaire  in  full,  giving  therein  replies  to  questions 
asked,  whicn  are  typical  of  99  per  cent  of  the  replies  received  to  date.  The  specific 
attention  of  readers  of  Cotton  News  is  called  to  the  questions  and  answers  given  as 
outlining  a  correct  census  of  the  general  views  of  the  people  in  their  analysis  of  exist- 
ing deplorable  conditions: 

questionnaire. 

Please  answer  the  following  inquiries  to  the  best  of  your  knowledge  and  make  such 
luggeetions  relative  to  the  causes  of  existing  conditions  in  agriculture,  especially  the 
raw  cotton  industry,  and  outline  in  your  judgment  the  necessary  Federal  aid  and 
legislation  required  to  relieve  the  present  depressing  financial  situation. 

1.  Q.  What  effect  has  the  present  policy  of  deflation  had  upon  agriculture  in  your 
State? — ^A.  It  has  been  disastrous,  aestroying  absolutely  the  purchasing  and  debt- 
paying  powers  of  the  farmers  and  tneir  allied  business  interests. 

2.  Q.  What  effect  will  it  have  if  continued? — ^A.  Absolute  paralysis,  bankruptcy, 
ind  ruin  for  the  agricultural  and  commercial  life  of  the  Nation. 

3.  Q.  Will  it  cause  decreased  production  on  account  of  lack  of  credits? — ^A.  Yes. 
Deflation  in  market  values  of  farm  products  far  below  the  cost  of  production  means 
w  enforced  deflation  in  the  production  of  crops  as  a  matter  of  self-defense  by  the 
farmers,  which  will  inevitably  result  in  heavily  penalizing  the  consumers  through 
the  pajmdent  of  higher  prices  aue  to  scarcity  of  supplies. 

4.  Q.  Will  the  cotton  growers  be  able  to  meet  their  obligations  and  conduct  their 
fanning  operations  free  of  debt  if  forced  to  sell  their  cotton  at  present  prices  in  your 
State? — A.  No.  If  forced  to  liquidate  indebtedness  at  present  low  prices  and  because 
of  no  credits,  farmers  will  be  so  bankrupt  they  can  not  produce  except  in  an  extremely 
limited  way. 

5.  Q.  Is  the  cotton  market  in  your  State  stagnated,  or  is  there  an  active  demand 
for  cotton  by  cotton  mills? — ^A.  Yes.  There  is  practically  no  demand  except  for  the 
best  grades  of  cotton,  and  prices  for  the  lower  grades  are  ruinous. 
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6.  Q.  State  and  county  taxes  due  bv  farmers  for  the  year  1920  are,  in  thoueands  of 
instances,  still  unpaid,  owing  to  inability  of  farmers  to  secure  credits  and  funds. 
Does  this  condition  exist  in  your  State? — ^A.  Yes.  Payments  extended  onlv  with 
penalties  and  if  farmers  are  forced  to  pay  at  present  paces  for  cotton,  it  will  cause 
more  foreclosures  of  sales  than  ever  before  recorded. 

7.  Q.  What  effect  has  deflation  had  upon  the  commercial  and  banking  activities 
of  your  State? — ^A.  Almost  ruined.  Universal  bankruptcy  will  follow  unless  preeenl 
situation  is  relieved  by  higher  prices  for  cotton  and  other  farm  products  so  as  to  restore 
the  debt-paying  power  of  the  people. 

8.  Q.  Do  you  favor  an  extension  of  present  loans  made  by  banks  to  farmers,  with 
cotton  as  collateral  security,  until  markets  improve  and  better  prices  prevail?— A. 
Yes;  in  justice  to  the  borrowers.  If  sales  are  forced  for  liouidation  it  means  certain 
inability  of  farmers  to  p&y  their  debts  to  bankers  and  mercnants. 

9.  Q.  Are  the  bankers  in  your  State  calling  cotton  loans?  If  so,  why? — ^A.  Only 
under  conditions  where  forced  by  the  persistent  demand  of  the  regional  reserve  bank. 
Our  bankers  have  been  extremely  liberal  in  carrying  loans  to  the  full  extent  of  their 
credit  and  resources. 

10.  Q.  Has  the  policy  of  deflation,  restricted  credits,  and  high  discoxmt  rates, 
caused  commercial  ana  agricultural  bankruptcy  to  an  increased  extent  in  your 
State,  and  will  it  cause  additional  failures  if  continued? — A.  Yes.  It  undoubtedly 
will  if  relief  from  existing  conditions  is  not  speedily  seciu*ed. 

11.  Q.  To  what  extent  has  the  purchasijjg  and  debt  paying  power  of  the  agricul- 
tural interests  of  your  State  been  decreased  in  the  past  12  months,  as  a  result  of 
deflation  in  the  price  of  cotton?— A.  An  average  of  75  per  cent.  It  will  take  yean 
of  hard  work  ana  ripd  economy  for  farmers  to  liquidate  their  indebtedness  caused 
by  low  prices  for  their  products  due  to  deflation. 

12.  Q.  Has  deflation  caused  the  bankers  of  your  State  losses  on  account  of  being 
forced  to  pay  high  rediscount  rates? — A.  Yes.  Impossible  to  i>ay  high  rediscount 
rates  without  chwging  usurious  rates  of  interest.  The  progressive  rediscount  rates 
and  constant  requirement  of  additional  collaterals  on  loans  to  protect  their  consumers' 
paper  has  been  a  fearful  burden  on  the  banks. 

13.  Q.  Are  the  bankers  of  your  State  likely  to  sustain  losses  on  cotton  loans  aa  a 
result  of  heavy  deflation  in  prices  of  cotton,  if  relief  to  present  market  conditions  it 
not  promptly  secured? — A.  Yes.  They  are  forced  to  cirry  frozen  loans,  including 
farm  mortgages,  life  insimince  policies,  and  other  nonliquid  securities  due  to  sta^ 
nated  markets  and  are  largely  forced  to  do  business  witnout  compensation  enou^ 
to  pay  operating  expenses  or  to  declare  dividends. 

14.  Q.  Are  the  bankers  of  your  State  carrying  cotton  loans  without  diflSculties, 
and  are  they  making  new  loans  to  farmers  as  usual  for  crop  productive  purposes?— 
A.  No.  Great  diflBiculty  being  experienced  on  account  continuous  deinand  regional 
resen'e  banks  to  demand  liquidation  of  cotton  loans.  Bankers'  credits  exhausted 
with  old  loans  and  impossible  to  make  new  loans  for  productive  purposes. 

15.  Q.  How  do  bank  loans  to  farmers  in  your  State  this  year  for  productive  pu^ 
poses  compare  with  prewar  loans  for  similar  purpdSes? — A.  No  compfljis(Hi.  No 
loans  being  made  except  in  an  extremely  limited  way  on  liquid  security.  Com- 
parative average  with  last  year  20  per  cent,  and  in  some  sections  not  over  2  per  cent 

16.  Q.  How  does  the  present  decrease  in  the  price  of  cotton  to  producers  compaie 
with  the  percentage  in  the  decrease  of  the  price  of  the  finished  fabrics  to  the  c<hi- 
sumers  in  your  State? — A.  Decrease  in  price  of  cotton  75  per  cent,  while  decrease  in 
manufactured  goods  onlv  about  15  per  cent. 

17.  Q.  What  effect  will  the  present  deflation  in  the  majrket  values  of  farm  producte 
in  your  State  have  upon  the  attendance  of  farm  students  iii  common  schools,  colleges, 
ana  universities,  as  compared  with  former  years? — A.  Will  greatly  reduce  common- 
school  attendance  due  to  inability  of  parents  to  properly  clothe  their  children  and 
the  enforced  requirements  for  labor  on  the  farm.  The  attendance  on  colleges  and 
uaiversities  will  be  reduced  fully  60  per  cent  due  to  the  financial  inability  of  parents 
to  meet  the  necessary  expenses  for  tuition,  board,  etc. 

18.  Q.  Are  you  in  favor  of  the  reversal  of  the  policy  of  the  Federal  reserve  bankinjr 
system  in  the  continued  enforcement  of  deflation  in  market  values  of  farm  producte?— 
A.  Yes.  Most  emphatically.  Said  policy  the  worst  of  the  ages  and  has  aheadv 
proluced  incalculable  damage  to  farmers  not  alone  in  the  cotton  States,  but  to  all 
agricultural  and  commerce  throughout  the  Nation. 

19.  Q.  Are  vou  in  favor  of  restrictions  of  credits  and  currency  and  continued  hip 
rediscount  rates  which  have  been  imposed  upon  the  country'T)y  the  Federal  reserre 
banking  svstem  to  enforce  deflation? — A.  No.  Its  continuence  means  total  dertruc- 
tiou  of  debt  paying  and  pu.»x?hasing  power  of  the  people  and  will  result  in  agricultural 
and  commercial  slavery  to  the  controlling  financial  powers  of  the  United  States. 
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20.  Q.  Do  you  favor  the  lowering  of  ii  e  redietount  rate  on  Libeitv  bonds  to  4  per 
ceat  per  annum  on  an  asseesed  valuation  of  80  pep  cent  of  the  face  valre  (»f  sut  h  bone's 
in  limited  loans?— A.  Yes.  The  distinct  undertanding  and  promiFe  by  the  Govern- 
ment when  Liberty  bonds  were  bought  was  that  they  would  I  e  carried  at  4  per  cent. 
Existing  fearful  conditions  have  forced  large  numl  ers  of  people  to  eacrif  f  e  tl  eir  toncfs 
to  pay  debts  and  shoulder  the  heavy  losses  on  same,  wl  ich  has  preduc  ed  bitter  resent- 
ment. 

21.  Q.  Do  you  favor  a  lowerirg  of  tie  present  rediscount  rate  to  4§  jer  cent  or  5 
per  cent  on  agricultural  and  commercial  paper? — A.  Yes.     It  is  utterly  impossible 

I  to  deflate  the  values  of  farm  products  with  an  inflated  interest  rate  without  destroyirg 
the  financial  status  of  the  producers.  Consider  policy  of  the  Federal  reserve  banking 
system  in  putting  on  an  artificial  deflation  of  prices  with  an  increasirg  high  redis- 
^unt  rate,  with  a  contraction  of  the  currency,  a  most  fatal  mistake. 

22.  Q.  Do  you  favor  the  immediate  enactment  of  Federal  legislation  and  aid  so  as 
w  to  relieve  the  present  financial  depression  in  the  cotton  belt  and  place  business 
haf  k  on  a  normal  basis,  through  restoration  of  confidence  in  the  banking  and  credit 
Mities  of  the  country? — A.  Yes.  A  prompt  reversal  of  the  policies  which  brought 
on  deflation  and  the  granting  of  liberal  credits  and  low  rediscount  rates  are  a  necessity 
to  prevent  a  calamity. 

28.  Q.  Do  you  favor  the  enactment  of  additional  legislation  by  Congress  to  enable 
the  War  Finance  Corporation  to  render  every  possible  aid  in  financing  exports  of 
cotton  and  other  raw  products  on  long  term  credits  during  existing  international 
tndmg  conditions? — A.  Yes.  It  is  vitally  necessary  to  export  surplus  raw  prcducts 
to  European  countries  where  needed  in  order  to  rehabilitate  our  stricken  and  stag- 
sated  markets,  meet  personal  obligations,  pay  the  war  debt,  and  reestablish  business 
on  a  normal  basis. 

2i.  Q.  Ox^'ing  to  the  enormous  gold  reserve,  the  Government  can  now  safely  ifsue 
two  billions  of  Federal  reserve  notes  and  therebv  increase  the  circulation  of  curiency 
»  drastic  ally  restricted,  within  the  past  >  ear.  I)o  you  favor  euch  a  policy  to  increaee 
<tedit8,  insj^ire  confidence, and  rehabilitate  business?  If  so,  to  what  extent?— A.  Yes. 
To  the  limit  of  safety  and  legal  requirements.  The  people  of  this  country  should  not 
le sacrificed  on  a  cross  of  gold,  which  will  be  the  result  of  accumulating  an  enormous 
fold  reserve  without  utilizing  it  in  furnishing  ample  credits  and  ciurency  to  the  agri- 
tQitural  and  commercial  requirements  of  the  whole  Nation. 

•tMMARIES  BY  A  FEW  OP  THE  HUNDBSDS  OP  CORRESPONDENTS  WHO  HAVE  PILI.ED  OUT 
THE   QUESTIONNAIRES   OP   WHICH  THE  ABOVE   IS  TYPICAL. 

The  replies  to  the  above-stated  inquiries  are  more  fully  emphasized  in  the  syinpoeium 
^  the  correspondent's  remarks  as  printed  below.  Each  and  every  questionnaire 
J^ived  gives  emphatic  indorsement  of  the  necessity  for  the  granting  of  a  rediscount 
^^  by  the  Federal  reserve  banking  system  of  4i  per  cent  on  all  agricultural  and  com- 
mercial paper;  the  grsmting  of  more  liberal  creciits;  the  extension  of  loans  on  agri- 
oiltural  paper  based  upon  farm  products  in  storage  until  markets  are  reestablished: 
*od  the  issue  of  currency  against  the  present  heavy  gold  reserve  to  the  limit  of  legal 
*fpty.  These  facts  show  the  general  trend  of  thought  all  over  the  country  on  this 
important  matter  and  absolutely  indorses  the  attitude  of  the  American  Cotton  Asso- 
ciation in  its  hard  and  persistent  efforts  to  secure  the  right  kind  of  financial  n^Iicf  for 
tho  Ptricken  farmers  of  the  cotton  belt  and  other  sections  of  the  country.  Deflation 
*n  market  \'alue8  means  heavy  deflation  in  production  aa  a  matter  of  self-preservation 
to  the  producers.  Tying  up  the  money  of  the  country  in  a  large  financial  center  by 
wceadve  borrowing  of  the  surplus  in  local  banks  in  the  South  and  other  sections  bv 
^3*tem  banks,  as  happended  last  year,  the  restrictions  of  credit  and  currency  with 
^precedented  high  interest  rediscount  rates  which  has  characterized  the  policy  of 
^  Federal  reserve  system  for  the  past  12  months,  have  brought  about  a  cataclj-sm 
of  wreck  and  ruin  which  has  well-nigh  bankrupted  the  country  while  turning  hun- 
^^^  of  millions  of  profits  into  the  cold-blooded  coffers  of  the  large  financial  centers 
ot  America. 

The  following  symposium  of  summaries  of  replies  to  the  quest ioimaires  are  printed 
"^cause  of  the  views  they  express  on  the  pending  situation,  but  the  names  of  the 
authors  are  withheld  due  to  the  fact  that  the  information  is  given  in  a  pen«)nal  way 
'ithout  authority  to  make  public  the  names  of  the  writers,  who  are  prominent  men 
w  affairs  in  all  sections  of  the  cotton  belt : 

A  prominent  and  successful  farmer:  "Of  course  I  have  answered  the  foregoing 
^juestions  based  upon  my  observation  in  the  territory  where  I  reside  an(l  from  informa- 
tion an  gathered  fi-om  various  ones  from  other  sectiorus  of  the  State  with  whom  I've 
<^ynversed,  and  from  newspaper  reports,  and  as  for  my  opinion.  I  feel  that  our  Govern- 
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ment  in  some  way  is  the  cause  of  existing  conditions,  which  if  allowed  to  continue  very 
much  longer  will  bankrupt  the  entire  South — at  least  that  portion  growing  cotton. 
We  were  told  by  those  supposedly  in  authority  in  the  b^inning  of  1920  to  plant  all 
the  cotton  we  could,  the  world  would  need  all  we  could  raise  to  clothe  it;  raise  all 
the  foodstuff  we  could,  the  world  was  hungry.  In  other  words,  'Go  to  it.  boys.'  We 
had  been  doing  for  several  years  what  the  Government  wanted  ub  to  as  best  we 
could,  so  *we  went  to  it'  to  do  out  best;  paid  the  very  highest  thing  that  went  into 
the  making  of  the  crop.  The  Government  should  now  help  up,  in  some  way,  pric^ 
for  the  crop  of  1920  which  was  made,  as  we  thought,  by  their  commands;  and  as  soon 
aa  any  of  our  products  were  ready  for  the  market  we  found  that  we  were  being  offered 
a  price  below  the  cost  of  production — prices  dropping  lower  and  lower  every  day  until 
they  now  spell  ruination." 

Wholesale  merchant  and  banker:  "If  the  Federal  Reserve  Board  would  announce 
that  the  Federal  reserve  banks  in  the  cotton  district  would  put  at  the  disposal  of  the 
cotton  grower  not  less  than  a  hundred  million  dollars  money  could  be  loaned  throu^ 
the  member  banks  carrying  a  rediscount  rate  to  member  banks  of  4§  per  cent,  said 
loan  to  be  independent  of  the  line  of  credit  the  member  banks  have  witn  the  regional 
bank;  confidence  would  at  once  be  restored  and  the  wheels  of  commerce  would  b^in 
to  revolve  again.  Confidence,  to  a  large  extent,  fixes  the  price  of  commodities; 
destroy  confidence  and  you  destroy  commodity  values  and  the  wheels  of  commerce 
,  cease  to  revolve  as  soon  as  that  is  done.  It  will  be  necessary  also  to  assure  membe.' 
banks  that  all  cotton  paper  will  be  renewed  during  1921.  A  certain  group  experts 
considerable  liquidation  during  the  month  of  July.  That  is  the  thing  tnat  is  keeping 
the  price  of  cotton  down  now.  The  letters  that  are  being  sent  out  by  the  FederaJ 
Reserve  Board  that  the  amount  referred  to  above  is  at  the  disposal  of  the  cott<>D 
grower  and  that  the  cotton  paper  in  existence  now  will  be  renewed  this  year,  many 
bears  would  become  bulls  in  the  cotton  market." 

Prominent  State  official  of  the  Southwest:  "A  permanent  T^eague  of  Nations  to 
prevent  wars;  the  reduction  of  na\'ie8  and  standing  armies;  reduction  of  tariff  taxes 
in  order  to  expand  our  trade;  cutting  out  half  the  activities  of  the  Federal  Govern- 
ment and  gi\'ing  the  States  a  chance  to  attend  to  their  own  business,  will  do  more 
to  revive  business  than  all  other  laws  that  Congress  might  pass." 

A  large  farmer:  ''This  is  the  first  time  in  a  deflating  period  that  farm  products  or 
raw  materials  fell  in  price  first,  showing  that  the  Federal  Reserve  Board,  to  bring 
about  this  drastic  deflation,  struck  agriculture  a  death  blow,  and  the  whole  economic 
structure  fell  on  top  of  it.  In  my  humble  judgment,  the  only  possible  way  to  restore 
conditions,  is  to  restore  agricultural  credit,  so  that  the  producer  can  sell  his  products 
at  some  profit.  Hence,  I  favor  the  plan  as  outlined  in  your  questionnaire.  You 
can  not  exaggerate  the  terrible  condition  now  existing  in  tms  country.  Tell  Senators 
and  Congressmen  that  if  they  don't  get  something  done,  that  their  people  will  lose 
their  homes  and  everything  else." 

Farmer  and  banker :  ' '  The  only  hope  that  we  have  is  that  we  can  get  a  further  reduc- 
tion of  20  per  cent  on  1922  cotton  crop  and  August  is  the  month  to  start  a  South  wide 
fight  for  the  planting  of  foodstuff  and  cover  crops  for  1922.  The  surplus  cotton  must 
be  eliminated  and  can  be  by  the  planting  of  sufficient  foodstuff  for  man  and  beast.'' 

Large  firmer:  "Cotton  is  so  far  below  tne  production  that  unless  something  is  done 
to  relieve  the  situation,  every  farmer,  business  man  and  banker  will  be  bankrupt 
inside  of  10  months. " 

Prominent  leader  farm  organization  work  Southwest:  **The  War  Finance  Corpora- 
tion should  be  permitted  to  extend  credits  to  exporters  for  long  period,  or  reorganize 
the  War  Risk  Bureau  so  the  exporter  could  secure  the  proper  insurance  against  political 
outbreaks  for  overthrow  of  governments.  Of  course  they  should  pay  for  same.  This 
would  protect  the  exporter,  enable  him  with  safety  to  extend  credits;  move  our 
surplus  products;  put  foreign  mills  in  operation,  thereby  building  up  the  world's 
commercial  structure.  We  must  learn  that  we  will  have  to  finance  our  products  lo 
all  markets  of  the  world. " 

Cotton  planter  and  banker:  "I  do  not  believe  the  present  Federal  reeerv'e  bank, 
officials  will  allow  any  measure  to  effect  relief  a  bit  more  than  Houston  allowed  the 
War  Finance  Corporation  to  function.  I  believe  they  should,  one  and  all  be  removed 
from  office  without  delay.  If  this  were  done  we  would  need  no  legislation.  We  have 
plenty  of  laws  with  necessary  authority  if  we  had  men  who  had  nerve  and  willingneaato 
act.  I  believe  the  famine  to  follow  is  ine^dtable  and  it  should  be  named  for  the  twomen 
most  responsible.  I  have  combatted  8  hours  a  day  on  farm,  but  now  I  am  in  -favor 
of  it.  I  have  always  been  for  big  production,  now  I  am  for  more  time  to  fish,  hunt, 
and  other  social  functions  and  less  crops — ^no  use  to  raise  more  crops  than  can  be 
financed  if  there  is  only  enough  money  to  finance  50  per  cent  of  crops.  Let's  cut  the 
crop  to  suit  the  cash .    Personally ,  I  am  tired  of  making  big  crops  to  feed  and  clothe  the 
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world  and  go  ragged  and  see  my  neighbors  raise  ignorant  children  that  others  may 
have 'plenty.' 

Prominent  banker:  "The  Federal  Reserve  Board  should  loosen  up  on  contraction 
and  b^n  at  once  to  extend  credit  for  the  salvation  of  this  country.  They  now  have 
all  the  machinery  necessary  in  their  charge  to  give  the  desired  relief  demanded  b^ 
the  world.  This  should  be  and  will  be  the  most  prosperous  country  in  the  world  if 
credit  is  extended  as  it  should  be.  The  water  has  been  cut  off;  the  fish  are  dying; 
they  can't  lon^  survive;  they  must  have  water  to  live.  Such  is  the  condition  of  the 
people,  financially — they  must  have  credit  again  if  they  ever  expect  to  pay  what 
they  honestly  owe.    Nothing  else  will  do  it. " 

ft^minent  official  in  Southern  State:  ''Question  2.  It  must  be  remembered  that 
the  'purchasing  and  debt-paying  power*  of  any  business  depends  on  profits.  If  no 
profits  are  made  debts  can  not  be  made  and  purchases  can  oe  made  only  by  going 
deeper  into  debt.  So,  I  would  say  that,  broadly  speaking,  all  debt- paying  and  pur- 
chasing power  has  been  taken  away  from  the  farmer. 

"Question  20.  Very  emphatically  no.  The  Government  has  no  moral  right  to 
sell  bonds  under  an  appeal  to  patriotism  and  then  discount  them  20  per  cent  at  its 
own  banks — or  any  otner  per  cant.  The  rediscount  rate  should  be  0  per  cent  on  a 
valuation  of  100  per  cent. 

Large  planter  and  merchant:  "Would  suggest  that  we  be  given  lower  freight  rates 
on  all  bulky  agricultural  products,  whose  selling  price  will  not  stand  high  prices. 
Foreign  debts  should  be  collected  over  a  long  perioa  and  not  enforced  at  once.  Gov- 
ernment should  guarantee  at  least  payment  of  50  per  cent  on  all  commodity  exports." 

Prominent  merchant:  "  Unnece88ar\''  profiteering  of  middlemen,  including  specula- 
tion, gambling,  holding  Federal  land  banks  in  litigation.  The  unreasonable  rise  in 
railroad  rates.  Let  the  Government  stop  speculation,  gambling,  stop  men  from  selling 
that  that  does  not  exist.  Remedies:  Stop  the  deflation  bv  Federal  reserve  banks 
which  has  cost  this  country  $25,000,000,000  to  $40,000,000,000  in  destruction  of  values 
in  18  months.  Force  a  fair  valuation  of  railroads  of  $13,500,000,000  instead  of  letting 
tiiem  declare  dividends  on  $18,500,000,000  or  $5,000,000,000  of  pure  water.  Teach 
some  of  these  cut-throat  speculators  that  there  is  a  hell  and  that  it  is  not  quarantined." 

Large  cotton  planter:  I  think  a  great  part  of  the  trouble  was  caused  by  persistent 
propaganda  sent  out  from  Wadiington  as  to  the  necessity  of  lowering  prices  on  raw 
materials:  by  the  failure  of  the  War  Finance  Corporation  to  function  and  numerous 
statements  issuing  from  the  Federal  Reserve  Board  as  to  condition  in  agricultural 
districts  which  they  failed  to  substantiate." 

Farmer  in  Middle  West:  "The  Nation,  like  a  sick  man,  suffers  from  a  complication 
of  ills.  The  various  doctors  in  their  diagnosis,  may  lay  special  stress  on  this  or  that 
particular  symptom,  each  may  be  in  a  measure  right.  The  one  thing  now  necessary 
IS  the  inspiration  of  confidence  in  the  doctor.  This  will  be  brought  about  by  the 
evidence  of  some  measures  of  relief.  No  sane  person  will  expect  a  miraculous  re- 
covery, but  the  administration  of  relief  so  that  the  indications  of  returning  healthy 
conditions,  will  tend  to  a  renewal  of  general  confidence:  (1>  Stop  the  downward  trend 
of  farm  losses  and  values  (loss  of  blood).  Stop  gambling  in  farm  products.  Assure 
producers  of  the  ability  to  secure  loans  on  their  products,  which  will  permit  them  to 
market  in  an  orderly  way  instead  of  being  forcea  to  dump  at  harvest  time  in  order  to 
meet  maturing  obligations.  Abolish  the  necessity  of  short  time  credits  for  farmers, 
or  make  productive  paper  renewable  on  only  slight  increase  of  interest  rate,  and  make 
the  payment  of  long  time  paper  attractive  by  liberal  discounts.  (2)  Make  the  securing 
of  farm  loans  for  the  preservation  of  the  homestead  and  necessary  development  and 
improvement  much  more  liberal,  and  at  rates  which  will  curb  the  profiteering  of  the 
private  loan  organizations.  More  power  to  the  Federal  Farm  Loan  and  practically 
unlimited  resources  should  be  placed  at  their  command  by  Government  subsidy  ana 
liberal  legislation.  The  resource  of  the  Federal  reserve  banks  should  be  placed  be- 
hind the  Federal  farm  loan  and  rural  credits  organizations." 

Prominent  cotton  merchant  and  factor:  "The  President,  the  Secretary  of  the  Treas- 
ury, the  Secretajy  of  Commerce,  and  the  managing  director  of  the  War  Finance  Corpora- 
tion are  all  desirous  of  relieving  the  situation,  and  so  f^  have  done  all  they  could. 
If  the  rediscout  rate  is  lowered,  and  banks  will  eaf^e  up  on  their  demands  for  liquida- 
tion of  cotton  loans,  which  they  can  be  induced  to  do  if  the  Federal  Reserve  Board 
will  carry  out  the  wishe?  of  the  Federal  oflicials  named  above,  it  will  help  the  farmer 
to  hdd  on  to  what  cotton  he  has  left  of  his  old  crop  and  reap  the  benefit  of  whate\er 
lmpi9vement  in  prices  results  from  the  new  supply  and  demand  situation  created  by 
the  curtailment  of  the  1921  crop.  Congress  should  authorize  the  War  Finance  Board 
or  some  other  agency  of  the  Government  to  create  a  political  and  credit  risk  bureau 
80  as  to  enable  the  foreign  banking  corporations  organized  under  the  Edge  law  to 
function.    Until  such  a  bureau  is  formed  exporters  can  not  avail  of  these  corporations 
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to  any  material  extent.  If  Congress  can  do  something  that  will  imp^o^  e  the  conditicn 
of  foreign  exchange,  it  will  go  a  long  way  toward  stabilizing  the  cotton  industry, 
which  has  learned  some  hard  lessons  in  the  past  few  years,  and  now  can  meet  the  ordi- 
narj'  difficulties  which  formerly  made  it  the  easy  game  of  piratical  maiauders." 

Aferchant  and  farmer:  ''Generally,  I  believe  in  more  business  in  Go^emment  and 
less  Government  interference  with  business,  but  now  that  the  Government  has  ruined 
80  many  businesses  and  paralyzed  so  many  others  by  its  deflation  and  dictati\  e  pol- 
icies, I  do  not  think  it  ought  to  de  what  it  can  to  restore  confidence  and  get  the  wheels 
turning  again  by  action  along  lines  suggested  by  answers  to  questions.  It  seems  to 
me  morally  wrong  as  well  as  economically  imwise  to  make  agriculture,  for  instance, 
try  to  pay  with  three  pounds  and  bushels  our  part  of  the  war  debt  (as  compared  with 
a  pound  and  a  bushel  when  the  debt  was  contracted'),  and  at  the  same  time  to  so 
hamper  it  as  regards  credit  as  to  make  production  well  nigh  impossible.** 

Prominent  official  southeastern  section  cotton  belt:  **In  my  opinion,  if  Congrees 
would  make  and  ratify  some  peace  treaty  bafed  upon  the  armistice  and  therebv 
establish  mutual  trade  relations  with  the  countries  of  central  Europe  so  as  to  rehabili- 
tate the  value  of  their  medium  of  currency  in  relation  to  trade  values,  and  so  as  to 
bring  the  rates  of  exchange  between  the  countries  to  some  point  nearer  par;  that  we 
would  immediately  see  a  resumption  of  buying  in  American  raw  products  and  a  re- 
vival of  imports  from  them  to  us.  It  costs  these  people  too  much  in  their  monev  to 
buy  our  cotton  and  they  realize  too  small  an  amount  for  the  potash  and  other  things 
shipped  to  us  on  account  of  the  depreciation  of  their  currency  or  money  values.  In 
other  words,  we  are  pla3dng  the  role  of  master  and  servant  with  these  countries." 

Prominent  busitiess  man,  Mississippi  section:  '*  In  my  opinion  the  Federal  reaen-e 
hanks  should  utilize  all  of  their  facilities  consistent  with  prudent  banking  methods 
to  restore  confidence  and  give  their  assistance  in  every  possible  manner  in  placing 
all  lines  of  legitimate  business  on  a  normal  basis. 

'*In  answering  the  questions  propounded  in  the  foregoing  questionnaire  my  answers 
are  prompted  by  conditions  wnicn  have  obtained  for  the  past  15  months  and  now 
prevail  in  the  Memphis  district  proper,  and  firmly  believe  that  unless  foreign  busi- 
ness relations  can  be  establishea  to  prewar  propcjrtions,  in  order  that  there  will  be 
an  outlet  for  our  surplus  agricultural  and  inaustrial  products,  it  will  be  useless  and 
suicidal  on  the  part  of  the  southern  farmer  to  grow  more  cotton  than  is  actually  needed 
to  fill  restricted  requirements.  This  would  mean  virtually  the  elimination  of  the 
cotton  crop  for  the  next  two  years,  or  until  the  present  supply  and  the  yield  from  the 
coming  crop  can  be  exhausted.'* 

Planter  and  merchant:  **I  think  the  greatest  relief  will  come  from  the  lowering  of 
the  rediscrount  rate  by  the  Federal  Reserv^e  Board  to  4i  per  cent  or  5  per  cent.  I 
think  the  War  Finance  Corporation  can  greatly  relieve  tne  situation  by  extending 
long-time  credits  to  foreign  countries  that  want  our  raw  material.  I  think  the  Govern- 
ment could  safely  issue  Federal  reserve  notes  to  increase  the  circulation  of  currency, 
thereby  increasing  credits  and  stimulating  business." 

Larsre  farmer  and  merchant:  '*I  have  believed  that  the  motive  power  that  has 
caused  deflation  is  organized  capital.  The  purpose  as  expressed  in  the  Hazzard  cir- 
cular, when  similar  plan  was  devised  in  1864,  is  'capital  control  of  labor,'  which  mu;^ 
he  accomplished  by  control  of  the  volume  of  currency.  We  all  thought  the  Federal 
reserve  8\-stem  a  system  that  would  insure  an  elastic  currency  to  meet  the  business 
demand  of  the  country,  and  that  was  undoubtedly  the  intention  of  the  framers,  but 
the  administration  seems  to  be  like  a  prohibition  act  administered  by  blind  tiger?. 
Last  year,  at  Montgomer>^,  when  Dr.  Todd  spoke  of  the  price  of  cotton,  I  observed 
that  he  could  not  suppress  a  feeling  of  exultation.  I  now  feel  that  he  was  fully  posted 
as  to  the  plans  that  nad  been  put  into  operation.  The  monev  of  the  country  was,  in 
my  opinion,  very  largely  borrowed  to  withdraw  it  from  circulation.  The  suspension 
of  the  War  Finance  Corporation  and  raising  of  discount  rates  by  the  Federal  Resene 
Board  was  assistant.  In  my  opinion,  the  quickest  way  to  get  relief  would  be  for 
Congress  at  once  to  pay  out  to  the  soldiers  a  cash  bonus  of  about  $1,500,000,000.  Of 
course  this  will  be  opposed  by  all  interested  in  contraction.  If  Congress  is  anxious 
to  give  relief  to  the  country,  I  think  it  can  best  be  accomplished  in  this  way.** 

Prominent  cotton  grower  extreme  western  belt:  '*Our  situation  here  is  really 
more  desperate  than  can  be  told  on  paper.  We  can  only  hope  that  the  eternal  jus- 
tice will  prevail  and  that  the  producers  will  be  enabled  to  get  profit  sufficient  to  pro- 
vide for  the  education  of  their  family.  At  the  present  moment  his  situation  is'*^pe- 
less.  There  is  not  a  single  article  that  he  can  produce  that  will  give  him  any  f^ofit 
Thousands  of  the  farmers  have  placed  mortgages  on  their  homes  to  procure  funds  to 
use  in  producing  their  1921  c?rop,  and  owe  other  debts  that  will  require  two  or  three 
years  in  which  to  pay,  and  unless  they  have  the  opportunity  to  get  a  reasonable 
profit  they  are  hopelessly  banknipt.    Many  have  already  abandoned  their  homes. 
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As  fu-  as  Arizona  is  conceraed  you  certainly  can  not  make  the  deplorable  condition 
of  the  tomere  too  strong.  We  are  particularly  interested  in  procuring  a  tariff  of  20 
cents  a  pound  on  Egyptian  cotton  that  is  imported  into  the  United  States.  This  of 
course  will  affect  only  the  Salt  River  Valley  and  the  Mississippi  Delta.  The  new 
tariff  schedule  provides  a  25  per  cent  duty  on  imported  tire  fabrics  as  most  of  our 
cotton  is  used  in  the  manufacture  of  automobile  tires.  This  has  very  direct  bearing 
upon  our  interest.  We  simply  can  not  continue  to  produce  staple  cotton  if  we  are 
forced  to  come  in  direct  competition  with  the  low  standards  of  living  prevailing  in 
Egypt.  If  we  fail  to  secure  this  duty  it  means  a  loss  to  our  community  of  $10,000,00d 
on  the  cotton  now  on  hand  and  the  1921  crop. " 

South  Atlantic  State  farmer:  "Confidence  must  be  restored  the  world  over  and  the 
world  must  go  to  work  and  ^rn  something  so  they  can  buy  and  consume.  Demand 
for  all  commodities  and  products  must  be  brought  about  before  we  can  expect  pros- 
perity. Lack  of  confidence  and  inability  to  buy  *and  consume  must  be  removed . 
Not  a  bale  of  cotton  produced  this  year  should  go  on  the  market  at  a  price  under  20 
cents,  and  we  shoula-  let  the  world*  know  at  once  that  we  will  next  year  plant  only 
50  per  cent  of  acreage  planted  this  year.  That  will  do  more  for  us  than  Governments 
can  do  except  in  the  matter  of  providing  credits  for  carrying  cotton  until  it  brings  a 
reasonable  price. " 

Merchant  and  banker:  "I  was  in  favor  of  some  deflation,  but  I  think  it  should  have 
been  done  graduallv.  Cotton  prices  have  already  been  deflated  much  lower  than 
they  shoula  be,  an^  must  be  increased  at  once  to  save  the  South.  Goods  we  buy 
have  not  been  decreased  in  prices  in  proportion,  and  they  should  be  deflated  grad- 
ually. " 

A  prominent  national  official:  "The  Federal  reserve  system  is  a  great  piece  of  con- 
structive financial  l^islation.  It  constitutes  the  mission  of  a  most  valuable  servant 
to  the  banking  interests  and  the  people  so  long  as  it  adheres  to  the  purpose  for  which 
it  was  created,  that  is,  to  supply  an  elastic  currency  and  credits  to  meet  the  l^itimate 
financial  requirements  of  commerce,  business,  and  agriculture.  As  a  master,  how- 
ever, it  is  a  failiu'e.  What  good  will  it  do  to  boast  that  we  have  prevented  a  panic, 
that  we  have  a  great  reservoir  full  of  unused  water,  while  an  unchecked  fire  is  al- 
lowed to  destroy  the  city?  It  should  grant  a  rediscount  rate  not  exceeding  4  per 
cent  on  Liberty  bonds,  ii  per  cent  on  agricultural  and  commercial  paper;  agricul- 
tural loans  should  be  renewed  until  confidence  is  fullv  restored,  markets  reestab- 
lished and  liberal  credits  should  also  be  extended.  Tne  policy  of  contracting  the 
currency  should  be  reversed.  This  is  certainly  justified  by  the  present  enormous 
gold  reserve  and  existing  conditions.  Relief  could  be  speedily  secured  by  the  adop- 
tion of  such  a  policy  on  the  part  of  the  Federal  Reserve  Board. 

"As  an  excuse  of  the  policy  of  deflation,  restriction  of  credits,  and  high  interest 
rate  adopted  by  the  federal  reserve,  they  constantly  refer  us  to  the  condition  in 
Cuba  and  Japan.  Why  not  refer  to  conditions  that  existed  here  before  they  put  on 
this  destructive  deflation  poUcy,  which  was  largely  responsible  for  conditions  in  the 
countries  referred  to?  In  fact,  the  policy  of  the  Federal  reserve  has  affected  financial 
conditions  worldwide.  It  has  absolutely  destroyed  confidence,  and  had  it  not  been 
for  the  policy  of  the  Federal  reserve  I  am  confident  that  prosperity  which  had  existed 
for  18  months  after  the  cessition  of  hostilities  would  have  continued  and  we  would 
hive  been  in  prosperity  to-day.  Whv  inoculate  your  wife  wtih  small }X)x  when 
she  is  in  good  health?  For  fear  she  might  contract  the  dreaded  disease  when  she  is  in 
a  half-sick  condition. 

"The  Federal  Reserve  Board  as  com]X)8ed  is  impracticable,  to  say  the  least.  The 
law  provides  for  a  representative  for  agriculture  and  the  other  main  groups.  However, 
I  fail  to  find  such  representatives.  They  have  experts  from  a  theoretical  standpoint — 
plenty  of  theory — but  we  need  some  common  horse  sense.  The  constant  statements 
issued  from  Washington  concerning  high  prices  made  evervbody  want  to  sell  and 
nobody  want  to  buy.  It  created  a  buyers'  panic.  I  failt  to  find  any  provision  in  the 
Federal  reserve  act  giving  the  board  authority  to  intermeddle  with  pnces.  Yet  these 
constant  statements  from  day  to  day  have  constantly  forced  down  the  price  of 
American  products  and* created  a  typical  buyers'  panic." 

Prominent  attorney  and  large  delta  planter:  'The  Federal  Reserve  Board  viewed 
with  alarm  the  lack  of  self-restraint  on  the  appetites  exen  ised  by  its  patients,  business 
and  agriculture,  and  last  spring  decided  it  was  necessary  to  put  th^se  patients  on  a 
limited  diet  and  also  to  let  considerable  blood  by  cutting  arteries  i  nd  appl>'ing  leeches 
to  prevent  apoplexv.  This  treatment,  when  it  commenced  ha\'ing  effect,  so  alarmed 
the  patients  that  they  became  panic  stricken  and  took  the  sleeping  sickness.  The 
time  to  permit  a  full  diet  and  to  sew  up  the  arteries  has  long  since  passed.  The  patient 
is  weak  and  needs  nourishment.  The  blood  letting  should  be  stopped,  the  arteries 
sewed  up,  and  the  leeches  removed.    A  rediscount  rate  of  not  exceeding  4  per  cent 
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on  Liberty  bonds,  4J  per  cent  on  agricultural  and  commercial  paper,  renewal  of 
agricultural  loans  until  the  sick  patient  can  regain  health,  more  liberal  nourishment 
through  the  extension  of  needed  credits  from  the  great  supply  of  gold  which  has 
been  accumulate^,  should  be  promptly  given.  There  is  no  danger  of  apoplexy,  but 
great  danger  of  death  from  weakness  produced  by  this  treatment.  The  patient  needs 
nourishment,  diet,  and  finances  to  enable  him  to  regain  his  health,  overcome  his 
fright,  and  restore  his  strength  so  he  can  perform  his  duties.  The  accumulation  of » 
great  supply  of  the  finest  nourishment  will  not  restore  his  confidence  or  strength; 
medicine  will  do  him  no  good,  and  he  can  not  spare  the  loss  of  more  blood.  Let 
him  have  liberal  diets  of  credits  and  make  the  bill  very  low.  He  can  not  afford  to 
pay  high  prices  in  his  weakened  condition.  He  can  not  use  the  diet  so  it  will  restore 
confidence  and  bring  benefits  if  he  is  haunted  with  the  fact  that  he  must  pay  a  big 
bill.  Lower  the  interest  rate  for  the  credits  so  as  to  enable  him  to  pay  for  the  treatment 
administered  and  regain  lost  ground. 

"An  ounce  of  common  sense  will  convince  anyone  that  it  will  require  years  to  pay 
the  fearful  debts  which  have  been  unjustly  forced  upon  the  farnvers  and  allied  buriiwi 
interests  as  a  result  of  artificial  deflation.  In  fact,  these  debts  will  have  to  be  passed 
on  to  our  children.  In  justice  to  ourselves  our  children,  and  to  the  people  whom  we 
owe,  we  must  arrange  drastic  deflation  in  production  so  as  to  counteract  drastic  defla- 
tion in  prices,  and  bring  us  a  price  for  cotton  and  other  farm  products  that  will  enable 
us  to  pay  the  fearful  losses  which  have  been  forced  upon  us  by  deflation  in  prices. 
I  urge  that  a  systematic  campaign  for  reduction  in  cotton  acreage  for  the  next  fi^e 
consecutive  years  be  arranged  without  delay;  an  immediate  campaign  be  started  to 
increase  feed  and  food  crops  this  fall,  so  as  to  utilize  the  lands  that  must  be  reduced 
in  carrying  forward  this  campaign,  which  lands  are  now  planted  in  cotton.  Keep 
this  in  mind:  We  must  not  only  keep  production  down  to  the  acreage  planted  this 
year  in  cotton,  but  still  further  drastically  reduce.  It  is  the  only  possible  method 
we  can  pursue  that  will  enable  us  to  avoid  bankruptcy  and  finally  discharge  the 
debts  which  we  incurred  for  the  production  of  the  1920  crop,  the  price  of  whidi  was 
deflated  before  we  could  sell  said  crop.  The  Bible  says,  'A  man  who  fails  to  provide 
for  his  own  household  is  worse  than  an  infidel, '  so  if  we  fail  to  reduce  acreage  for 
consecutive  years  (the  smallest  period  of  time  in  which  it  will  be  possible  to  pay  the 
enormous  debts  which  were  incurred  from  the  1920  crop),  so  as  to  provide  for  oit 
household,  we  are  worse  than  infidels — we  are  fools  and  we  will  be  bankrupt.  Self- 
preservation  is  the  first  law  of  nature.  Let  deflation  in  production  for  the  next  five 
years  be  our  motto.  Prepare  binding  contracts  to  be  signed  by  the  farmers,  get  the 
bankers,  merchants,  and  cotton  factors,  the  extension  forces,  all  to  join  in  the  cam- 
paign. Not  a  bit  of  credit  should  be  extended  to  any  man  who  fails  to  deflate  his 
production.  This  is  his  duty,  both  in  justice  to  his  family,  himself^  his  nei^bors, 
and  to  those  whom  he  owes.  Let  our  slogan  be  a  million  bale  reduction  each  consec- 
utive year  for  the  next  five  years.  In  1922  we  must  produce  1,000,000  bales  leae 
then  we  produced  in  1921. " 

PRESSING  FEDERAL  ADMINISTRATION — CONGRESS  AND  THE  FEDERAL  RESERVE 
BOARD  FOR  REVERSAL  OF  PRESENT  POUCIE8  RESERVE  SYSTEM  AND  THE  IN8TITC- 
TION   OP  PROMPT  AND   EFFECTIVE    MEASURES   FOR   RELIEF. 

President  Wannamaker,  witli  the  unanimous  sentiment  of  the  farming,  general 
banking,  and  business  interests  of  the  agricultural  sections  of  the  countXT  behind 
him,  is  now  pressing  forward  to  the  fullest  extent  of  his  power  and  the  influence  of 
the  American  C'otton  Association  to  secure  prompt  and  speedy  reUef  for  this  imparal- 
leled  crucial  situation. 

Following  the  widespread  and  unanimous  replies  to  the  above-published  question- 
naire, letters  ha\e  been  sent  by  President  Wannam.aker  to  the  President  and  his 
Cabinet,  the  governor  of  the  Fecieral  Reserve  Board,  the  Comptroller  of  the  Currency, 
all  Senators  and  Congressmen  of  the  Southern  and  Western  States,  and  thousands  of 
bankers,  merchants,  and  farmers,  urging  their  prompt  and  united  influence  in  behalf 
of  the  following  proposed  plan: 

PROPOSED  PLAN. 

"The  simplest  method  of  giving  the  required  relief  would  be  through  the  Federal 
reserve  banks  in  the  shape  of  rediscounts  of  paper  secured  by  cotton,  and  I  think,  U 
possible,  this  privily  should  be  given  to  banks  in  the  cotton  States,  whether  the>' 
are  members  of  the  Federal  reserve  system  or  not;  but  it  should  be  distinctly  imder- 
stood  that  these  rediscounts  are  not  to  have  any  bearing  upon  the  ordinary  accommo- 
<iation  granted  by  such  Federal  reserve  banks  to  member  banks  of  the  system— 
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somewhat  in  line  with  rediecounte  gnmted  on  Liberty-loan  bonds,  which,  you  will 
remember,  were  not  counted  against  the  credit  of  the  borrower,  or  of  the  bank  redis- 
coimting,  diuring  the  time  these  bonds  were  being  sold.  In  my  judgment  (and  I 
find,  as  outlined,  that  it  meets  the  unanimous  approval  of  the  judgment  of  the  lead- 
ine  bankers,  merchants,  business  men  and  farmers  in  various  sections  of  the  cotton 
belt),  if  it  was  announced  that  the  Federal  reserve  banks  were  prepared  to  loan 
$100,000,000  to  the  banks  of  the  cotton  States,  upon  customers'  paper  secured  by 
warehouse  receipts  for  cotton  properly  insured,  at  say  80  per  cent  of  its  market  value, 
or  upon  cotton  manufactuurers '  acceptance  of  drafts  against  shipment  of  cotton  for 
consumption  in  their  mills,  then  confidence,  srd  vith  it  lifinetK,  \\cild  be  rcptcred 
to  a  very  large  extent.  All  such  paper  should  run  from  30  to  90  days  and  should  be 
renewable  during  the  year  1921 ,  or  until  markets  are  opened  and  confidence  is  restored ; 
these  loans  to  be  made  on  the  basis  of  80  per  cent  of  the  market  value  of  cotton,  which 
would  offer  a  security  equally  as  valuable  as  Liberty  loan  bonds." 

If  the  Federal  reserve  could  be  induced  to  grant  this  accommodation,  as  outlined 
above,  their  offer  to  grant  loans  of  $100,000,000  would  at  once  restore  confidence  and 
establish  a  firm  market  upon  a  better  basis  than  now  exists.  It  would  bring  great 
benefits,  not  alone  to  the  farmers,  but  to  the  bankers,  merchants,  manufacturers, 
and,  in  fact,  to  every  line  of  business  in  the  South,  and  be  of  great  benefit  to  the 
business  of  the  entire  Nation. 

"I  do  not  believe  that  25  per  cent  of  the  amount  offered  would  be  taken,  because 
it  would  be  found  unnecessary.  I  wish  to  emphasize  again  that  it  would  have  to  be 
made  clear  that  these  loans  would  be  special  and  would  not  be  counted  in  the  original 
accommodation  granted  by  the  Federal  reserve  banks  to  its  member  banks,  linless 
this  was  done  it  would  prove  of  no  benefit,  as  the  eouthem  banks  are  eo  tied  up  with 
loans  carried  over  from  last  fall  and  \i inter  that  they  are  unable  to  function  in  tbtir 
usual  manner  and  to  make  loans  for  current  business  out  of  their  present  rcfcources. 
Of  course,  if  the  loans  were  made  by  the  Federal  reserve  banks  of  tne  southern  terri- 
tory, these  banks  would  have  to  rediscount  with  the  other  Federal  reserve  banks,  but 
the  whole  system  is  in  excellent  shape  to  do  this  at  the  present  time.  They  could 
easily  extend  many  times  this  amount  of  credits  and  still  have  a  gold  reserve  far  in 
excess  of  the  legal  requirement." 

If  the  above  plan  is  given  immediate  favorable  consideration  and  adopted  without 
delay,  the  present  debacle  in  business  stagnation  will  be  overcome  and  the  country 
saved  from  the  pending  doom  of  otherwise  unpreven table  bankruptcy.  The  Federal 
reserve  banking  system  is  the  financial  machinery  of  the  Government,  and  its  acts 
must  reflect  the  sentiment  of  those  in  control  of  the  Government  over  the  destinies  of 
the  people  of  this  Nation.  The  CTOvernment  has  financed  foreign  countries  to  the 
extent  of  $10,000,000,000  for  war  and  destructive  puriK)8es.  Interest  on  these  enor- 
mous loans  has  been  running  for  several  years  without  payment.  This  Government 
refuses  to  demand  pavment  of  either  interest  or  any  part  of  the  principal  of  these 
foreign  loans.  With  tne  magnanimity  of  a  Croesus  tne  American  Government  holds 
out  an  open  hand  of  extreme  liberality  and  concession  to  foreign  governments,  while 
at  the  same  time  using  the  unlimited  power  of  its  financial  machinery  and  control  over 
the  credits  and  currency  of  this  Nation  to  blast  and  wither  the  hopes,  aspirations,  and 
progressive  development  of  the  primary  wealth  producers  of  this  Kepuhlic. 

'file  farmers  are  unable  to  obtain  credits  for  operating  purposes,  nor  have  they  a 
market  in  which  to  sell  their  products,  but  they  are  gradually  bein?  forced  by  tiie 
Federal  reserve  system  to  liquidate  their  loans,  even  at  the  sacrifice  of  a  lifetime 
accumulation  of  a  home  and  property.  The  foreign  governments  can  withhold  the 
payments  of  their  obligations  to  America  and  use  that  money  to  buy  American  raw 
products  far  below  the  cost  of  production  and  to  extend  their  trade  and  rehabilitate 
their  industries. 

What  has  become  of  the  American  tradition,  *' A  Government  for  the  people,  by  the 
people,  of  the  people?"  Every  red-blooded  American,  and  especially  those  of  the 
South,  should  deluge  the  President  and  the  high  officials  of  his  Cabinet  and  adminis- 
tration, the  Senators  and  Congressmen,  with  strong  and  forceful  letters  urging  relief 
from  this  continued  demanding  of  a  "pound  of  flesh  "  by  the  Federal  reserve  banking 
svstem.  The  causes  of  deflation  and  tne  deplorable  condition  of  the  people  as  a  result 
thereof  is  no  longer  a  mystery  to  be  chargeable  to  the  results  of  war.  The  people  now 
know  what  brought  about  the  horrible  e^il8  with  which  they  are  afllicted,  and  if  their 
Government  be.  responsible,  they  should  rise  up  in  their  might  and  exercise  the  free- 
bom  rights  of  American  manhood  and  demand  a  fair  and  square  deal  at  the  hands  of 
the  Government  which  exists  only  at  their  behest  and  consent. 
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EXPORTS    OP   AMERICAN   COTTON. 

The  study  of  the  exports  of  raw  cotton  from  the  United  States  for  the  past  few 
yeirs  makes  some  interesting  reading  during  the  present  critical  situation  of  the 
cotton  industry. 

The  following  taken  from  the  reports  of  the  United  States  Census  Department 
gives  the  exports  of  American  cotton  each  vear  since  1912: 

Bales. 

1920 6,598,347 

1919 5,663,920 

1918 ^ 4,476,124 

1917 5,739,009 

1916 : 6,  191,110 

1915 8,544,563 

1914 8,914.8:^9 

1912 • 10,681.758 

These  figures  are  interesting  as  a  study  of  the  heavy  falling  off  of  exports  since  the 
World  War  was  declared  in  1914  and  up  to  the  present  time.  Fortunately  for  the 
South  the  crops  of  American  cotton  produced  during  the  period  of  191 5-19 i9,  inclu- 
sive, were  short,  owing  to  adverse  climatic  conditions,  scan'ity  of  labor,  etc. 

It  will  be  noted  that  the  first  sharp  drop  in  cotton  exports  occurred  in  the  year 
1916,  with  a  shortage  of  four  and  a  half  million  bales,  as  compared  with  exports  in 
1912.  In  1918  the  loss  was  two  and  a  half  times  below  those  of  1912.  The  eituatioD 
began  to  improve  in  1919  and  was  getting  materially  better  in  1920  when  the  worW 
financial  crisis  came  on  and  practically  put  a  stoppage  to  the  wheels  of  industry  and 
especially  cotton  consumption. 

In  the  meantime,  while  underconsumption  has  been  so  conspicuous  for  the  past 
few  years,  the  surplus  of  American  cotton  has  been  accumulating,  espe^'ially  the 
lower  grade?,  because  of  the  closed  markets  in  central  European  countries.  If  all 
the  world  cotton  spindles  could  have  been  in  constant  operation  and  the  real  need? 
of  cotton  clothing  supplied  there  would  to-dav  be  a  shortage  of  raw  cotton  instead 
of  a  surplus.  This  is  clearly  evident  from  the  fact  there  has  been  a  lossage  in  Amer- 
ican exports,  due  to  underconsumption  since  1914  to  the  close  of  1920, of  28,644,394 
bales,  as  compared  with  the  exports  of  1912.  Even  on  the  reduced  export  basis  of 
8,900,000  bales  in  1914  there  has  been  a  total  lossage  in  foreign  underconsumption  of 
16.275,961  bales  for  the  years  1915  to  1920,  inclusive.  This  would  have  wiped  out 
the  entire  siu-plus  heretofore  carried  over  each  year  and  absorbed  every  bale  of  the 
large  crop  produced  in  1920.  With  such  demand,  pri(  es  for  the  raw  produc  t  would 
have  been  correspondingly  good. 

These  facts  show  that,  based  on  the  world's  present  spindle  capacity,  without 
adding  another  new  spindle  or  loom,  that  there  has  been  no  overproduction  of  Amer- 
ican cotton.  The  trouble  is  found  in  underconsumption  during  the  past  few  >eart? 
through  the  stoppage  of  millions  of  foreign  spindles,  or  their  operation  on  short  time, 
due  to  war  and  the  economic  situation  which  has  developed  as  a  result  of  the  war. 
the  contraction  of  credits,  and  restriction  of  exports  by  governmental  agencies. 

The  Relationship  of  Supplies  to  Consumption  for  the  next  Twelve  Moxths — 
Analysis  op  the  Raw  Cotton  Situation. 

The  1920-21  cotton  year  passed  into  history  on  August  1 .  It  has  been  a  year  of 
unparalleled  financial  suffering  to  the  growers  and  which  recorded  a  cataclj-sm  in 
practically  all  kinds  of  business,  especially  in  tlie  South  and  West,  never' before 
experienced  in  the  annals  of  the  American  Republic.  The  costly  debacle  in  the 
inflation  of  prices  of  staple  farm  products,  the  stagnation  of  m.arkets  and  loss  of  con- 
fidence in  business  is  chargeable  bv  leading  authorities  to  the  policy  of  the  Federal 
Reserve  Board  in  the  restriction  of  credits,  contraction  of  the  currency,  and  exces- 
sivelv  high  rediscount  rates  of  interest.  It  is  reported  that  the  Federal  reserve  banks 
and  large  banks  in  financial  centers  have  made  enormous  dividends,  while  farmers 
and  the  business  industries  of  the  whole  country  have  suffered  the  tremendous  ioeses 
aggregating  $25,000,000,000,  or  more  than  the  total  cost  of  the  World  War  to  this 
country.  Comptroller  of  the  Currency,  Hon.  D.  R.  (Mssinger,  presented  a  profound 
m.axim  of  truth  when  he  recently  stated  in  an  address  before  Ohio  bankers  that: 

'•I  can  not  too  emphatically  say  that  I  do  not  believe  deflation  in  currency  and 
credits  can  go  hand  in  hand  with  a  regime  of  high  interest  rates,  without  imposing 
great  and  dangerous  hardships  upon  the  people.  If  that  be  financial  heresy  or  eco- 
nomic treason,  make  the  most  of  it." 
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The  above  jstafement  on  the  part  of  the  Comptroller  of  the  Currency  was  a  direct 
and  specific  indictment  of  the  policy  of  the  Federal  Reserve  Board  last  year  and  from 
which  the  people  have  suffered  untold  agony  in  financial  depression.  Any  man,  or 
set  of  men,  who  are  so  heartless  as  to  deliberately,  and  with  malice  aforethou^t, 
plunge  a  nation  into  such  gloom  and  distress  as  has  happened  in  this  country  during 
the  past  12  months,  should  not  be  allowed  to  hold  positions  of  authority  in  Uie  man- 
agement of  the  financial  machinery  of  this  Government. 

WHAT  18  THE  PRESENT  RELATIONSHIP  OP  SUPPLIES   AND  DEMAND? 

Secretary  Henry  G.  Heater,  statistician  for  the  New  Orleans  Cotton  Exchange, 
estimatea  tliat  the  total  carry-over  of  American  cotton  throughout  the  world  on  August 
1  to  be  8,200,000  bales.  The  United  States  Bureau  of  markets  estimates  the  stocks 
of  American  cotton  on  hand  in  this  country  August  1  to  be  7,429,536  bales.  The  fore- 
cast of  production  by  the  United  States  (*rop  Reporting  Board  from  the  1921  crop 
on  August  1  was  estimated  at  8,200,000.  The  total  consumption  df  American  cotton 
for  the  past  12  months  has  been  estimated  at  10,500,000  bales.  Summarizing  these 
estimates,  based  on  supplies  and  consumption,  the  following  situation  is  presented: 

Bales. 

World  supply  American  cotton  Aug.  1 8, 200, 000 

Estimated  production  1921  crop 8, 200, 000 

Total  supplies  next  12  months 16, 400, 000 

Total  consumption  American  cotton  last  12  months 10,  500, 000 

Indicated  surplus  Aug.  1, 1922 5,900,000 

The  very  large  estimated  surplus  of  cotton  on  August  1  is  fortunately  minimized 
by  the  forecast  of  the  smallest  production  in  1921  for  the  past  25  years.  The  heavy 
reduction  in  cotton  acreage  this  year  and  poor  condition  of  the  growing  crop  are  the 
only  two  factors  which  prevent  the  price  of  spot  cotton  falling  to  5  cents  per  pound, 
basis  middling.  There  are  margins  for  corrections  in  each  one  of  the  items  emoraced 
in  the  summary.  In  the  estimated  August  1  surplus  of  8,200,000,  it  may  safely  be 
assumed  that  the  24  per  cent  of  untenderable  cotton  found  in  the  census  recount  of 
nearly  4,000,000  bales  in  June  should  apply  with  an  equal  degree  of  accuracy  to  the 
total  supplies  of  stocks  held  in  this  country  August  1,  estimated  at  7,429,536  bales. 
Deducting  24  per  cent  of  this  amount  as  untenderable,  or  sb-called  unspinnable 
cotton,  there  is  found  a  net  carry  over  of  good  tenderable  cotton  of  5,646,448  bales. 
At  the  present  monthly  increase  in  consumption  of  American  cotton,  it  is  possible  the 
world  consumption  of  American  cotton  during  the  next  12  months  will  reach  12,000,000 
bales.  It  is  also  an  established  fact  that  heavy  losses  in  the  fruitage  of  the  1921  crop 
is  taking  place  all  over  the  belt  from  adverse  climatic  conditions,  small  use  of  fertilizers, 
and  unprecedented  damage  by  the  Mexican  boll  weevil.  These  damages  will  doulit- 
leas  reduce  the  crop  to  7,500,000  bales  for  1921.  Summarizing  these  figures,  we  would 
have  the  following  forecast  for  the  next  12  months: 

Bales. 

Supply  spinnable  cotton  Aug.  1 5, 646, 448 

Estimated  production  1921  crop 7, 500, 000 

Total  available  supplies,  12  months 13, 146, 448 

Total  estimated  consumption,  12  months 12, 000, 000 

Estimated  surplus  Aug.  1,  1922 1, 146, 448 

This  situation  is  not  only  possible  from  the  standpoint  of  existing  conditions,  but 
it  is  highly  probable.  The  crop  is  more  likely  to  lose  heavily  in  fruitage  from  now  on 
than  to  gain.  The  law  should  provide  for  counting  and  classifying  the  grades  of  tender- 
able  cotton  in  the  surplus  on  August  1  each  year,  and  all  untenderable  grades  should  be 
counted  in  a  separate  class  as  linters  are.  The  growers  are  entitled  to  this  information 
as  the  total  number  of  all  the  bales  is  used  as  a  depressing  price  factor  unfairly  by  the 
speculators,  the  cotton  trade,  and  the  spinners. 
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WHAT  SHALL  BE  THE  POLICY  OP  MARKETING    BY  THE  GROWERS  DURING  THE     NEXT  1* 
MONTHS   IN   ORDER  TO   MAINTAIN   A    MARKET  AT   PAIR  AND   REASONABLE    PRICES? 

Orderly  mirketin^,  as  CDn^truei  by  succeirful  bu^ines?  and  financial  economistF, 
is  the  marketing  of  a  product  to  meet  the  legitimate  needs  for  the  commodity  at  euch 
prices  as  will  piy  the  seller's  C33t  of  production,  plu=?  a  fair  and  reasonable  profit. 
This  fundamental  principle  in  all  lines  of  bu^ine^^  is  recognized  as  le^l,  fair,  ana  jyt. 
The  serious  difficulty  with  the  cotton  growers  in  conforming  to  these  sound  economic 
methods  in  marketing  is  due  to  the  abnormil  excess  of  supplies  over  the  requirem?nt' 
for  legitimate  consumption  and  their  totally  unorganized  and  noncx)perative  method* 
of  selling  cotton,  and  fu:ther  accantuitei  at  this  t'm?  bv  thei"  ext-em^  financial 
weakness,  due  to  ai  outrxge>us  dellitim  of  pri  :es  f  )r  cotton  in  the  list  12  months. 

However,  the  resent  action  of  the  Federal  reserve  banks,  as  a  result  of  the  hird  and 
paraistent  efforts  of  the  American  Cotton  Associition,  now  insure  ample  credits  for 
farmers  who  wish  to  hold  their  cotton  and  mirket  the  staple  slowly  in  an  orderly 
manner.  This  action  on  the  part  of  the  regional  reserve  banks  should  be  utilized  to 
the  fullest  extent  by  the  growers  through  their  local  banks,  and  the  supplies  of  cotton 
now  in  their  hands,  and  which  will  be  harvested  this  fall,  should  be  distributed  on 
the  markets  only  as  the  legitimate  trade  will  absorb  the  staple  at  fair  and  reasonable 
prices.  The  periodical  dumping  of  the  crop  on  the  market  during  a  few  months, 
which  has  so  uneconomically  chiracterized  the  past  years,  will  be  fatal  to  prices  for 
the  staple  under  existing  conditions. 

Congress  is  also  providino;  a  bill  which  will  enable  the  War  Finance  Corporation  to 
handle  credit  exports  to  the  extent  of  12,000,000,000.  This  will  stimulate  foreigD 
demand  and  prove  of  incalculable  value  in  the  rapid  rehabilitation  of  the  exports  of 
American  cotton.  This  is  one  time  when  the  growers  should  hold  a  stiff  u^per  lip. 
put  their  cotton  on  the  market  slowly  each  month  and  use  the  financial  facilities  of 
the  Federal  reserve  banking  system  to  the  limit.  They  are  fully  entitled  to  the  fullest 
liberality  of  the  financial  machinery  of  the  Government,  and  now  that  this  liberaUt>- 
in  rediscounts  of  loans  protected  by  cotton  warehouse  receipts,  has  been  promised  by 
all  the  regional  reserv^e  banks  in  the  cotton  belt,  it  should  be  utilized  to  the  fullest 
extent. 

It  can  be  sifely  announced  that  the  autocratic  deflation  poHcy  of  the  Federal 
Reserve  Board  had  been  reversed  by  the  almost  unanimous  condemnation  of  the 
people,  and  with  the  gradual  restoration  of  confidence  in  business,  normal  conditions 
will  be  reasserted.  Farmers  may  contend  that  they  are  heavily  involved  in  debt  and 
that  their  cotton  should  be  sold  at  prevailing  prices,  even  at  continued  losses.  Credi- 
tors and  debtors  alike  should  cooperate  at  tnis  time,  as  obligations  can  be  met  more 
promptly  and  fully  by  gradual  sale  of  the  crop  and  the  graaual  liquidation  of  debt* 
than  by  a  dumping  process  which  will  only  tend  to  maintain  a  stagnated  market  at  the 
lowest  level  of  values. 

In  the  meantime,  preparations  must  be  made  this  fall  to  sow  down  a  large  acreage 
in  small  grain  so  as  to  be  in  position  to  put  into  effect  a  more  drastic  deflation  in  cotton 
production  for  1922  than  was  the  case  in  1921.  The  guaranty  of  not  exceeding  half 
a  crop  next  year  is  the  only  possible  hope  for  the  growers  to  get  on  their  feet  again  and 
allow  world-wide  underconsumption  to  overtake  production.  Any  other  course  will 
prove  suicidal  and  guaranty  ultimate  bankruptcy  for  the  entire  cotton  belt  for  years 
to  come.  Study  the  plan  of  the  American  Cotton  Association  published  in  Cotton 
News,  August  1,  for  a  four-year  sensible  system  of  crop  rotation  and  drastic  deflation 
in  cotton  production. 

Reporting  Untenderable  Grades  of  Cotton  Each  Year  by  the  Government. 

It  is  unfortunate  that  the  official  reports  issued  by  the  Government  on  the  cotton 
industry,  from  time  to  time  are  not  so  perfected  that  the  growers  and  cotton  trade 
generally  may  not  have  a  better  understanding  of  the  facts  regarding  all  phases  of  the 
industry.  TV  e  have  two  separate  and  distinct  statistical  departments  at  Washington 
issuing  reports  on  cotton.  One  is  regarded  as  more  or  less  speculative,  while  the  other 
claims  to  deal  only  in  facts.  The  speculative  department  is  known  a  the  Crop  Re- 
porting Bureau  of  the  United  States  Department  of  Agriculture,  and  the  department 
said  to  deal  in  facts  is  the  United  States  ('ensiis  Bureau.  The  C^op  Reporting  Bureau 
issues  monthly  reports  on  the  growing  condition  of  the  cotton  crop  from  May  to  October, 
makes  an  annual  report  July  1  estimating  the  acreage  planted  in  cotton,  and  an  annual 
forecast  of  the  year's  production  of  cotton  about  December  10. 

All  of  these  reports  are  more  or  less  speculative  because  they  are  based  upon  the 
opinions  of  thousands  of  correspondents,  whose  opinions  are  in  turn  tabulated  and  then 
weighed  against  the  opinions  and  experiences  of  the  Crop  Reporting  Board,  and  the 
average  result  given  out  to  the  public.     Long  years  of  experience  in  tabulating  theee 
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reports  have  given  the  boird  comparatively  safe  methods  to  work  on  and  the  reporta 
are  considered  fairly  accurate,  more  so  than  similar  reports  gathered  and  issued  by 
private  firms  or  persons.  Consequently,  they  are  redded  as  of  value  by  the  entire 
cotton  trade,  and  more  or  less  affect  public  sentiment  in  regulating  the  price  of  cotton, 
because  the  price  of  spot  cotton  is  not  affected  by  the  legitimate  laws  of  supply  and 
demand,  but  by  sentimental  speculation. 

The  Census  Bureau  gathers  the  ginning  reports  and  at  the  end  of  the  season  gives  out 
6he  total  crop  ginned.  It  also  gathers  the  amount  of  cotton  consumed  monthly  in 
domestic  mills;  gathers  indefinite  data  on  stocks  of  cotton  in  this  countr^r  and  foreign 
countries.  This  method  of  procedure  enables  the  Census  Bureau  to  give  out  data 
regarding  supplies  and  consumption  of  cotton  throughout  the  world  based  upon  the 
b^t  sources  of  information  it  can  obtain. 

TEKDBRABLB   AND  UNTEKDERABLB  COTTON   ON   EXCHANGE   CONTRACTS. 

A  bale  of  cotton  which  is  of  too  low  grade  to  be  tenderable  under  the  present  Federal  i 
cotton  futures  act  is  not  regarded  as  a  commercial  bale  to  be  sold  and  used^for  spinning 
purposes  for  clothing.  All  grades  of  cotton,  including  linters,  are  spinnahle,  but 
untenderable  cotton  is  regarded  in  our  markets  as  unspinnable  cotton,  and  is  not 
quoted  in  the  futures  markets  which  regulate  the  price  of  spot  cotton  in  the  interior. 

The  Census  Bureau  in  its  reports  differentiates  linters  from  the  ordinary  gin  bales, 
but  has  not  heretofore  undertalcen  to  classify  the  tenderble  and  untenderable  grades 
of  cotton  consolidated  in  the  aggregate  amount  of  cotton  ginned  during  the  season. 
The  growers  and  the  world  cotton  trade  are  thus  lead  to  believe  that  the  total  of  the- 
Census  Bureau  report  indicates  cotton  that  is  commercial,  tenderable  and  spinnable. 

The  supplies  of  American  cotton  each  year  are  determined  by  the  amount  of  cotton 
bales  ginned  and  not  by  the  character  and  type  of  the  grades  in  the  crop .  The  Ameri- 
can Cotton  Association  insisted  that  an  effort  be  made  tnis  year  to  ascertain  the  amount 
of  unspinnable  or  untenderable  cotton  counted  in  the  supplies  and  the  Census  bureau 
undertook  to  gather  the  information  in  May.  A  full  recount  of  the  stocks  and  grades 
in  this  country  could  not  be  secured  because  of  the  absence  of  specific  Federal  authority 
and  the  indifferent  methods  of  grading  cotton,  but  it  was  shown  that  in  nearly  4,000,000 
bales  stored,  24  per  cent  was  estimated  to  be  untenderable  cotton,  or  nearly  1,000,000 
bales.  If  the  cotton  could  have  been  properly  graded  and  reported  we  are  satisfied 
that  the  untenderable  grades  would  have  shown  a  larger  percentage.  It  may  be  safely 
assumed  that  the  untenderable  grades  now  held  in  the  United  States  will  easily 
reach  2,000,000  bales  of  the  whole.  This  2,000,000  bales  serves  as  a  leverage  to  bolster 
up  supplies  of  spinnable  cotton  and  to  hammer  down  prices  because  of  that  fact.  Un- 
tenderable giades  should  be  eliminated  from  the  supplies  of  good  spinnable  cotton, 
the  same  as  linters. 

THERE  SHOULD  BE  THREE  CLASSES  OP  COTTON  IN  ANNUAL  REPORTS. 

The  annual  reports  of  the  Census  Bureau  on  the  cotton  crop  should  be  divided  up  - 
into  three  separate  and  distinct  elates,  namelv: 

First.  Total  number  bales  of  tenderable  grades. 

Second.  Total  number  bales  of  untenderable  grades. 

Third.  Total  number  of  linters. 

With  this  information  based  upon  official  investigation  and  report,  the  cotton  trade 
and  the  spinners  would  have  an  accurate  knowledge  as  to  the  amount  of  commercial 
or  good  spinnable  cotton  held  in  stocks  or  carried  over  at  the  end  of  each  cotton  year. 
It  IS  not  oy  any  means  a  difficult  undertaking  to  gather  and  assemble  this  information. 
The  Director  of  the  Census  Bureau  admits  that  it  can  be  done  if  the  proper  authority 
is  given  and  the  necessary  appropriation  made  by  Congress.  A  box  of  Government 
standard  grades  should  be  placed  in  each  public  ginnery.  The  cotton  bales  should  be 
sjunpled,  graded,  and  the  grade  marked  on  each  sample  or  bale  after  comparing  same 
with  the  Government  standards.  If  a  grade  drops  below  the  standard  grade  that  is 
untenderable,  such  sample  or  bale  should  be  marked  "untenderable,"  and  recorded 
on  the  gin  records.  If  the  semimonthly  reports  of  ginning  could  be  made  out  showing 
the  number  of  tmtenderable  grades,  this  woTild  give  the  Census  Bureau  correct  data 
on  the  matter  before  the  cotton  reaches  the  warehoi^e.  Every  bale  of  cotton  that 
reaches  a  warehouse  for  storage  or  sale,  the  receipt  issued  to  the  owner  of  same,  should 
show  the  grade  according  to  the  Government  standard,  and  if  the  grade  falls  below  the 
tenderable  grades,  the  receipts  should  specify  **  untenderable  on  the  warehouse 
records  so  that  such  information  would  be  promptly  available  to  the  Census  Bureau. 
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TOO  LITTLE  ATTENTION  GIVEN  TO  COTTON  IN  PRIMARY  MARKET8. 

Tlnre  is  too  much  indifference  and  inattention  paid  to  the  marketing  end  of  cottm 
so  long  as  it  remains  in  the  hands  of  the  farmers.  Expert  business  methods  are  not 
arrplied  to  th?  handling  of  the  staple  un*il  it  pa'^ps  from  the  control  of  the  orowers. 
Th?  firmer  is  as  much  entitled  to  know  th^  tru?  grade  of  his  cotton  in  advance  of 
o  Terin?  the  staple  for  sale  as  th3  buyers.  The  bankers  should  know  the  grade  and 
staple  of  th^  lint  which  is  nut  up  as  collateral  to  seciure  loans. 

The  Governm?nt  should  ascertain  and  report  on  the  tenderable  grades  in  the  sup- 
plies of  American  cotton  ea^^h  year,  so  that  the  entire  industry  will  know  just  eTtactly 
what  the  available  supplies  of  raw  cotton  for  good  spinuable  purposes  are.  Cotton 
will  never  brine:  its  true  value  to  the  growers  until  these  economic  matters  are  straight- 
ened out  and  the  proper  ]Drot€ction  given  to  the  growers  in  the  sale  of  the  staple.  The 
power  of  the  speculators  to  control  the  markets  for  spot  cotton  will  never  be  curtailed 
or  abridged  until  more  definite  factfl  regarding  the  supplies  of  tenderable  cotton  are 
ascertained  and  promulgated  by  the  Government.  The  legitimate  laws  of  supply 
and  demand  ^ill  never  function  in  the  primary  markets  of  this  country  until  cotton 
U  orderly  sold  by  the  growers  through  a  longer  period  of  time  and  the  fatal  policy  of 
dumping  the  staple  on  a  congested  market  during  the  harvesting  period  is  checked. 
The  cotton  growers  will  never  realize  for  themselves  a  profitable  price  for  cotton  imtil 
after  the  present  primitive  and  wasteful  practices  so  notoriously  bad  in  the  matters  of 
ginning,  oaling,  warehousing,  financing,  and  marketing  at  interior  pointe  are  obliter- 
ated and  modern  economic  and  efficient  methods  are  emplojred.  Cooperative  effort 
is  the  first  essential  to  success.  Nothing  can  be  done  by  each  individual  pursuing  the 
even  tenor  of  his  way.  A  farmer  acting  alone  in  the  primary  markets  ia  easy  money 
to  those  who  first  get  their  hands  on  liis  staple.  When  farmers  come  together  for  the 
proper  solution  of  their  marketing  difficulties  and  post  themselves  upon  t^e  real 
e  :onomic  business  of  selling,  they  will  be  astounded  at  the  helpless  position  thev  have 
been  in  all  these  years  and  begin  at  once  to  right  these  trade  wrongp  from  which  they 
have  been  such  fearful  sufferers. 

Th?re  are  innumerable  economic  \VTon^  to  be  righted.  Leadership  through  the 
medium  of  a  stxong  and  forceful  organization  is  imperative  for  success.  This  leader- 
ship has  been  found  in  the  American  Cotton  Association,  and  it  will  rightly  solve  theee 
proolems  for  the  growers  and  their  allied  business  interests  if  the  proper  support  ia 
given  to  its  maintenance.  With  strong  and  forcefid  cooperative  marketing  aasocia- 
tions  in  each  State  and  the  work  of  the  American  CottoiwAssociation  in  full  harmony 
and  fighting  for  economic  reform  in  every  department  of  the  raw-cotton  industr>^ 
there  can  be  no  question  but  that  hundreds  of  millions  of  dollars  wijl  be  saved  to  the 
growers  in  the  futiu'^  and  the  industry  revolutionized  along  modem  biisiness  and 
profitable  lines. 

PLAN  NO.   1. 

(1)  Three-fourths  of  all  open  lands  to  be  devoted  to  food  and  feed  crops  and  to 
pasturage  for  live  stock. 

(2)  One-fourth  of  the  cultivated  land  to  be  planted  in  cotton,  well  f^lilized  and 
worked,  so  as  to  produce  the  best  yield  imder  the  most  economic  conditions  of  labor 
and  other  expenses. 

(3)  Encourage  the  rapid  organization  of  State- wide  cooperative  miurketing  aseo- 
ciations  for  handling  cotton  and  other  farm  products. 

(4)  Adopt  economic  reforms  and  efficiency  in  the  future  baling,  warehousing, 
financing  and  marketing  of  the  cotton  crop,  upon  the  most  approved  and  advantageous 
modem  methods  of  orderly  marketing. 

(5)  Induce  every  cotton  farm  in  the  South  to  become,  first  of  all,  self -sustaining 
and  30  control  the  production  and  sale  of  cotton  as  to  force  the  consuming  world  to  pay 
the  growers  a  profit  on  the  production  of  each  and  every  bale  of  the  staple. 

PLAN  NO.  2. 

Petition  the  governors  of  the  States  of  North  Carolina,  South  Carolina,  Georgia, 
Alabama,  Mississippi,  Louisiana,  Arkansas,  Oklahoma,  Tennessee,  and  Texas,  to 
at  once  call  into  special  session  the  general  assemblies  of  their  respective  States,  to 
enact  a  law  prohibiting  the  planting  of  any  cotton  in  any  of  the  States  named  in 

1922,  such  laws  to  be  enforced  under  the  broad  police  powers  of  the  States,  for  the 
purpose  of  destroying  the  cotton  boll  weevil  and  the  pink  bollworm,  the  former 
insect  having  spread  over  77  per  cent  of  the  entire  cotton  belt  of  the  United  States. 
B  ich  laws  to  be  effective  in  each  State  named  from  January  1,  1922,  to  January  1, 

1923,  provided  each  and  all  of  the  cotton  States  named  in  the  petition  shall  pass  a 
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similar  law.  The  cotton  farmers  of  the  small  prodiicinj^  States  of  Virginia.  Florida, 
and  Miasoiiri  will  be  appealed  to  to  unite  with  tJio  larger  cotton  States  in  cutting 
cotton  out  for  1922. 

Mr.  Wannamaker.  The  following  day  letter  was  sent  to  the  chair- 
man of  this  commission  by  me  under  date  of  August  8,  1921  [reading] : 

St.  Matthews,  S.  0.,  Augusts,  199.1. 
Won.  Sidney  Anderson, 

Chairman  Joint  Commission  of  Agriadtural  Inquiry, 

Wmhirigton,  D.  C. 
Newspapers  carry  statement  that  Gov.  Harding  testified  before  Agricultural  Oom- 
miaaion  that  I  requested  Federal  Reserve  Board  to  rediscount  cotton  paper  for  32  cents 

F?T  pound  when  middling  cotton  was  selling  for  28  cents  per  pound  in  New  York. 
lea-'e  advise  if  such  statement  was  made  by  Gov  Harding.  No  such  request  was 
ever  made  bv  me.  Removal  of  War  Finance  Corporation  after  farmers  had  incurred 
large  proportion  expense  of  producing  lf)20  crop,  thus  remo\dng  possibility  of  exporting 
staple  crops  was  a  commercial  crime  rendering  it  impossible  to  combat  artificial 
detlation  policy.  Keep  in  mind  fact  that  64  per  cent  American  cotton  crop  has  to  be 
exported.  Policy  of  Federal  Reserve  Board  absolutely  in  violation  of  m+ent  and 
purpose  for  which  Federal  reserve  system  wa?  created.  Contraction  of  currency,  high 
rediscount  rates,  and  restriction  of  credits  following  removal  of  War  Finance  (Corpora- 
tion resulted  in  creating  most  disastrous  commodity  and  buyers'  panic  not  only  nation 
wide  but  world-wide  ever  recorded  in  history.  It  bas  paralyzed  agriculture,  stag- 
nated commerce,  and  imposed  fearful  penalty  u])on  civilization. 

t'oD'^erning  request  to  which  Gov.  Harding  refers,  which  request  was  that  Federal 
re^rve  rediscount  paper  secured  by  staple  agricultural  products  warehoused  and 
inured  for  safe,  sound  percentage  of  market  ^'alue,  such  request  not  being  limited  to 
cotton  but  to  all  staple  agricultural  product**  and  to  safe,  sound  asricultiu-al  paper,  had 
War  Finance  Corporation  not  been  removed  distressing  conditions  in  agriculture 
^^hich  vou  are  now  investigating  would  not  be  exi.«ting  to-day.  Relief  can  only  be 
?'^urerf,  confidence  reestablished,  and  buaineas  jevived  by  immediate  reversal  of 
ihis'  i)oHcy.  Lowering  of  rediscount  rate  to  3^  per  cent  on  liberty  bonds  and  outeide 
f'l  i'.  per  cent  on  agricultural  and  commercial  paper  and  more  liberal  extension  is  not 
"nly  national  but  world-wide  necessity.  At  no  time  since  formation  of  Federal 
re^rve  have  1  ever  requested  or  advocated  that  Federal  reserve  rediscount  in  excess 
of  **()  per  cent  of  market  value  of  cotton,  said  loans  secured  by  makers  notes,  ware- 
house receipts,  and  cotton  fnlly  insured  and  maipns  to  be  fully  maintained  at  all 
times.    Please  read  this  telegram  to  yoUr  commission.     Please  answer. 

J.  S.   W.\NNAM*KKR, 

President  Amtrican  Cotton  Assoriatwn. 

Representative  Anderson's  reply  is  as  follows  [reading] : 

Washington,  D.  C,  August  9,  1921. 
J.  S.  Wannamaker, 

President  American  Cotton  Association^  St.  Matthews^  S.  C 
Gov.  Harding's  statement  as  to  request  at  conference  of  cotton  men  before  Federal 
Reserve  Board  was  as  follows: 

"In  other  words,  they  wanted  us  to  sanction  a  loan  of  32  cents  a  pound  on  cotton 
vhich  was  worth  at  that  time  normally  on  the  market,  I  think,  28  cents  a  pound.  I 
think  the  chart  will  show.  And  it  went  to  25  cents  a  pound  and  then  went  down 
evtry  month  until  it  hit  the  bottom." 

Sydney  Anderson,  Chairman. 

I  again  wired  the  chairman  of  the  commission  as  follows  [reading] : 

St.  Matthews,  S.  C,  August  9,  1921. 
Hon.  Sydney  Anderson, 

ChainTUin  Joint  Commission  on  Agricultural  Inquiry,  Washiiigton,  D.  C. 

Your  telegram  of  even  date.  Complete  stenographic  report  Washington  conference 
to  which  Gov.  Harding  refers  is  proof  positive  that  his  statement: 

"In  other  words,  they  wanted  us  to  sanction  a  loan  of  32  cents  a  pound  on  cotton 
which  was  worth  at  that  time  normally  on  the  market  I  think  28  cents  a  pound,"  is 
absolutely  incorrect.  No  such  request  has  ever  been  made  of  Federal  res?rve  nor 
could  we  be  induced  to  make  such  unreasonable  request,  which  lacks  first  element 
of  sound  banking  and  business.     Request  at  Septem])er  Federal  reserve  conference 
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was  read  to  full  board  with  Gov.  Harding  ijreedding,  explained  by  section,  and  then 
presented  to  Gov.  Harding  personally  in  writing,  and  most  assuredly  should  be  in  hfe 
files.  Stenographic  report  of  conference  proves  conclusivelv  no  such  request  as 
stated  by  Gov.  Harding  was  made.  Only  request  made  was  tnat  necessary  renewals 
be  granted  on  loans  made  on  agricultural  paper  to  enable  gradual  and  orderly  market- 
ing of  crops  and  on  which  credits  were  based  either  by  renewal  of  agricultural  pai>er 
or  substitution  therefor  of  conunodity-secured  paper  where  expedient  or  by  redi^ 
counting  on  cotton  in  warehouse  with  proper  receipts  as  provided  in  section  13,  Fed- 
eral reserve  act.  Had  our  request  been  granted,  it  would  have  brought  benefit*  to 
agriculture  and  commerce  nation  wide,  and  distressing  conditions  confronting  us 
to-day  would  not  be  one-tenth  fold  as  serious. 

Gov.  Harding's  statement  appearing  in  press,  which  statement  is  confirmed  by  your 
telegram  of  to-day,  has  aroused  indignation  of  officials  and  members  of  our  association 
throughout  cotton  belt,  who  strenuously  protest  over  incorrectness  and  injustice  o€ 
statement  and  insist  it  has  done  serious  injury  to  association  and  officials^  including 
myself,  and  urge  I  immediately  request  Gov.  Harding  to  make  correction  of  said 
erroneous  statement  to  commission  and  through  press.  I  therefore  telegraphed  Gov. 
Harding  urging  that  he  refer  to  written  request  made  at  September  conierence,  copy 
of  which  was  filed  with  him  at  the  conference,  and  immediately  issue  correction  both 
in  justice  to  himself,  myself,  and  the  association.  Gov.  Hardmg  has  just  replied  by 
telergam  as  follows: 

"My  statement  referred  to  resolutions  passed  at  Montgomery  conference  September, 
1920,  with  reference  to  market  value  of  cotton  at  time  these  resolutions  were  presented 
to  board  meeting  here  on  September  14.  Think  you  will  be  satisfied  when  you  see 
full  report  of  proceedings  that  I  did  not  misrepresent  you.  Am  not  respon^ble  ft^* 
newspaper  accounts." 

I  am  now  telegraphing  him  a  second  request  for  correction  based  upK>n  written 
reqiuest  of  September  conference,  of  which  I  hold  stenographic  report  and  copv  of 
which  was  filed  with  him  and  should  certainly  be  in  his  records.  If  Gov.  Harding 
issues  correction  please  telegraph  me  copy  of  same.  If  he  declines  to  promptly  make 
correction  as  requested  I  then  request  that  commission  permit  me  to  furnish  statement 
for  purpose  of  keeping  records  straight  supplying  them  with  correct  facts  and  undoing 
the  injustice  that  his  been  done  us.  Please  read  this  telegram  to  commission.  I 
also  request  that  you  make  this  telegram  and  my  telegram  of  8th  on  same  subject 
part  of  official  proceedings  of  investigation. 

J.  S.  Wannamaker, 
President  American  Cotton  Association. 

I  will  read  to  the  commission  a  letter  from  the  Federal  Reserve 
Bank  of  Richmond,  dated  June  30,  1921,  and  addressed  to  Banks  & 
Wimberly  Co.,  St.  Matthews,  S.  C.  These  letters  are  typical  of 
similar  communications  referred  to  my  attention  from  various  sec- 
tions of  the  cotton  belt.     [Reading:] 

Gentlemen:  The  Federal  Reserve  Board,  at  Washington,  publishes  monthly  the| 
Federal  Reserve  Bulletin,  which  contains  a  report  on  general  business  conditions i 
throiighout  the  country,  and  the  chairman  of  the  board  oi  directors  of  each  of  the  12 
Federal  reserve  banks  is  expected  to  furnish  a  statement  as  to  these  conditions  in  his 
district. 

In  the  preparation  of  our  report  for  this  district  we  call  on  a  number  of  banking, 
agricultural,  business,  manufacturing,  and  farming  authorities  for  general  information 
on  basic  conditions. 

We  would  appreciate  a  brief  report  from  you  as  to  conditions  in  your  particular  line, 
also  any  other  lines  as  far  as  they — ^incidental  to  your  operations — come  under  your 
observation. 

Whatever  you  may  write  us  will  be  considered  confidential,  and  under  no  circrun- 
stances  will  names  be  mentioned  in  connection  with  the  published  report,  which  will 
be  a  composite  view  of  the  general  situation  in  this  district. 

We  wifl  appreciate  a  reply  to  reach  us  not  later  than  the  12th. 
With  thanks  for  your  attention,  yours,  very  truly, 

Caldwell  BLardt, 
Chairman  of  the  Board. 

Note. — The  fifth  Federal  reserve  district  includes:  Maryland,  District  of  Columbia, 
Virginia,  West  Virginia,  North  Carolina,  South  Carolina. 

The  vice  president  of  Banks  &  Wimberly  Co.,  St.  Matthews,  S.  C, 
replied  to  that  letter  as  follows  [reading]: 
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July  2, 1921. 
Mr.  Caldwell  Hardt, 

Chairman  of  the  Boards  Federal  Reserve  Banky  Richmond,  Va. 

Dear  Sir:  Your  letter  of  June  30,  in  which  you  ask  for  a  brief  rei>ort  from  us  as  to 
conditions  in  our  particular  line,  also  any  other  lines  as  far  as  they— incidental  to  our 
operatioDS — come  under  our  observation. 

The  purchasing  and  debt-paying  power  of  a  lar^  portion  of  our  population  has 
absolutely  been  destroyed,  as  a  result  of  the  deflation  policy  of  the  Feaeral  reserve 
syBtem.  This  policy  has  paralyzed  our  agriculture  and  stagnated  our  commerce,  and , 
imleBB  relieved,  eventually  the  consumers  will  pay  a  fearful  penalty.  The  policy  has, 
of  course,  resulted  in  forcing  down  prices  of  agricultural  products.  This  has  always 
been  the  case,  following  great  wars  in  which  we  always  have  great  inflation.  Where 
credits  have  been  restricted  and  rates  of  discount  raised  it  has  always  resulted  in 
bringing  about  artificial  deflation  and  forcing  down  prices,  and  has  brought  tremendous 


As  the  result  of  close  study  of  the  situation  we  find  that  throughout  the  agricultural 
lections  of  the  South  practically  the  same  conditions  exist.  The  farmers  are  unable 
to  secure  credits  of  either  money  or  goods  with  which  to  produce,  except  in  a  limited 
way.  They  are  loaded  with  debts  which  were  incurred  on  the  peak  of  inflation  in  the 
^rmg  of  1920  for  the  production  of  that  crop.  We  had  18  months  of  prosperity  and 
ksiness  activity,  following  the  cessation  of  hostilities,  and  the  present  distressing 
financial  conditions  therefore  are  certainly  not  the  natural  aftermath  of  the  Worla 
"War,  but  the  result  of  the  deflation  policy  as  outlined  above. 

Millions  of  people  in  Europe  and  Asia  who  own  lands,  forests,  mines,  and  factories, 
md  who  are  an  industrious  people,  are  in  desperate  need  of  our  raw  products,  while 
on  our  side,  as  a  result  of  this  policy,  we  are  oeing  smothered  by  the  very  products 
Jhich  they  are  needing  so  baaly.  We  are  suffering,  not  from  overproduction  but 
Awn  underconsumption.  There  are  no  markets  for  staple  products  except  in  a  very 
tmited  way  and  at  prices  of  less  than  one-third  the  cost  of  production. 

Unless  these  conaitions  are  relieved  through  a  lowering  of  the  rediscount  rate  to, 
jy,  4  per  cent  on  bonds  (this  being  the  understanding  of  the  people  who  purchased 
1»  bonds)  and  4^  per  cent  on  agricultural  and  commercial  paper,  through  a  renewal 
Vf  agricultural  loans  until  markets  can  be  opened  and  confidence  restored,  and  through 
IBore  liberal  extensions  of  credits,  conditions  will  grow  steadily  worse  and  a  large 
portion  of  the  agricultural  section  of  the  Nation  will  face  universal  bankruptcy. 

In  our  immediate  section  there  has  been  a  drastic  reduction  in  cotton  acreage;  in 
f^t.  in  all  agricultural  production.  We  find  that  the  same  condition  exists  throughout 
^  State.  The  report  just  issued  by  the  United  States  Agricultural  Department  shows 
•  reduction  in  cotton  acreage  of  28.4  per  cent  and  a  drastic  reduction  in  the  use  of 
fetilizers,  showing  that  the  cotton  yield  of  this  year's  crop  will  be  the  smallest  in  the 
wt  25  years.  In  fact,  even  with  ideal  weather  conditions,  we  can  not  expect  it  to  be 
irtherwise,  due  not  only  to  the  reduction  in  acreage,  but  also  on  account  of  the  dis- 
treasing  financial  conditions,  of  the  fertilizers  used,  there  was  not  only  a  drastic  reduc- 
tion in  tonnage,  but  only  the  cheapest  material  was  purchased  by  the  farmers. 

In  my  humble  judgment  confidence  can  only  be  restored  and  the  present  con- 
ctioM  remedied  by  an  immediate  reversal  of  the  policy  which  created  them.  A 
»weriiMf  of  the  rediscount  rate  charged  by  the  Federal  Reserve  Board  to  4  per  cent 
fin  bonds  and  to  4J  per  cent  on  agricultural  and  commercial  paper,  renewal  of  agricul- 
^  loans  until  confidence  can  be  restored  and  markets  opened,  extension  of  credits 
owed  upon  credits  justified  by  the  gold  reserve,  we  view  as  a  world-wide  necessity. 
We  beg  to  remain,  very  respectfully, 

T.  A.  Amaker,  Vice  President. 

On  July  7,  1921,  the  Federal  Reserve  Bank  of  Richmond  addressed 
the  following  letter  to  me  [reading] : 

Dear  Mr.  Wannamaker:  We  have  received  your  letter  of  July  5,  together  with 
ttrbon  copy  of  your  letter  to  Gov.  Harding  of  the  Federal  Reserve  Board,  to  whom 
you  have  sent  my  letter  of  July  1  with  the  carbon  copy  of  your  letter  to  me.  It  is  so 
perfectly  evident  to  me  and  to  other  ofiicers  of  this  bank  that  the  deductions  which 
you  have  drawn  from  our  letter  are  absolutely  unwarranted  that  we  can  not  help 
feeling  that  you  have  read  that  letter  in  the  light  of  preconceived  ideas  as  to  the  poUcy 
w  the  Federal  Reserve  Bank  of  Richmond  rather  than  a  plain  understanding  of  the 
veO'  plain  statements  in  the  letter  itself. 

In  the  first  paragraph  I  outlined  your  general  situation  with  respect  to  your  loans 
frwn  Ais  and  other  banks.  These  figures,  as  you  point  out  in  your  letter,  do  not  agree 
^th  your  records,  but  you  yourself  account  for  the  difference  by  remarking  that  your 
Btotement  is  as  of  July  2,  while  mine  was  made  up  as  of  June  25.    Accordmg  to  your 
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own  showing  the  differences  are  immaterial.    In  the  second  paragraph  I  expre 
the  opinion  that  this  expanded  condition  could  not  ( ontiniie  indefinitely.    Do  yi 
really  think  that  it  can?    Are  you  prepared  to  maintain  that  from  now  op,  month  aft* 
iponth  and  year  after  year,  you  yourself,  as  president  of  your  institution,  ^*0 
like  to  continue  borrowing  from  the  Federal  reserve  I  ank  five  times  as  much  as  y 
share  of  its  total  credit  resoiu-ces?    Continuing,  I  made  the  suggestion  that  imless 
credit  situation,  that  is  to  say  the  situation  between  ycu  and  the  people  to  whom  y 
have  loaned  money,  has  gotten  entirely  out  of  your  control  you    should  be  in  a  pc 
tion  to  give  us  some  idea  as  to  when  liquidation,  or  at  least  partial  liquidation,  can 
reasonably  expected  to  b^in  with  you,  and  the  prolaMe  extent  to  which  yo«  a 
be  able  to  liquidate  this  fall. "    If  you  were  lending  a  m  m  approximately  quarter  of 
million  dollars,  wouldn't  you  feel  that  you  had  a  right  to  ask  him  a  modest  que^f 
like  that? 

We  now  come  to  the  last  paragraph,  in  which  I  advised  you  that  notwithatan^J] 
the  fact  that  we  have  long  ago  adopted  the  policv  of  requiring  a  directors'  g;!  trani 
from  bankers  whose  borrowings  are  in  the  neighborhood  of  five  times  their  norn 
discount  line,  we  have  never  asked  you  for  such  a  gi'aranty,  but  that  if  circumstani 
compelled  you  to  increase  your  borrowings  from  us,  or,  in  fact,  if  you  can  give  u? 
idea  as  to  when  there  will  be  a  reasonable  prospect  of  your  being  able  to  miuw, 
would  have  to  apply  the  rule  to  you.  What  aoes  such  a  guaranty  ^and  we  htve 
number  of  them  in  our  files)  amount  to?  Simply  thil:  When  the  directors  of  a  rt 
tain  institution  have  gotten  their  bank  in  such  a  condition  that  it  will  have  to  re^uil 
not  for  seasonal  expenses,  but  month  after  month  if  not  year  after  year,  an  amoai 
five  times  as  large  as  we  could  lend  to  any  member  bank  were  all  Dorro\^ing  at  tl 
same  time,  and  that  bank  has  sent  us  paper  bought  upon  the  judgment  of  those  din 
t>rs  and  certified  to  by  the  officers  as  eligible  and  good,  and  when  the  payment  of  t3 
paper  is  still  further  aasured  by  the  deposit  of  marginal  collateral  (of  which  wo  hd 
50  per  cent  in  your  case),  we  ask  the  airectors  to  guarantee  us  against  ultimate  k 
on  account  of  our  extraordinary  advances  to  the  bank,  is  this  really  making  an  n 
reasonable  request?  Is  there  anything  about  such  a  request  to  warrant  your  asemn 
tion  that  we  are  requiring  you  to  force  your  borrowers  to  sell  cotton  at  a  loss,  and  st 
further  to  force  your  customers  who  are  not  borrowers  to  sell  their  cotton  at  a  lost? 
.  Frankly,  we  can  not  help  feeling  that  the  cotton  situation  must  have  gotten  ( 
your  nerves  to  such  an  extent  that  any  letter  we  could  possibly  have  written  to  yi 
would  have  appeared  to  you  as  an  imperative  demand  to  sell  cotton.  I  venture 
say  that  we  know  just  as  much  as  you  do  about  the  condition  of  the  cotton  mark* 
and  we  realize  as  fully  as  you  realize  the  futility  to  attempt  to  create  a  market  1 
offering  a  large  quantity  of  cotton  for  sale  without  any  visible  buyer.  We  are  of  tj 
opinion  that  the  holder  of  cotton  who  has  an  opportunity  to  sell  and  fails  to  embn 
the  opportunity  may  have  a  chance  to  call  himself  a  fool  later  on,  but  we  certain 
never  require  to  do  what  we  know  perfectly  well  they  can  not  do. 

Now,  Mr.  Wannamaker,  I  am  going  to  tell  you  what  I  think  is  your  whole  troubl 
You  have  written  us  a  great  many  letters,  but,  as  far  as  I  know,  you  have  never  be< 
to  see  us.  Take  a  couple  of  days  off  at  the  first  opportunity  and  come  up  and  |>ay  i 
a  visit.  If  you  accomplish  nothing  else,  you  can  find  out  exactly  how  long  our  hoc 
are  and  whether  we  breathe  fire  and  brimstone  or  not  when  we  talk. 

With  kindest  regards,  and  feeling  sure  that  one  \'isit  to  Richmond  will  put  youi 
a  very  much  better  frame  of  mind  with  respect  to  the  Federal  Reserve  Bank  of  Ric 
mond,  I  remain, 

Very  truly,  yours, 

Cha6.  A.  Peple,  Deputy  Govtmor. 

On  July  11, 1921, 1  wrote  the  following  letter  to  the  Federal  Reserv 
Bank  of  Kichmond  [readmg]: 

Hon.  Charles  A.  Peple, 

Deputy  Governor  Federal  Reserve  Bank  of  Richmond,  Richmondy  Va. 

Dear  Mr.  Peple:  Your  letter  of  the  7th  instant  has  received  our  \ery  jcsltAi 
attention.  It  was  our  desire,  as  explained  in  our  previous  letter,  to  cooperate  wit 
you  in  every  way  possible.  We  explained  that  by  forcing  the  sale  of  cotton  we  ct'ul 
retire  every  dollar  due  the  Federal  Reserve  and  ever\^  dollar  due  to  other  banks. 

We  note  that  you  state  in  your  letter:  "  I  venture  to  sav  that  we  know  just  as  mnc 
as  you  do  about  the  condition  of  the  cotton  market  and  we  realize  as  fully  as  yo 
realize  the  futility'  to  attempt  to  create  a  market  by  offering  a  large  quantity'  < 
cotton  for  sale  without  any  visible  buyer.  \A'e  are  of  the  opinion  that  the  holder  < 
cotton  who  has  an  opportunity  to  sell  cotton  and  fails  to  embrace  the  opportunity  ma 
have  a  chance  to  call  himself  a  fool  later  on,  but  we  certainly  never  require  people  t 
do  what  we  know  perfectly  well  they  can  not  do." 
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Since  this  letter  was  written  cotton  has  advanced  some  6  cents  per 
pound.  As  result  of  sim'lar  letters  to  this,  many  producers  of  cotton 
were  forced  to  dispose  of  their  cotton,  regardless  of  the  fact  that 
there  was  no  l^itimate  demand  for  same  and  regardless  of  the  fact 
that  prices  were  less  than  one-third  of  the  cost  of  production,  thus 
forcing  upon  them  fabulous  unnecessary  losses  which  will  burden 
them  for  years  to  come,  and  in  many  cases  make  a  most  serious 
jffect  upon  not  only  the  producer  himself  but  upon  many  lines  of 
kdustry  to  whom  he  is  indebted,  and  in  many  cases  resulting  in 
mmecessary  bankruptcy  to  business  institutions  as  result  of  the 
losses  thus  forced  upon  them. 

The  cotton  situation  has  not  'gotten  on  my  nerves"  near  as  much  as  it  has  gotten 
ipon  the  finances  of  my  friends  and  myself.  We  can  only  sell  it  in  a  limited  wav  for 
ifout  one-third  of  what  it  coat  to  produce  it,  on  account  of  the  deflation  policy  which 
fas  put  into  force  after  the  expense  of  production  had  been  incurred  for  the  most 
ftWiy  crop  ever  produced.  I  do  not  claim  for  one  minute  that  1  know  one- tenth  part 
ibout  the  condition  of  the  cotton  market  that  you  all  do,  and,  based  upK)n  your  state- 
ientthat  "the  holder  of  cotton  who  has  an  opportunity  to  sell  and  fails  to  embrace 
|e opportunity  mav  have  a  chance  to  call  himself  a  fool  later  on."  it  means  that 
Utters  will  certainly  grow  more  serious  instead  of  improving  as  indicated  by  Gov. 
larding  in  his  recent  statement  in  which  he  took  the  position  that  we  had  reached 
le  turning  point  and  that  matters  are  on  the  up-grade  and  urged  the  closest  coopera- 
|m  between  banks  and  their  customers  and  urged  that  they  not  attempt  to  force 
tens  on  agricultural  commodities.  To  sell  cottt  n  at  the  prepent  price  would  mean 
kt  the  producer  would  get  about  one- third  of  the  cost  of  production,  and  yet,  accord- 
fcg  to  your  statement  **if  he  fails  to  embrace  this  opportunity  he  may  have  a  chance 
^call  himself  a  fool  later  on,"  I  can  not  feel  that  we  would  be  justifiable  in  advising 
»r  customers  to  sell  their  cotton,  and  certainly  not  justif  able  m  forcing  them  to  eel! 
fader  present  conditions. 

Jls  explained  in  our  previous  letter,  we  have  a  record  of  35  years  with  a  total  loss  of 
lO.  The  success  of  our  bank  has  been  due  to  the  fact  that  we  have  cooperated  to  the 
■Heat  extent  with  our  customers,  and  were  we  to-day  to  break  this  rule  and  attempt 
I  influence  or  force  them  to  dispose  of  their  cotton  under  existing  conditions  we 
fould  most  assuredly  run  the  risk  of  incurring  their  displeasure,  losing  business,  and 
•aHng  enemies  out  of  friends,  especially  so  if  it  should  turn  out  that  the  market 
jjould  advance  after  they  were  forced  to  sell  so  that  they  could  dispose  of  their  cotton 
t  a  price  that  would  at  least  help  them  to  dispose  of  a  part  of  the  losses  that  it  was 
teceasary  for  them  to  incur. 

We  have  always  made  it  a  rule  to  have  our  customers  clear  their  loans  from  time 
tetime.    We  consider  it  extremely  bad  policy  to  continue  to  renew,  and  have  always 

^ticed  what  we  preach,  and  we  have,  therefore,  always  made  it  a  rule  to  clear  our 
J  and  redifcounts.  However,  under  the  present  conditions  which  have  been 
Iffought  about  as  result  of  deflation  in  prices,  the  producer  being  without  a  market 
facept  in  a  very  limited  way  at  about  one-third  of  the  cost  of  production,  I  feel  that 
fou  will  agree  with  me  that  it  is  necessary  under  there  conditions  to  make  exception 
to  ihis  rule.  Just  as  eoon  as  matters  become  anything  like  normal  again,  and  it  will 
certainly  be  impossible  for  conditions  to  remain  as  they  are  irdef'iiitely,  then  our 
customers,  as  markets  open  up,  can  commence  disposing  of  their  products  clearing 
their  obligations  with  us  and  we  can  commence  clearing  with  you  and  can  reestablish 
the  rule  that  we  have  maintained  for  over  a  quarter  of  a  century. 

^ome  of  our  very  best  customers,  members  of  our  board  of  directors,  are  among 
^  Very  best  depo  itors,  a  number  of  whom  are  carrvnng  quite  an  amount  of  cotton 
™  which  they  have  not  a  dollar  borrowed.  We  have  al\\ays  made  it  a  rule  to  keep 
J^  directors  fully  posted  and  have  them  take  an  acti^'e  part  in  the  affairs  of  our  bank. 
pey  are  fully  posted  on  general  conditions.  What  effect  would  a  request  upon  them 
■to  indorse  for  our  bank  have?  A  number  of  these  directors  have  been  connected 
*ith  this  institution  since  it«  organi'/ation  over  35  yeais  ago;  the/  have  passed  through 
*U  the  tr>'ing  periods;  a  request  upon  them  to  indorse  on  the  grounds  that  you  had 
"isuiied  that  thi^  course  be  taken  would  most  assuredly  be  a  serious  mistake;  it  would 
ondermine  their  confidence  in  the  institution  of  which  they  are  directors,  and  rejrard- 
less  of  every  safeguard  we  could  throw  around  the  matter,  information  would  leak 
o?t  to  the  general  public  that  the  Federal  Reserve  had  ref^uircd  the  board  of  directors 
w  the  St.  Matthews  National  Bank  to  indorse  their  papc  r.  What  effect  would  tbii* 
have  upon  the  very  best  customers  we  ha>e?    If  we  wiihed  to  destroy  their  confi* 
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dence,  we  could  not  proceed  in  a  better  maimer,  and  God  knows  confidence  haa 
already  been  destroyed  to  a  far  too  great  an  extent. 

The  capital  of  our  bank  is  $160  000;  surplus,  .?55,000;  undivided  profits,  $7,872.76; 
total  of  rediscounts  we  have  witn  you,  $224,920.76;  borrowed  money^  $120,000;  in 
addition  to  this,  we  have  with  you  on  deposit,  on  which  there  is  nothing  borrowed, 
United  States  bonds  amoimting  to  $34,800.  In  recent  published  statements  from 
banks  as  of  condition  on  June  30,  1921,  we  have  checked  scores  of  banks  whose  redis- 
counts and  borrowing  lines  are  far  in  excess  of  ours.  If  all  of  your  paper  is  as  safe  as 
paper  you  are  carrying  for  us,  then  the  Federal  reserve  will  pass  through  the  deflation 
'  period  without  a  dollar's  loss.  There  is  not  the  remotest  necessity  of  adopting  the 
course  you  suggest.  As  explained  in  our  previous  letter,  by  forciig  sales  of  cotton 
we  can  pay  every  dollar  of  obligations  we  are  due  you  and  every  dollar  we  are  due  every 
other  institution  and,  if  it  has  reached  such  a  point  where  it  is  necessary  to  discharge 
these  obligations  or  adopt  such  a  drastic  and  unnecessary  course  as  the  one  outlined 
above,  why,  then,  it  would  be  a  part  of  wisdom  for  us  to  choose  the  lesser  of  the  two 
evils. 

I  note  that  you  state  that  you  feel  our  whole  trouble  is  that  I  have  written  yon 
a  great  many  letters  but  so  far  as  you  know  have  never  been  up  to  see  you.  An  examina- 
tion of  our  files  fails  to  bring  to  light  the  fact  that  I  have  written  you  a  great  many 
letters.  I  have  not  had  an  op|)ortunity  of  running  up  to  see  you  since  the  organiza- 
tion of  the  Federal  reserve;  since  its  organization  T  have  been  desperately  busy, 
first,  in  war  activities,  in  addition  to  my  regular  line  of  business,  in  addition  to 
other  war  activities,  our  bank  took  charge  of  every  single,  solitary  war  drive,  and  ui 
examination  of  the  records  will  show  that  our  county  was  put  over  and  stood  near  the 
top  in  each  and  every  drive  as  result  of  work  done  by  officials  and  directors  of  oar 
bank,  our  bank  being  headquarters  for  each  and  every  one  of  these  drives,  and  yaa 
will  nnd  that  our  officers  and  directors  liberally  subscribed  in  every  drive  for  bonds, 
stamps,  etc.  In  fact,  we  disregarded  earnings  and  considered  service  our  duty  durinf 
this  entire  period. 

Since  the  cessation  of  hostilities  I  have  been  desperately  busy,  and  since  the  com* 
mencement  of  the  deflation  period  last  .July,  I  deemed  it  my  duty  to  devote  every 
ounce  of  my  effort,  time,  and  energy  for  the  purpose  of  in  every  way  possible  protect- 
ing ourselves  against  same.  In  addition  to  this,  the  other  work  in  which  I  have 
been  engaged  requires  almost  my  undivided  attention. 

Just  as  soon  as  an  opportunity  is  afforded  I  shall  accept  same  and  run  up  and  jaj 
you  a  visit;  however,  I  feel  that  you  are  doing  both  yourself  and  myself  an  injusticfl 
when  you  state:  '*I  can  find  out  exactly  how  long  your  horns  are  and  whether  yoa 
breathe  fire  and  brimstone  when  you  talk."  I  have  had  the  pleasure  of  meetii^ 
vou  on  several  occsisions  and  in  your  making  this  statement  I  am  doing  my^f  thg 
nonor  to  feel  that  you  do  not  make  the  statement  upon  the  impression  formed  of  m^ 
but  that  on  account  of  your  multitude  of  duties,  you  have  overlooked  the  fact  that  w« 
have  previously  met,  and,  when  I  have  an  oppjortunity  to  visit  you,  if  I  do  not  ac- 
complish anything  eUe  I  will  succeed  in  convincing  you  that  I  have  never  ente^ 
tained  any  idea  that  ''you  have  horns  or  that  you  breathe  fire  and  brimstone  when 
you  talk. " 

I  try  to  be  always  perfectly  frank.  The  impression  that  I  formed  as  result  of  our 
meeting  and  the  addresses  that  you  made  caused  me  to  hold  a  very  hi^h  regard  for 
you.  1  consider  the  Federal  reserve  banking  system  one  of  the  best  pieces  of  con- 
structive legislation  that  has  been  put  on  our  statute  books  for  the  last  half  century. 
I  had  the  honor  of  playing  some  small  part  in  various  meetings  and  hearings  urtiich 
were  conducted  for  the  formation  of  this  act  and  was  closely  associated  with  and 
claimed  a  warm  friendship  for  the  prime  movers  and  framers  of  the  act.  I  am  per- 
sonally acquainted  with  and  have  been  clo?ely  associated  with  and  claim  a  wann 
friendship  for  practically  all  the  main  officials  of  the  Federal  reserve  system;  it  i?  a 
great  piece  of  constructive  legislation,  as  stated  above.  As  to  the  policy  of  the  Fed- 
eral Keserve  Boards  c  or  little  over  a  year,  or,  since  the  commencement  of  the  defla- 
tion period,  \n  my  humble  judgment,  it  has  been  a  feai^ful  blunder.  This  policy 
is  largely  responsible  for  conditions  to-day  and  has  created  just  what  the  Federal 
Reserve  Board  was  supposed  to  prevent;  confidence  has  absolutely  been  destroyed 
and  the  debt-paying  and  purchasing  power  of  a  laree  proportion  of  our  population 
has  been  destroyed;  everybody  wants  to  sell  and  nobody  wants  to  buy;  there  is  no 
market  for  agricultural  products,  except  in  a  limited  way,  at  about  one-third  of  the 
cost  of  production.  However,  I  feel  that  Gov.  Harding  is  correct  in  his  analy^i^ 
of  the  situation;  that  we  have  passeS  through  the  worbt  sta^  and  have  reached  the 
turn  in  the  lane,  and  that  conditions  will  commence  to  improve.  Restcnation  of 
confidence,  which  will  destroy  the  buyer's  panic,  and  reopening  of  markets  will 
enable  our  customers  to  commence  to  mspose  of  their  products  and  dischaige  their 
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obli^tdons  with  us  and  we  can  in  like  nmnner  discharge  our  obligations.    However, 
it  will,  of  course,  require  some  little  time  to  do  this. 

Deflation  shoiUd  never  have  started  except  based  upon  the  great  law  of  supply  and 
<iemand,  and  orderly  deflation  based  upon  this  rule  would  have  required  a  lapse  of 
years. 

As  stated  above,  I  hope  to  have  the  opportunity  to  run  up  and  see  you,  and  I  regret 
very  much  that  I  have  not  had  an  opportunity  of  visiting  the  Richmond  district 
long  before  this.  Strange  to  say,  however,  I  have  had  the  pleasure  of  visiting  and 
holding  conferences  with  practically  all  of  the  reserve  districts  located  in  the  South 
with  the  exception  of  the  district  in  which  I  am  located.  It  is  barel>r  possible  that 
I  may  go  to  Washington  the  last  week  in  July,  and  if  so,  I  will  take  this  opportunity 
of  calling  on  you  on  my  way  through  Richmond. 

Assuring  you  of  all  good  wishes,  I  am,  yours,  very  truly, 

J.  S.  Wannamaker, 
President  St.  Matthews  National  Bank. 

I  would  now  like  to  read  a  letter  addressed  to  Hon.  George  J.  Seay, 
governor  Federal  Reserve  Bank,  Richmond,  Va.,  from  Banks  & 
Wimberly  Co.,  dated  July  23,  1921.     [Reading:] 

Dear  Sip:  We  received  a  letter  dated  June  30  from  Mr.  Caldwell  Hardy,  chairman 
of  the  board,  in  which  he  informed  us  that  the  Fedefal  reserve  at  Washington  pub- 
lishes monthly  the  Federal  Reserve  Bulletin,  which  contains  a  report  on  general 
business  conditions  throughout  the  country,  and  the  chairman  of  the  board  of  directors 
of  each  of  the  12  Federal  reserve  banks  is  expected  to  furnish  a  statement  as  to  these 
conditions  in  his  district;  and  tliat  in  the  preparation  of  your  report  for  this  district 
you  would  call  upon  a  number  of  banking,  agricultural,  business,  manufacturing, 
and  farming  authorities  for  general  information  on  basic  conditions. 

In  his  letter,  Mr.  Hardy  stated: 

"We  would  appreciate  a  brief  report  from  you  as  to  conditions  in  your  particular 
line,  also  any  other  lines  as  far  as  they — incidental  to  your  operations — come  under 
your  observation.  Whatever  you  may  write  us  will  be  considered  confidential,  and 
nnder  no  conditions  will  names  be  mentioned  in  connection  with  the  published 
report,  which  will  be  a  composite  view  of  the  general  situation  in  this  distnct." 

We  replied  to  this  letter  on  July  2.  Much  to  our  surprise  we  received  a  letter  from 
you  dated  July  11  in  reply  to  ours  of  Julv  2,  which  letter  was  written  by  request  ot  the 
chairman  of  yoiur  board,  Mr.  Caldwell  Hardy,  and  required  no  reply. 

We  are  amazed  to-day  to  be  called  upon  by  bankers  who  state  that  you  have  fur- 
niahed  them  with  printed  copy  of  our  letter  of  July  2  to  Mr.  Hardy,  wluch  letter  was 
furnished  at  his  request  and  which  he  stated  in  his  letter  would  be  treated  confidential. 
A  number  of  the  bankers  inform  us  that  you  have  sent  them  a  printed  copy  of  our 
letter  and  also  of  youiB  of  July  11,  and  that  it  is  their  understanding  that  tnis  corre- 
spondence has  been  sent  broadcast.  We  have  been  informed  by  a  number  of  our 
banker  friends  at  St.  Matthews  and  elsewhere  that  as  soon  as  they  read  copies  of  letters 
furnished  by  you  to  them  above  referred  to  they  recognized  that  the  letter  was  written 
by  us,  although  no  names  were  mentioned,  and  that  realizing  that  our  letter  was 
written  in  reply  to  the  inaiury  of  Jime  30  with  the  understanding  that  such  reply 
was  to  be  considered  confidential,  they  felt  it  their  duty  to  call  our  attention  to  the 
manner  in  which  the  matter  had  been  handled. 

We  will  not  have  the  remotest  objection  to  the  publication  of  a  letter  from  us  to 
you  and  your  reply  thereto  and  a  wide  distribution  of  same,  provided  such  was  the 
understanding  when  the  letter  was  furnished.  We  have  no  method  of  ascertaining 
the  mailing  list  to  whom  your  letter  was  addressed.  While  we  have  no  desire  to  enter 
into  any  controversy  over  this  matter,  still  we  do  feel  that  the  manner  in  which  the 
nutter  has  been  handled  by  you  is  entirely  unfair  and  unjust  to  us,  and  that  we  should 
be  furnished  an  opportunity  to  reply  to  your  letter  of  July  11;  that  you  should  publish 
this  reply  and  mail  it  to  the  same  parties  to  whom  you  mailed  our  former  letter  of 
July  2  and  your  letter  of  the  11th.  In  addition  to  your  having  our  reply  to  your  letter 
of  the  11th  printed  and  circulated,  we  will  bo  very  glad  to  have  you  release  same  to 
the  press. 

We  consider  the  Federal  reserve  system  a  wonderful  banking  system,  and  in  our 
reply  we  shall  make  it  clear  that  we  are,  and  always  have  been,  supporters  of  the 
Fwieral  reserve  system.  It  is  our  understanding  that  the  Government  and  its  ma- 
chinery is  a  trust,  and  the  officers  of  the  Government  and  its  machinery  are  trustees, 
and  both  the  trust  and  the  trustees  are  created  for  the  benefit  of  the  people.  A  panic 
under  the  Federal  reserve  system  should  be  impossible.  Conditions  existing  to-day 
should  not  be  possible  under  the  operation  of  the  Federal  reserve  banking  system. 
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Before  writing  you  this  letter  we  coDBulted  with  a  uumber  of  bankerp  and  bufiner^ 
men  in  various  se^'tions  of  the  State,  and  without  exception  they  take  the  poFiticn 
that  the  manner  in  which  the  matter  had  been  handled  was  an  inj'uetif  e  to  ue,  and  that 
the  above  request  on  our  part  was  perfectly  reasonable,  and  they  felt  it  was  as  little 
as  we  could  ask  and  were  satisfied  that  this  request  would  be  granted;  that  our  letter 
replying  to  yours  of  the  11th  should  most  assuredly  be  mailed  out  by  you  to  the  enliie 
mailing  list  to  which  tlie  former  letter  was  sent.  We  will  consider  it  a  great  privilege 
to  have  the  opportunity  of  replving  to  your  letter  of  the  11th  and  submit  both  letters 
to  the  public  and  abide  by  their  judgment. 

Please  let  us  have  a  prompt  reply,  and  oblige,  with  best  wishes, 
Respectfully,  yours, 

Banks  &  Wimbbrly  Co. 

Under  date  of  July  25,  1921,  the  following  letter  was  addressed 
to  Banks  &  Wimberly  Co.,  St.  Matthews,  S.  C,  from  the  Federal 
Reserve  Bank  of  Riclunond  [reading]: 

Gentlemen:  I  am  in  receipt  of  your  letter  of  the  23d  and  am  surprised  that  >  ou  fee! 
aggrieved  that  we  should  have  given  publication  to  the  matter  contained  in  >our 
letter  referred  to.     You  quote  Mr.  Hardy's  letter  as  stating: 

**  Whatever  you  may  write  us  will  be  considered  confidential,  and  under  no  condi- 
tions will  names  be  mentioned  in  connection  with  the  published  report. " 

We  could  make  no  report  at  all  if  we  did  not  give  the  substance  of  the  communica- 
tions received  in  reply  to  our  inquiries,  and  in  every  report  we  embody  in  some  fonn 
or  other  the  substance  of  the  replies  sent  to  us:  that  is  the  purpose  and  value  of  the 
report.  In  eome  cases  we  quote  literally  from  reports  sent  us  If  therefore  we  had 
quoted  your  report  at  length  in  our  trade  letter,  withholding  the  name,  we  should 
not  have  violated  the  proprieties  in  any  way. 

But  your  communication  was  of  such  an  interesting  nature  and  was  se  direct  and 
accusatory  that  we  felt  that  it  called  for  special  treatment  and  a  specific  answer^ 
without  gi^^ng  eitlier  names  or  locality,  and  that  both  letter  and  reply  were  of  public 
interest.  In  treating  it  that  way,  we  had  not  the  least  feeling  that  we  were  abusing 
any  confidence,  and  we  do  not  feel  so  now.  There  was  nothing  in  our  publielied 
reply  or  in  yoiu*  letter,  as  published,  which  could  locate  the  writer,  except  by  State. 
I  assume  that  you  must  have  exchanged  your  Adews  with  or  submitted  yoiir  letter 
to  those  bankeii  who  advised  you  that  we  had  furnished  them  a  printed  copy  of  your 
letter,  otherwise  I  do  not  Pee  Kow  they  could  have  identified  you  as  the  wnter. 

Your  letter  was  in  some  respects  typical  of  many  criticisms  which  have  been  mace 
a  ainst  the  operation  of  the  Federal  reserve  system,  and  we  thought  the  opportunity 
should  be  taken  to  reply  to  those  criticisms  in  a  way  which  would,  at  least,  reach  the 
b  mkers  of  this  district'  Your  letter  was  much  more  than  a  report  upon  conditions 
in  your  particular  line  and  in  your  locality.  It  was  a  direct  accusation  that  the  opera- 
tion of  tne  Federal  reserve  system  was  responsible  not  only  for  the  conditions  wbi<  h 
prevail  in  your  locality  (as  you  see  them),  but  for  country- wide  depression,  and  for 
deetniction  of  the  piux^hasing  power  of  a  very  large  proportion  of  tne  South  and  of 
the  countrv  at  large. 

It  would  not  have  been  possible,  as  it  seems  to  us,  for  anybody  to  have  identified 
your  letter  unless  they  had  been  familiar  with  it,  and  nothing  in  our  conmiunicstion 
gave  any  evidence  of  the  identity  of  the  writer.  It  was,  however,  the  dedre  to  counter- 
act the  dissemination  of  views  of  that  nature,  and  to  give  information  which,  in  our 
judgment,  would  certainly  refute  them,  that  moved  us  to  publish  the  correspondent  e.  i 
with  all  evidences  of  identity  removed,  thus  treating  it  in  a  wholly  imperdonal  way, ! 

If  you  desire  to  reply  to  the  letter  in  the  same  way  m  which  our  answer  was  written,  j 
that  is,  to  combat  our  arguments  and  maintain,  if  you  can,  the  views  expressed  in  you, 
first  letter,  we  will  give  publication  to  it  as  a  reply  to  arguments  made  by  us  agaimFt  | 
your  original  letter,  and  will  publish  it  either  with  your  name  or  without  your  nam^  i 
as  you  desire,  and  distribute  It  as  we  distributed  previous  correspondence.  We  will  j 
mail  it  together  with  both  original  letters,  in  order  that  you  may  have  the  last  wwd.  ! 
We  take  for  granted  that  nothing  will  be  in  your  letter,  which  you  may  desire  us  to  I 
send  out,  on  the  subject  of  the  proprietv  of  our  sending  out  the  correspondence,  which  \ 
I  am  sure  will  be  removed  entirely  by  t'his  letter;  but  that  the  discussion  of  the  subject  j 
including  your  very  grave  charge  against  the  operation  of  the  Federal  reserve  8>"stem  j 
and  our  answer  thereto  and  your  reply  to  our  answer,  will  be  wholly  upon  the  mCTrit  | 
of  the  matter.  i 

Yours,  very  truly,  : 

Geo.  j.  Seat,  Governor. 
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The  following  is  a  letter  written  by  Banks  &  Wimberly  Co.  to  Hoiu 
George  J.  Seay,  Federal  Reserve  Bank,  Richmond,  Va.,  dated  July 
30,1921  [reading]: 

Dear  Sir:  Your  letter  of  the  25th  instant  has  received  our  attention. 

In  Mr.  Hardy's  letter  he  stated  that  he  wished  this  information  for  the  purpose  of 
making  a  report  and  did  not  mention  that  he  wished  it  for  the  purpose  of  jpublisliing 
the  letter.  It  is  our  contention  that  the  letter  was  written  based  upon  Mr.  Hardy's 
letter  stating  the  purpose  for  which  it  was  to  bo  used — that  is,  for  making  up  report 
and  that  it  was  to  be  used  confidentially. 

We  feel  that  you  should  have  written  us  and  stated  that  you  desired  to  publiFh 
the  letter  and  circularize  it  instead  of  using  it  for  the  purpose  for  which  it  was  re- 
quested, before  adopting  this  course. 

We  note  that  you  state: 

'There  was  nothing  in  our  published  reply  or  in  your  letter,  as  published,  which 
could  locate  the  writer,  except  by  State.  I  assume  that  you  m.ust  haA  e  exchanged 
your  views  with  or  submitted  your  letter  to  those  bankers  who  ad\ised  you  that  we 
had  furnished  them  with  a  printed  copy  of  your  letter,  otherwise,  I  do  not  see  how 
they  could  have  identic  ed  you  as  the  writer.*' 

In  this  you  are  entirely  mistaken.  We  did  not  exchange  our  views  with  or  submit, 
our  letter  to  any  of  these  bankers.  The  bankers  recognized  the  letter  as  com.ing^ 
from  us.  It  was  stated  that  the  letter  was  from  a  mercantile  firm  in  South  Carolina; 
that  there  were  two  banks  in  the  city  from  which  the  letter  was  written.  The  bank- 
ers are  fully  posted  as  to  our  views  concerning  the  policy  of  the  Federal  reserv  e,  so^ 
that  with  this  information,  they  readily  recognized  that  we  were  the  authors  of  the 
letter. 

We  wrote  the  letter  in  reply  to  a  request  from  the  chairman  ol  the  board.  We 
gave  him  our  frank  and  unbiased  judgment;  we  felt  that  this  was  what'  he  desired;, 
that  he  desired  sam.e  for  the  purpose  as  stated — for  preparing  report— and  that  said, 
letter  would  be  used  confidentially. 

We  note  that  you  state: 

'  'Your  letter  was  in  some  respects  typical  of  many  criticisms  which  have  been 
made  against  the  operation  of  the  Federal  reserv^e  system,  and  we  thought  the  oppor- 
tunity should  be  taken  to  reply  to  those  criticisms  in  a  way  which  would,  at  least,, 
reach  the  bankers  of  this  district." 

Why  single  out  our  letter  alone  from  *  'the  many  criticisms  that  have  been  made- 
against  the  Federal  reserve  sj'Stem? " 

Since  writing  jrou  on  the  23d,  we  note  that  you  have  issued  statements  through 
tie  press  concerning  our  letter.  Based  upon  the  letter  received  from  Mr.  Hardy,  it 
ifl  our  contention  that  before  using  our  letter  for  publication  or  either  for  release  to- 
the  press,  that  you  should  have  obtained  our  consent  for  its  use  for  this  purpose,  as- 
the  purpose  for  which  it  was  to  be  used  was  clearly  stated  in  Mr.  Hardy's  letter  and 
the  lact  that  it  was  to  be  used  confidentially  was  also  plainly  stated. 

We  regret  the  course  you  pursued  exceedingly.  It  has  placed  us  in  a  position  that 
We  feel  is  entirely  unjust. 

The  president  of  our  firm  has  been  sick  for  several  days.  He  will  prepare  a  reply 
to  your  letter  and  mail  it  to  you  within  the  next  few  days,  ^nth  the  distinct  under- 
standing that  the  same  ^i\\  be  printed  and  mailed  to  each  and  every  one  to  whom  the 
former  letter  was  mailed  to.  and  in  addition  to  this  we  feel  that  you  should  release 
this  letter  to  the  press,  at  least  to  the  same  publishers  to  whom  you  released  your 
fromer  letter  to. 

We  note  that  you  state: 

"We  wir.  mail  it  together  with  both  original  letters,  in  order  that  you  may  have  the 
last  word," 

We  also  note  that  you  state: 

"We  take  for  granted  that  nothing  will  be  in  your  letter,  which  you  may  desire 
us  to  send  out,  on  the  subject  of  the  propriety  of  our  sending  out  the  correspondence." 

We  feel  that  in  justice  to  ourselves  it  should  be  explained  that  our  letter  was  written 
upon  request  of  a  letter  from  the  chairman  of  the  board,  Mr.  Hardy,  which  letter 
stated  it  was  to  be  used  for  the  purpose  of  making  up  a  report  and  that  whatever 
We  wrote  would  be  considered  confidential.  If  some  such  explanation  is  not  made, 
many  of  those  receiving  the  letter  will  be  totally  at  a  loss  to  und(  rstand  our  position, 
and  not  being  informed  in  the  matter,  will  draw  the  conclusion  that  we  have  raieed 
a  controversv,  or  that  we  are  the  ones  that  have  forced  the  discussicn  of  the  subject, 
whereas  we  have  been  forced  into  a  discussion  of  the  subject  by  your  action,  w  hich 
leaves  us  no  alternative. 
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As  it  is  necessary  for  us  to  delay  a  reply  to  your  letter  on  account  of  sickness,  as 
explained  above,  we  are  dropping  you  this  note.  Our  reply  will  reach  you  wimin 
the  next  few  days.  We  regret  the  delay,  which  is  unavoidable,  as  we  feel  that  our 
replv  should  receive  prompt  circulation,  as  delay  in  answering  same  would  probably 
result  in  many  reaching  the  conclusion  that  we  were  convinced  of  the  correctness  of 
your  position  and  unable  to  combat  your  argument  and,  therefore,  remained  silent. 

Your  action  in  giving  publicity  to  our  reply  and  distributing  it  as  the  p^e^^oufl 
correspondence  was  distributed  and  release  of  same  through  the  press  as  the  previous 
correspondence  was  released,  will  result  in  pladng  the  matter  before  the  same  people 
who  read  the  former  correspondence,  and  we  cheerfully  abide  their  decision. 

Assuring  you  of  all  good  wishes,  we  beg  to  remain, 
Yours,  very  truly, 

Banks  &  Wimbbrlt  Go. 

The  Federal  Reserve  Bank  of  Richmond,  under  date  of  August  1, 
1921,  replied  to  that  letter  as  follows  [reading]: 

Banks  &  Wimbbrly  Co., 

St,  Matthews,  S,  C. 
Gentlemen  :  We  beg  to  acknowledge  receipt  of  your  letter  of  July  30  addressed  to 
Gov.  Seay.  Mr.  Seay  is  now  away  on  his  \'acation  and  it  will  be  some  time  before 
he  returns.  Although  we  are  disturbing  him  just  as  little  as  possible,  I  am  forward- 
ing your  letter  to  him  to-day,  and  will,  of  course,  forward  him  the  answer,  which  you 
say  will  be  in  our  hands  by  the  latter  part  of  this  week. 
Very  truly,  yours. 

Oh  AS.  A.  Pbplb,  Deputy  Governor, 

In  accordance  with  your  request  we  are  inclosing  herewith  a  copy  of  our  circular 
of  July  23  on  "Financing  the  new  cotton  crop."  I  tnink  you  will  find  your  questiona 
answered  in  the  circular  itself. 

Circular  letter  from  the  Federal  Reserve  Bank  of  Richmond  to  all 
member  banks  of  that  district,  under  date  of  July  23,  1921,  on  the 
subject  of  ^* Financing  the  new  cotton  crop"  contained  the  following 
statements: 

Under  the  conditions  hereinbefore  set  forth  and  imder  the  terms  of  the  Federal 
reserve  act  and  the  regulations  of  the  board,  the  Federal  Reserve  Bank  of  Richm<md 
will  make  further  advances  for  making  and  gathering  the  growing  crop,  and  will  dis- 
count for  its  members  eligible  paper  secxu-ed  by  wardiouse  receipts  for  new  cotton  at 
80  per  cent  of  the  market  value  at  the  time  loans  are  made,  to  be  kept  eood;  and  will 
discount  acceptable  tnde  acceptances  of  nulls  for  cotton  purchased  and  intended  for 
consumption,  and  bankers'  acceptances  based  on  new  cotton  and  made  imder  the 
regulations. 

The  reserve  banks  of  the  cotton  States  can  adequately  provide  for  the  gathering 
and  orderly  marketing  of  the  new  crop  with  the  full  cooperation  of  all  member  banks. 
To  make  this  aid  tiioroughly  effective,  member  banks  will  be  compelled  to  take 
measures  to  provide  for  the  small  cotton  producer,  both  in  completing  his  crop  and 
in  order  that  ne  may  not  suffer  by  having  to  sell  his  cotton  inmiediately  upon  gathering 
it,  should  there  not  be  a  satisfactorv  market  at  the  time.  The  proceeos  of  such  ad- 
vances on  new  cotton  should  be  used  to  liquidate  ciurent  indebtedness  where  possible 
in  order  to  give  vitality  to  credit.  It  should  be  obvious  that  biisiness  can  not  move 
and  be  kept  moving  unless  cotton  is  sold  as  the  market  will  take  it. 

Since  this  letter  has  been  written  no  reply  has  been  received  from 
Gov.  Charles  A.  Peple.  However,  a  letter  written  by  Banks  & 
Wimberly  Co.  to  the  chairman  of  the  Richmond  board,  in  reply  to 
letter  requesting  confidential  information  for  the  piirpose  of  prepar- 
ing a  report,  has  been  given  wide  publicity  by  the  Federal  Reserve 
Bank  ot  Richmond.  This  letter  was  sent  to  bankers,  merchants, 
and  colleges  with  the  name  of  the  writer  omitted.  This,  however, 
did  not  justify  the  use  of  the  letter  in  the  manner  in  which  it  was 
used.  The  circulation  of  this  letter  has  resulted  in  still  further 
destroying  confidence.  Several  bankers,  calling  on  their  banking 
connections  in  New  York,  were  declined  acconmiodation  and  were 
urged  to  reduce  their  lines;  when  they  pressed  for  a  reason  for  this 


Digiti 


ized  by  Google 


AGRIOULTURAIi  INQUIRY.  699 

position,  they  were  furnished  with  a  copy  of  this  letter  written  by 
the  Federal  Keserve  Bank  of  Richmond  and  also  with  other  circulars 
and  letters  sent  out  by  the  Federal  Reserve  Bank  of  Richmond, 
they  taking  the  position  that  it  was  clearly  shown  therein  that 
banks  were  very  much  overextended.  A  number  of  the  New  York 
banks  made  the  statement  to  these  bankers  that  they  not  only 
would  not  extend  additional  accommodation  but  that  they  felt  that 
these  banks  were  in  such  an  extended  condition  that  the  matter  of 
accommodations  for  the  coming  spring  was  in  serious  doubt. 

One  of  the  largest  cotton  factors  in  tne  South  Atlantic  informed  me 
that  this  matter  had  a  most  serious  effect  on  their  business;  that 
banks  in  the  North  and  East  from  whom  they  had  been  receiving 
accommodation  seemed  extremely  uneasy  concerning  the  condition 
of  the  banks  and  the  people  with  whom  they  were  doing  business  in 
the  South  Atlantic. 

The  following  is  a  letter  from  George  J.  Seay,  governor  Federal 
Reserve  Bank  of  Richmond,  to  T.  A.  Amaker,  Esq.,  president  Banks 
&  Wimberly  Co.,  St.  Matthews,  S.  C,  dated  July  11,  1821  [reading]: 

My  Dear  Sir:  Your  letter  of  the  2d,  written  in  reply  to  our  request  for  a  brief 
report  from  you  as  to  conditions  in  your  line  and  locality,  for  the  purpose  of  incor- 
poration in  our  monthly  report  on  trade  and  financial  conditions,  nas  come  to  my 
attention. 

Your  letter  is  a  very  interesting  one,  and  your  opinions,  whether  we  may  be  able 
to  agree  with  them  or  not.  are  welcomed  and  encouraged,  because  they  are  needed  to 
make  up  that  composite  viewpoint  which  alone  can  truly  depict  conditions  as  reflected 
by  actual  physical  circumstances  and  the  mental  attitude  of  the  people  of  a  locality 
or  district. 

I  am  going  to  take  the  liberty  of  analyzing  and  conmienting  upon  several  of  your 

stateitaents  in  the  hope  that  it  may  be  profitable  to  both  of  us.    Firat,  you  state  that — 

"The  purchasing  and  debt-paying  power  of  a  lar^  portion  of  our  ponulation  has 

abeolutely  been  destroyed  as  the  result  of  the  deflation  policy  of  the  Federal  reserve 

system." 

By  this  I  assume  you  mean  that  the  credit  policy  or  practice  of  the  Federal  reserve 
banks  has  been  the  direct  cause  of  the  "deflation^'  or  decline  in  the  prices  of  com- 
modities, particularly  of  amcultiural  commodities.  Of  course,  it  must  be  admitted 
that  anyone  who  incurs  obligations  based  upon  high-priced  commodities,  or  labor,  or 
seciurities,  or  real  estate,  or  anything  else,  is  seriously  handicapped  in  his  ability  to 
pay  by  a  drastic  decline  in  the  price  of  any  of  these  things.  Tnat  has  always  been 
the  case  and  always  will  be;  it  is  axiomatic.  As  to  the  cause  of  these  severe  declines 
in  prices,  there  you  will  find  a  very  great  divergence  of  opinion.  First  and  foremost 
must  always  be  taken  into  account  the  antecedent  rise,  the  natural  law  that  what  ^oes 
up  is  bound  to  come  down,  no  matter  what  sends  it  up.  As  opposed  to  your  opinion, 
I  hold  the  view  that  the  action  of  the  Federal  reserve  banks  in  protection  of  their 
reserves,  which  were  being  rapidly  exhausted — exhaustion  of  which  would  have 
caused  collapse  and  ruin,  entailing  universal  disaster,  from  which  there  could  have 
been  no  recovery  except  by  the  long,  tedious,  patient,  toiline  process  of  building  up 
after  destruction — ^was  no  more  responsible  for  what  you  call  tine  '*  deflation-'  of  prices 
than  you  are  responsible  for  the  action  of  the  law  of  gravitation. 

This  "deflation-',  or  decline  in  prices,  was  not  peculiar  to  our  own  country,  and  to 
attribute  such  declines  here  or  in  other  countries  to  the  policy  of  the  Federal  reserve 
system  is  arbitrarily  to  assign  to  it  an  influence  which  it  does  not  and  can  not  exercise 
but  which  Is  the  result  of  those  laws  of  action  and  reaction  which  have  been  at  work 
from  the  beginning  of  things. 

The  first  serious  shock  which  the  business  world  received,  as  a  forewarning  of  what 
was  likely  to  happen  everywhere  in  the  world^  was  the  sudden  and  violent  decline  in 
the  silk  market  in  Japan  and  the  demoralization  of  business  and  finance  there.  The 
si^ficance  of  that  decline  was  not  grasped  at  the  time.  Then  came  along  an  equally 
violent  decline  in  wool  prices;  the  market  simply  disappeared  overnight.  Then  came 
declines  in  sugar  prices  and  in  cotton  prices;  in  copper,  rubber,  ana  a  wide  range  of 
staple  commodities.  You  might  go  around  the  world,  and  in  every  land  you  would 
find  a  parallel. 

This  country  waked  up  to  the  fact  that  the  power  to  buy  things  at  very  high  prices 
was  limited  by  the  income  and  disposition  of  a  very  large  proportion  of  its  population. 
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The  governments  of  the  world  were  no  longer  buying  goods  in  unlimited  quantities  lor 
war  purposes,  and  the  peoples  of  exhaueted  countries  had  not  the  means  to  buy  them, 
whatever  their  needs.  Moreover,  the  capacity  for  production,  stimulated  by  the 
urgent  demand  of  war  and  the  coneequent  high  prices,  was  tremendously  increased. 
It  gradually  became  apparent  that  the  supply  of  raw  products  and  the  manufacturing 
capacity  were  both  greater  than  the  people  were  able  to  absorb. 

What  was  bound  to  be  the  result?  Credit  was  powv^rless  to  susta'n  prices.  From 
that  time  on  it  became,  day  bv  day,  in^^reasin^ly  apparent  that  th^  supply  of  th'nes 
which  th?  peoples  of  th'^  world  w.»r^  boimd  to  have  wa?  greater  than  was  supposed, 
and  greater  than  their  incomes  would  enable  tlnm  to  pur*  base  at  th-*  prices  exacted. 
A  very  large  proportion  of  ih3  world  hid  I'ttle  or  m  income  w  th  wh  (h  to  purchase 
anyth  UT,  even  the  bare  n^cessties  of  life,  and  hundreds  of  m  Dions  of  dollars  were 
contributed  by  charity  in  this  country-  to  meet  the  needs  of  such  people. 

Surely  no  man  can  contend,  with  any  show  of  reason,  that  these  thngs  were  brought 
about  by  the  policy  of  the  Federal  reser^•e  banVs,  wh'ch  rates  at  no  time  were  really 
very  high,  and  which  were  never  as  high  as  the  rates  charged  by  private  owners  of 
capital. 

In  one  paragraph  of  your  letter  vou  state: 

"The  policy  has,  of  course,  resulted  in  fore  ing  down  prices  of  agricultiu^l  products. 
This  has  always  been  the  case  following  great  wars,  in  which  we  always  have  great 
inflation. " 

In  another  paragraph  of  your  letter  you  gay: 

"We  had  18  months  of  prosperity  and  business  activity  following  the  cessation  of 
hostilities,  and  the  present  d'stiess'ng  financial  conditions,  therefore,  are  certainly 
not  the  natural  aftermath  of  the  World  War  bi.t  the  result  of  the  deflation  policy  ai 
outlined  above.  '* 

There  seems  to  be  an  inconsistency,  and  even  a  contradiction,  between  these  state- 
ments. It  was  diuing  the  pericxi  of  "18  months  of  prosperity  and  business  acti\'ity  " 
to  which  you  allude  that  the  extraordinary  expansion  or  Inflation  of  bank  credit 
took  place,  until  it  reached  a  dangerous  roint,  beyond  which  it  could  not  have  gone 
much  further  without  an  inevitable,  sudden,  and  \dolent  collapse.  It  was  during 
this  period  of  what  you  call  "prosperity'  that  the  production  of  commodities,  and 
particularly  manufactured  products  of  a  peace-time  nature,  was  stimulated  and 
competition  in  the  purchase  of  such  commodities,  under  the  cultivated  belief  that  they 
would  go  still  h'gher,  resulted  in  rapidly  rising  prices,  requiring  more  and  yet  moie 
credit  to  finance  transactions.  Moreover,  this  should  be  taken  into  account,  and  it  is 
an  extremely  important  factor  in  considering  business  acti\'ity  and  the  course  of  prices 
during  the  period  to  which  you  refer:  Atter  the  armistice  there  remained  about 
$2,500,000,000  of  loans  to  foreign  countries  unexpended  and  available,  and  our  large 
exports  to  Eiurope  in  1919  were  paid  for  very  largely  out  of  this  fund,  provided  by 
the  people  in  this  country  through  Treasury  loans.  That  situation  by  itself  would 
have  served  to  keep  business  active  for  a  time. 

For  the  full  period  of  a  year  the  attention  of  the  whole  coimtry  was  called  to  these 
conditions  and  the  ine\dtable  consequences.  Rates  of  discount  at  Federal  reeen-e 
banks  were  gradually  raised,  and  warnings  v/ere  given  people  to  exercise  restraint  in 
the  use  of  credit.  But  notwithstanding  these  warnings  and  increases  of  the  diaoount 
rate,  many  writers  who  should  hs-re  known  better  bitterly  scored  what  they  temjed 
restrictions  of  credit  when,  as  a  matter  of  fact  credit  was  being  continuously  expanded. 
During  the  most  violent  stages  of  price  adjustment  credit  was  being  expanded,  not 
contracted.  Nobody  would  Jieed  the  warnings.  The  indi%'idual  banks  the  counfay 
over  lent  out  all  of  their  reserves — everv  dollar  and  more,  too — and  bcMTOwed  from 
Federal  reserve  banks  to  recreate  or  replace  their  reserves.  It  did  not  take  long  to 
d  scover  thit  credit  obtained  against  commodities  and  goods  at  high  prices  was  being 
used  to  hold  them  off  the  market  and  create  a  belief  in  scarcity  ancT force  up  the  price. 
When  this  became  well  understood,  the  game  was  up. 

You  further  state: 

"Millions  of  people  in  Europe  and  Asia  who  own  lands,  forests,  mines,  and  faetoneR» 
a  id  who  are  industrious  people,  are  in  desperate  need  of  raw  products,  while  on  our 
side,  as  a  result  of  this  policy,  we  are  being  smothered  by  the  ver\'  products  which  they 
are  needing  so  badly.  We  are  suffering  not  from  overprcxluc?tion  but  from  xind^^f- 
consumption. ' ' 

Can  an>[one  explain  how  these  millions  of  peoples  in  Eiu-ope  and  Asia  who  own  lands. 
forests,  mines,  and  factories  can  use  them  in  paying  you  for  your  raw  products?  Raw 
products  are  not  usually  paid  for  in  any  sTich  way.  The  best  thought  of  this  (X)Tintry 
na"  been  vainly  searching  for  a  way  by  which  the  people  who  have  no  liquid  capital 
and  little  credit  can  buy  our  goods  and  by  which  we  can  safely  sell  them  our  gp(xl» 
under  such  conditions. 
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WTiat  has  been  done  already  in  the  way  of  granting  them  credit?  Yonr  statement 
a')pearB  to  imply  that  there  is  some  easy  way  of  continuing  it,  and  even  that  the 
Federal  reserve  system  hw  the  power  of  doing  it.  These  countries  to  which  you 
a'lL'de  already  owe  us  the  incredible  sum  of  about  118,000,000,000,  made  up  about  as 
follows: 

Advances  for  war  loans $10. 000, 000,  OCO 

Suiplus  war  material  sold  abroad 3, 000, 000,  OCO 

Dre  to  American  exporters  and  manufacturers 3, 000, 000,  CCO 

Due  to  American  investors,  etc 2, 000, 000, 000 

Total 18, 000, 000,  OCO 

There  is  a  limit  to  this  thing.  Corporations  have  been  formed  for  the  purpose  of 
aiding  exporters  to  do  more  biisiness  with  these  foreigners  described  by  you,  but  a 
very  small  amount  of  business  has  res-.^lted,  because  no  way  has  yet  been  found  by 
which  credit  can  safely  be  extended  in  large  volume  to  people  who  can  not  pay,  or  if 
they  can  pay  at  all  can  only  pay  by  slow  degrees  as  they  accumulate  capital.  Dur 
merchants  are  slow  to  take  fv  rihor  risks.  Doubtless  you  know  that  hundreds  of 
millions  of  dollars  in  goods  were  repudiated  by  foreign  buyers,  and  were  left  on  docks 
uncJaimed. 

The  English  Government  agreed  to  assume  85  per  cent  of  the  risk  of  its  manufacturers 
in  selling  to  these  people  whom  you  describe,  but  I  am  informed  by  very  competent 
authority  that  comparatively  little  business  has  been  done  under  that  guaranty, 
because  the  English  merchants  are  unwilling  to  assume  the  balance  of  15  per  cent  of 
the  risk,  and  have  found  that  the  people  have  nothing  available  as  a  basis  of  credit  and 
that  they  can  not  safely  extend  credit.  As  to  underconsumption,  is  has  always,  every- 
where been  demonstrated  that  i^ople  under  stress  of  ciicumstances  can  and  wDl 
govern  their  consuming  capjacity,  and  that  without  material  distress.  The  difference 
between  extravagant  and  frugal  consumption  in  this  country  alone  is  sufficient  to 
bring  about  temporal y  depression. 

Is  the  Federal  reserve  system  to  blame  for  these  conditions? 

You  say: 

"Unless  these  conditions  are  relieved  through  a  lowering  of  the  rediscount  rate  to, 
say,  4  per  cent  on  bonds  and  4J  per  cent  on  agricultural  and  commercial  paper,  through 
a  renewal  of  agricultural  loans  until  markets  can  be  opened  and  confidence  restored, 
and  through  more  liberal  extension  of  credits,  conditions  will  grow  steadily  worse 
and  a  laige  portion  of  the  agricultural  section  of  the  Nation  will  face  universal  bank- 
ruptcy." 

Loans  are  being  constantly  renewed.     In  your  State,  particularly,  there  has  been 

f)ractically  no  liquidation  for  a  year.  I  am  wondering  what  you  mean  by  a  more 
iberal  extension  of  credits.  There  are  99  member  banks  in  South  Carolina,  91  of 
which  are  borrowing  from  us.  (The  8  banks  which  are  not  borrowing  amount  to  a 
small  sum  in  resources.)  This  bank  is  lending  those  91  banks  308  per  cent  of  the 
amount  which  they  contribute  to  the  lending  power  of  the  Federal  reserve  system. 
This  is  between  five  and  six  times  the  amount  oi  the  reserve  deposits  of  those  banks  in 
the  Federal  Reserve  Bank  of  Richmond.  Take  the  two  member  banks  in  your  city 
by  way  of  illustration:  We  are  lending  to  these  two  banks  ten  times  the  dmount  of  their 
reserve  deposits.  Would  you  contend  for  a  more  liberal  grant  of  credit  than  this? 
In  some  cases  in  South  Carolina — principally  the  cases  of  small  banks — we  are  lending 
ten  to  fifteen  times  the  amount  contributed  by  those  banks  to  the  maximum  lending 
power  of  the  Federal  Reserve  Bank  of  Richmond.  We  are  lending  to  the  banks  of 
North  and  South  Carolina  $47,000,000,  which  is  practically  one-half  of  the  largest 
amount  ever  borrowed  at  any  one  time  by  the  national  banks  of  the  country  prior  to 
1913,  or  before  the  establishment  of  the  Federal  reserve  system.  Besides,  the  mem- 
ber banks  of  your  State  are  borrowing  between  six  and  seven  million  dollars  from 
other  banks,  which  get  the  funds  from  the  Federal  reserve  system. 

We  often  hear  that  the  farmers  can  not  obtain  credit  from  their  local  banks.  What 
is  the  reason,  when  the  Federal  reserve  bank  is  lending  its  member  banks  so  freely? 
As  I  have  stated,  the  reserve  bank  is  lending  to  some  of  these  banks  beyond  all  reason, 
and  to  all  of  them  with  the  utmost  liberality  consistent  with  prudence.  If,  then, 
the  bank^,  notwithstanding,  are  not  in  a  position  to  lend  to  their  agricultural  cus- 
tomers as  may  be  needed,  it  is  due  to  one  of  two  causes:  First,  a  lack  of  capital  in 
the  community;  or,  second,  to  the  management  of  the  banks  in  placing  their  loans. 
In  a  very  large  number  of  cases,  the  banks  have  so  loaned  their  funds  that  they  have 
become  tied  up  and  they  can  do  no  more  than  renew  the  loans  time  after  time.  We, 
of  course,  have  access  to  the  statements  of  all  member  banks,  and  I  feel  that  I  am 
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wholly  justified  in  making  the  statement  that  the  inability  of  banks  to  make  tem- 
porary loans  is  due  to  the  &ct  that  they  have  so  manag^  their  funds  as  to  allow  them 
to  become  tied  up.  Sometimes  the  causes  of  this  are  beyond  their  control,  but  far 
more  often  indeed,  due  to  the  nature  of  the  loans  themselves.  The  experience  of 
banking  everywhere  is  that  there  is  danger  in  heavy  borrowing  by  banks,  and  the 
safety  of  the  national  banking  system  was  founded  upon  two  principles*  First,  that 
no  bank  should  become  liable  in  an  amoimt  greater  than  its  capital  stock;  and,  sec- 
ond, in  the  limitation  that  was  placed  by  the  law  upon  the  amount  which  a  national 
bank  could  lend  to  one  borrower. 

This  week  I  participated  in  a  conference  with  cotton  men  from  the  far  South,  or 
men  interested  in  the  cotton  business,  some  of  them  bankers.  One  of  them  stated 
that  he  was  lending  to  his  cotton  borrowers  all  that  he  was  willing  to  lend,  which 
illustrates  the  principle  which  I  have  enunciated  above.  These  men  appeared  to 
have  no  delusions  as  to  the  causes  of  the  decline  of  cotton  prices,  and  stated  that  they, 
and  many  others  whom  they  knew,  more  than  a  year  ago  when  many  people  were 
advocating  the  holding  of  cotton  for  40  cents,  were  selling  their  cotton  as  fast  as  ihey 
could  and  as  fast  as  the  market  would  take  it,  knowing  what  would  come. 

As  soon  as  capital  becomes  suflSciently  plentiful,  the  natural  course  of  interest  rates 
will  be  to  decline.  Nobody  can  say  at  this  time  that  capital  is  plentiful.  Then  why 
should  it  be  made  artificially  cheap?  Look  at  the  rates  which  cities,  coimties,  and 
towns  have  to  pay  for  their  funds.  Look  at  the  rates  which  railroads  and  ^reat  manu- 
facturing corporations  have  to  pay  for  large  loans.  Look  ^t  the  rates  which  Govern- 
ments, both  foreign  and  domestic,  have  to  pay  for  lar^  loans.  Capital  can  only  be 
called  abundant  when  banks  have  surplus  funds  of  their  own  which  they  are  anxious 
to  place.  It  can  not  be  abundant  when  they  are  forced  to  borrow  from  other  banks  or 
from  Federal  reserve  banks  for  the  purpose  of  lending.  It  would,  therefore,  serve  no 
good  purpose  for  Federal  reserve  banks  to  lower  their  rates,  but,  on  the  contrary, 
would  give  a  false  impression  as  to  the  supply  of  capital.  Banking  institutions  are 
not  borrowing  institutions;  they  are  lenders,  and  the  sound  opinion  everywhere  is 
that  banks  should  be  borrowers  only  for  seasonal  operations  wnich  demand  greater 
use  of  capital,  or  for  extraordinary  emergencies  to  tide  over  difficulties  in  individual 
cases.  For  banks  to  borrow  in  order  to  lend  at  a  profit  has  been  everywhere,  at  all 
times,  recognized  to  be  an  unsound  practice.  No  bank  can  absolutely  control  the 
use  ot  funds  which  it  lends.  Particularly  is  this  true  in  the  cases  of  large  cities  and 
large  banking  institutions.  In  my  judgment,  to  lower  the  interest  rate  to  any  such 
figures  as  you  specify  would  not  only  be  responsible  for  a  false  idea  as  to  the  abundance 
of  capital  but  would  result  in  stimulating  the  use  of  liquid  capital  in  directions  in 
whicn  by  no  means  it  ought  to  go  under  existing  conditions,  and  would  make  the 
situation  worse  instead  of  better. 

We  are  advised  that  your  State  bankers*  association  at  their  recent  convention 
unanimously  rejected  a  resolution  that  the  reserve  bank  rates  should  be  reduced  to 
the  figures  specified  by  you. 

As  for  this  bank,  it  is  lending  as  liberally  to  its  member  banks — particularly  in 
South  Carolina — as  any  borrowers  have  the  right  to  expect,  and  further  'liberal  exten- 
sion of  credits"  in  such  cases  could  not  possibly  be  allowed  with  prudence.  When 
either  banks  pr  individuals  are  already  borrowing  more  than  their  equitable  jwopor- 
tion  of  available  funds,  and  in  many  cases  beyond  the  limits  dictated  by  expCTience, 

?rudence,  and  safety,  how  can  there  be  talk  of  still  more  liberal  extension  of  credits? 
'he  trouble  lies  deeper  than  this,  and  it  can  only  be  cured  by  time  and  the  reaccu- 
mulation  of  capital  dv  the  slow  process  of  sa\ang  and  the  discharge  of  debts  by  the 
products  of  labor.  There  is  no  universal  remedy,  nor  is  there  any  specific  cause  for 
the  declines  of  which  you  complain,  but  rather  a  cause  complicatea  by  and  embracing 
the  operations  of  all  natural  and  economic  laws. 
Yours,  very  truly, 

Geo.  J.  Seay,  Govtmor. 

Mr.  Wannamaker.  Mr.  Chairman,  coming  back  to  the  meeting 
which  we  requested  with  the  Federal  Reserve  Board,  we  appeared 
there  and  met  Gov.  Harding.  The  Secretary  of  the  Treasury  was 
not  there.  We  talked  of  the  situation,  and  told  him  that  our  mar- 
kets were  being  destroyed;  nobody  was  buying  anything.  We  had 
about  one  hour^s  session.  Some  of  the  men  got  veiy  much  dissat- 
isfied and  moved  that  we  adjourn  without  going  further  into  it. 
We  finally,  after  getting  no  suggestion  or  satisfaction  out  of  this 
meeting,  adjourned,  and  at  the  solicitation  of  five  prominent  Senators 
we  appeared  again  before  the  board,  who  reluctantly  gave  us  a  hear- 
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ing  the  next  morning.  We  talked  and  plead  with  them  that  they 
establish  confidence,  first,  by  announcing  that  the  Federal  Reserve 
Board  was  prepared  to  handle  agricultural  paper  through  the  member 
banks  by  rediscounts;  second,  that  they  do  something  to  reestablish 
confidence.  We  plead  with  them  that  they  lower  the  rediscount 
rates;  that  would  be  a  benefit.  Every  one  of  the  different  groups 
plead  with  them  to  do  that.  I  asked  them,  individually,  just  to 
reestablish  the  War  Finance  Corporation.  We  adjourned  without  a 
decision,  and  we  were  led  to  the  thought  that  they  were  going  to 
grant  our  request.  About  two  days  after  that  a  statement  came  out 
in  the  press  that  killed  our  hopes. 

The  Chairman.  Do  you  happen  to  have  a  copy  of  that  announce- 
ment? 

Mr.  Wannamaker.  For  the  press  ?  I  think  I  have  that  statement. 
It  will  take  me  a  little  tim«  to  find  it.  I  think  it  was  released  for 
publication  on  October  17. 

(The  statement  referred  to  is  here  printed  in  full,  as  follows:) 

STATEMENT  OF  THE  FEDERAL  RESERVE  BOARD. 

In  view  of  the  representations  which  have  recently  been  made  to  the  board  as  to 
the  unavailability  of  credit  in  agricultural  sections  the  board  re<)ue6ted  information 
concerning  credit  conditions  throughout  the  country  from  the  chairman  and  governors 
of  Federal  reserve  banks  at  their  usual  autunm  conference  here  this  week.  The 
board  is  advised  that  credit  has  been  steadily  available  for  the  successive  seasonal 
requirements  of  agriculture,  as  well  as  for  the  needs  of  commerce  and  industry,  and 
that  there  is  no  groimd  for  expecting  that  its  availability  for  these  purposes  will  not 
continue.  The  present  improved  credit  situation  is  due  in  part  to  the  timely 
steps  taken  last  spring,  following  conferences  between  the  board  and  governors  and 
directors  of  Federal  reserve  banks  to  provide  credit  for  crop  moving  requirements^ 
and  in  i>art  to  the  subsequent  improvement  in  transportation  reported  from  all  districts 
except  in  a  few  localities. 

Between  January  2  and  October  1  of  the  present  year  about  800  leading  member 
banks  from  all  sections  of  the  country  which  report  their  condition  to  the  boaJd  weekly 
and  which  represent  approximately  70  per  cent  of  member  bank  resources,  have 
increased  their  loans  for  agricultural,  industrial,  and  commercial  purposes  by  an 
amount  exceeding  $1,800,000,000.  This  great  increase  in  the  credit  extended  to  their 
customers  has  in  the  main  been  made  possible  by  the  accommodation  extended 
member  banks  by  the  Federal  reserve  banks. 

Durine  the  same  period,  the  12  Federal  reserve  banks  have  increased  their  holdings 
of  agricultural  and  commercial  paper  by  more  than  $500,000,000,  and  from  January  23 
to  October  1, 1920,  increased  their  issues  of  Federal  reserve  notes  by  over  $460,000,000. 
At  the  same  time,  Federal  reserve  banks  having  surplus  funds  have  extended  accom- 
modation to  Federal  reserve  banks  in  agricultural  and  live-stock  districts  by  means 
of  discounts,  aggregating  on  October  1  over  $225,000,000. 

The  disturbances  in  price  and  demand  which  have  recently  manifested  themselves 
in  markets  for  various  agricultural  and  other  commodities,  not  only  in  the  United 
States  but  in  other  countries  as  well,  are  inevitable  and  unavoidable  consequences  of 
the  economic  derangements  occasioned  by  the  World  War.  The  United  States  con- 
tinue to  have  a  heavy  volume  of  exports  although  foreign  demand  for  certain  agri- 
cultural staples  has  somewhat  decreased.  But  the  chief  market  for  our  raw  and  manu- 
factured products  is  at  home,  and  our  present  huge  crops  of  immense  value  may  be 
expected  gradually  and  in  regular  course  to  move  from  producers  to  consumers. 
The  recent  census,  reckoning  our  population  at  105,000,000,  emphasizes  anew  our 
own  capacity  as  consumers  irrespective  of  the  demands  of  other  countries. 

Mr.  Wannamaker.  Now,  as  a  result  of  this  hearing  before  the 
Federal  Reserve  Board  the  representatives  of  the  groups  of  agri- 
culture went  back  home.  •  They  could  not  get  any  buyers.  The 
cotton  producers  could  not  sell  their  cotton.  The  market  was  falling 
every  day.  The  abolishing  of  the  War  Finance  Corporation,  gentle- 
men, was  the  first  step  in  artificial  deflation,  whicn  destroyed  the 
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means  of  exporting.  Second,  and  next  to  that,  was  this  publicity, 
which  absolutely  destroyed  confidence  and  created  a  typical  buyers' 
panic.  Next  to  that  was  the  higher  interest  rate,  and  next  the 
restriction  of  credit  and  constriction  of  the  currency 

Representative  Ten  Eyck.  Have  you  ever  found  out  definitely 
who  gave  out  those  articles  to  the  papers? 

Mr.  Wannamaker.  No,  sir. 

Now,  as  result  of  this  meeting,  we  went  back  home,  and  we  decided 
that  there  was  only  one  course  For  us  to  pursue,  and  that  was  for  us  to 
reduce  production  to  such  a  point  that  the  banking  system  of  this 
country  could  finance  the  production.  So  we  put  on  a  reduction 
campaign  and  reduced  the  cotton  acreage  nearly  30  per  cent.  All  the 
cotton  unsold  and  on  hand  is  very  largely  of  the  low  grades.  The  com- 
ing cotton  crop  is  the  lowest,  the  Government  shows,  in  about  30  years. 

In  addition  to  that,  the  other  different  lines  of  agriculture  went 
back  home  and  took  the  same  action.  I  notice  that  cattle  raising  is 
going  down  very  much.  And,  gentlemen,  I  am  here  to  tell  you,  by 
way  of  emphasis,  that  the  consumer  is  going  to  pay  the  very  penalty 
that  the  producer  is  paying  to-day.  Short  production  is  coming. 
If  you  destroy  the  incentive  for  them  to  produce,  if  you  destroy  the 
power  for  them  to  produce,  they  will  not  produce.  I  am  here  to  tell 
you  that  we  can  not  get  relief  otherwise,  and  I  say  that  having 
everything  I  have  in  God  Almighty^s  world  invested  in  agriculture. 
Reduction  of  production  will  bring  prices  that  will  enable  the  pro- 
ducers to  meet  the  debts  that  have  been  put  upon  them. 

To  go  back  to  another  very  important  matter,  the  next  thing  was 
the  reduction  of  credits,  which  I  have  alluded  to.  I  received  letter?, 
which  I  want  to  read  here,  bearing  on  this  matter. 

Mr.  Chairman,  I  want  to  stop  ricrht  here  to  read  a  letter  from  the 
Secretary  of  Agriculture,  which  I  should  have  read  a  while  ago.  that 
came  out  on  Alarch  13,  1921 : 

We  can  not  hope  t»  reach  normal  conditions  until  we  arrive  on  a  price  level  which 
will  be  fair  to  all  our  people  and  all  products.  Farm  products  must  come  up  in  price 
and  other  products  come  down  until  the  normal  relation  between  them  has  been  re- 
stored. This  talk  of  bringing  prices,  whether  farm  prices  or  other  prices,  back  to  the 
prewar  normal  is  morally  wrong  and  economically  impo.ssible.  We  incurred  a  hea\7 
national  debt  on  the  intlated  prices.  If  we  could  force  all  prices  back  to  the  prewar 
Tiormal —which  we  can  not — it  would  be  equivalent  to  just  about  doubling  that  debt. 
We  can  pay  off  our  debts  much  easier  if  we  maintain  a  price  level  more  nearly  the  level 
at  whicn  the  debts  were  incurred.  Of  course,  the  excessively  high  prices  which 
prevailed  during  the  war  can  not  continiie,  but  if  we  should  try  to  bring  about  a  level, 
flay  70  per  cent  above  the  prewar  normal,  everybody  would  be  better  off. 

Our  price  for  cotton  to-day,  as  a  result  of  the  law  which  changed 
the  ruhng  of  the  exchange  and  the  heavy  increase  in  freight  rates,  is 
about  5  cents  a  pound  below  what  it  was  in  1914. 

The  Chairman.  Did  the  Secretary  propose  any  way  of  maintaining 
prices  at  70  per  cent  above  prewar  levels  in  tne  face  of  what  was 
occurring  all  over  the  world  ? 

Mr.  Wannamaker.  I  do  not  know.  The  only  way  they  could  be 
maintained  would  be  to  have  buyers,  and  the  only  way  to  have  buyers, 
is  for  men  to  see  that  they  can  bu^  at  a  price  that  will  not  show  a  loss, 
and  also  to  see  that  they  can  obtain  finances  with  which  to  buy.  He 
will  not  buy  if  he  is  convinced  that  the  danger  sign  is  still  out  and 
prices  are  going  still  lower. 

That  the  five  vears  of  war  has  wrought  changes  which  will  compel 
acceptance  of,  adjustment  of,  and  adjustment  to  an  elevated  standard 
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ol  values  as  a  permanent  inheritance  is  a  certainty.  The  war  has 
created  marked  sociolc^cal  changes^  and  left  indelible  changes  upon 
the  masses  of  the  people;  this  is  apparent  in  the  radical  political 
and  economic  changes  which  have  taken  place  throughout  the  world — 
changes  expressed  m  the  overthrow  of  governments,  and  demands  for 
greater  political  and  industrial  reccjgnition  and  demands  that  the 
standara  of  living  be*  elevated  to  a  higher  plane,  and  that  there  be  a 
more  equable  distribution  of  the  world's  benefits  and  burdens. 

It  was  inevitable  that  this  should  prove  a  natural  sequence  of  a 
conflict  directly  involvinjg  for  five  years  over  140,000,000  of  the 
world's  peoples,  demanding  sacrifices  of  life  and  property  unpre- 
cedented in  the  world's  history. 

The  cost  of  living  here  has  increased  less  than  in  any  of  the  bel- 
ligerent countries  (including  Japan,  which  assumed  no  appreciable 
part  in  the  financial  burden  of  the  war)  or  in  the  neutral  countries 
of  Europe. 

The  interest  on  the  enormously  increased  National  debt,  which 
can  only  be  paid  by  a  vast  increase  of  taxation,  necessitates  a  vast 
increase  in  production.  Increased  production  can  only  come  as 
result  of  prices  far  above  prewar  prices.  You  can  fix  the  price  of 
capital,  but  you  can  not  make  it  work  for  that  price;  you  can  fix  the 

f>nce  of  labor,  but  you  can  not  make  it  work  for  that  price;  you  can 
orce  down  artificially  the  prices  of  raw  commodities,  but  you  can  not 
force  the  farmers  to  proauce  where  the  price  fails  to  oring  them 
earnings  that  they  can  secure  in  other  lines  of  endeavor. 

For  five  years  the  world  has  been  consuming  more  than  it  pro- 
'iced,  living  upon  its  capital  and  the  governments  of  the  world 
have  been  issuing  evidences  of  indebtedness  to  represent  the  wealth 
destroyed.  This  has  caused  world  inflation  of  prices,  which  neces- 
sitates a  price  far  above  prewar  levels. 

America  should  accept  the  opportunity  offered  to  her  of  world 
trade  and  furnish  to  the  people  of  the  world  material  to  enable  them 
to  rehabilitate.  The  accumulation  of  a  gold  reserve,  restrictions  of 
credit  and  deflation  of  prices  will  not  accomplish  this  result;  the 
situation  can  only  be  met  through  an  enormous  increase  in  pro- 
duction, and  an  enormous  increase  in  production  can  only  be  secured 
by  permitting  the  law  of  supply  and  demand  to  function,  and  based 
upon  the  law  of  supply  and  demand  and  the  changed  conditions 
above  alluded  to,  pnces  of  70  per  cent  and  above  as  based  upon 
prewar  prices  are  absolutely  necessary.  An  examination  of  the 
national  debts  of  the  world  should  convince  anyone  with  common 
sense  of  the  necessity  of  becoming  intensely  busy  and  bring  to  them 
a  reahzation  of  the  fact  that  the  time  has  at  last  arrived  when  we 
should  apply  the  science  of  construction  instead  of  the  science  of 
destruction. 

The  financial  standing  of  the  various  countries  of  the  world,  as 
shown  in  table  I  am  presenting,  plainly  demonstrates  the  facts  that 
the  world's  peace,  for  the  protection  of  the  financial  fabric  of  the 
vorld,  is  absolutely  necessary,  and  that  it  is  absolutely  necessary  that 
thepeople  of  our  Nation,  and  world-wide,  become  intensely  busy. 

We  can  only  meet  the  conditions  confronting  us  by  intense  com- 
mercial activity.  We  fought  the  World  War  for  the  purpose  of 
makii^  the  world  safe  for  democracy;  this  result  could  only  be 
accomplished  through  the  intense  activities  of  men.     There  was 
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never  a  greater  need  for.  agricultural  products  and  intense  com- 
mercial activity  world-wide  than  exists  to-day,  the  financial  stancUng 
of  the  countries  of  the  world  are  convmcing  proof  of  the  need  of  this 
and  convey  to  our  mind  as  a  matter  of  common  sense  that'  the  only 
way  that  this  situation  can  be  met  is  by  an  enormously  increased 
production,  and  not  by  limitation  of  production  through  artificial 
deflation,  as  had  been  tried.  America  has  the  greatest  opportunity  to 
secure  world's  supremacy  of  trade,  bring  to  her  people  great  and  last- 
ing prosperity,  and  to  secure  and  promote  permanent  peace  through 
commerce  that  has  ever  been  presented  to  any  nation  in  all  time. 

National  debts  of  the  worlds  19 IS  and  1920  (as  nearly  as  can  be  stated). 
[In  United  States  dollars,  reduced  at  normal  prewar  value  of  the  rejpective  countries.] 


Argentina 

Australia 

Australia  States 

Austria 

Belgium 

Bolivia 

Brazil 

Biitish  Columbia 
(not  herein  named^ 

British  West  Africa. 

British  We3t  Indies 

Bulgaria 

Canada , 

Ce\  Ion 

Chile , 

China 

Colombia 

Costa  Rica 

Cuba 

Czechoslovakia 

Denmark 

Dominican  Repub- 
lic  

Dutch  East  Indies., 

Ecuador , 

Egypt 

Finland 

France , 

PYench  colonies 

rtermany 

German  States 

German  colonies 

Greece 

Guatemala 

Haiti 

Honluras 

Hum»ary 

Iceland 


Prewar,  1913. 


1732,398,000 

80^753,000 

1,348,624,000 

2,152,490,000 

825,269,000 

19,369,000 

003,667,000 

65,000,000 
55,200,000 
29,100,000 
135,300,000 
544,391,000 
30,011,000 
207, 704, 000 
969,189,000 
24,234,000 
16,488,000 
67,620,000 


95,579,000 
13,218,000 


19,780,000 

459,153,000 

33,70  5,000 

6,34fi,129,000 

210,667,000 

1,194,052,000 

3,854,795,000 

32,410,000 

20 '.,640, 000 

17,577,000 

42,8t'>3,000 

121,2-^1,000 

1,731,350,000 

47,200,000 


Year  1920. 


$531,000,000 
1,950,000,000 
1,831,000,000 
16,807,000,000 
2,750,000.000 

^  2«,500;000 
1,223,000,000 

102,000,000 

63,000,000 

32,800,000 

2,158,000,000 

2,276,000,000 

27,100,000 

228,377,090 

1,53.1,575,000 

22,856,000 

20,254  000 

63,289,000 

7,000,000,000 

206,000,000 


Prewar,  1913.       Yc 


•1920. 


13, 

91, 

25 

4fiO; 

35. 

45,023, 

579, 

57,200, 

8,300, 

32, 

4f>^, 

!''»; 
23 
13li 
11,403, 
52, 


358,000  I 

871,000  ; 

756,000  I 

338,000  I 

700,000  I 

000,000  I 

711,000  i 

000,000 

000,000 

410.000 

367;  000 

230,000 

970,000 

771,000 

000,000 

600,000 


Tnlia,  British $1, 

Italy I  2, 

Jaoan 1, 

Jugoslavia 1. . , 

Latvia 

I/iberia | 

Lithuania , 

Luxemburg i 

Mexico 

Netherlands 

New  Zealand 

Newfoundland 

Nicaragua 

Norway 

Panama 

Paraguav 

Persia 

Peru 

Phi-ipnines 

Poland 

Portugal 

Rumania 

Russia 

Salvador 

Siam 

Smin 

Straits  Sett'oments . 

Swelen 

Switzerland 

Turlcev 

Union  South  Africa. 
United  Kingdom... 

United  States' 

UrUKuav 

V'enozue'a 


475,272,000 
921.153,000 
24i;997,000 


1,600,000 


Total 


2,091,000 

226,404,000 

461,649,000 

438,271,000 

27,450,000 

9,182,000 

97,215,000 

5,100 

12,751,000 


34,r.8,00O 
12,000,000 


947,1503,000 

316,693,r00 

537,861,000 

9,970,000 

27,799,000 
814,270  000 

33,627,000 
161,390,000 

23,614,000 
675,654,000 
573,415,000 

485,sis,ono 

028,5tH,000 
137,827,000 
35,051,000 


$2,310,000,000 

18,330,000,00^ 

1,300, 000,  OOP 

705,000,000 

I0,895.rw 

i,6s.5;fa» 

27, 000.  Of  fl 
8,S3l.(X« 

500,noo,onri 

l,O72,000,ftrt 

8S»i,875.W 

3o,0ft\Of 

1S,59  ,f"t 

250,000.01) 

".loi.nm^ 

13,515>10 

45,000.0^^ 

34.015.Hf*» 

20,470.*tl- 

9,500,000.0ft 

1,289, 646,  OOD 

4,loo,ooo.nnn 

25,000,000,000 

ll,09S'™ 

32,6ir..rt» 

2,374,00D,f>W 

57,424.0in 

ai0,000,f«r. 

350,000.0*1 

2.300,ono,nr>' 

7SO,7t»,'iOi 
37,9l0.flnn,n!)n 
24, 062,510.  w 

l^>4,3'^,i"> 


43, 10"\.  49'>,  000   297, 1107  «I9  ff>' 


^  Includes  moneys  due  from  foreign  Governments. 

Note.— Germany  figures  do  not  inelude  the  assessed  indemnity  of  $55,000,000,000,  and  ihe  rc^^t 
increased  obligations  incurred  by  France  or  Russia  are  not  inchided. 

As  nearly  as  can  be  stated  the  world's  debts  have  Increased  from  $43,103,495,000  in  1913  approximatcv 
to  IWD/0),030,000  in  1920,  or  over  600  per  cent. 

From  the  official  reports  of  the  Comptroller  of  the  Currency  and 
of  the  Federal  Reserve  Board  I  take  the  following  financial  state- 
ments from  June  30,  1920,  to  April  28,  1921,  a  10-month  period 
of  intense  deflation  in  credits  with  excessively  high  interest  rates. 

On  June  30,  1920,  the  total  loans  and  discounte  of  the  national 
banks  in  the  United  States  stood  at  $12,396,900,000,  and  by  April 
28,  1921,  they  had  been  restricted  to  $11,367,074,000,  a  loss"  in  the 
credit  machinery  of  the  Federal  reserve  banking  system  of  $1,029,- 
826,000  in  the  short  space  of  10  months.  The  total  deposits  in 
national  banks  on  June  30,  1920,  were  $17,155,421,000,  and  bv 
April  28,  1921,  these  had  been  reduced  to  $14,851,859,000,  a  lo^ 
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in  deposits  within  that  psriod  of  $2,303,582,000.  During  the  same 
time  the  currency  of  the  Nation  was  contracted  $460,000,000,  which 
makes  a  grand  total  deflation  in  the  financial  resources  of  the  Nation 
of  $3,733,418,000,  or  $37  per  capita. 

The  Comptroller  of  the  Currency  stated  on  August  2  that  the 
Federal  reserve  banks  could  now  issue  $2,692,000,000  of  additional 
Federal  reserve  notes,  or  grant  $3,076,869,000  of  additional  de- 
posit credits,  and  still  maintain  the  legal  gold  reserve  basis  of  40 
per  cent.  These  figures  from  the  comptroller's  office  prove  that 
while  the  per  capita  circulation,  based  upon  the  gold  reserve,  was 
decreased  $460,000,000  in  the  past  12  months,  that  the  gold  re- 
serve actually  increased  $502,472,000. 

Per  capita  circulation,  as  is  startlin^ly  illustrated  above,  does 
not  mean  the  actual  money  in  ctrculation,  as  a  great  amount  of 
said  per  capita  circulation  may  be  locked  up  and  hoarded  by  those 
who  are  assisting  in  the  deflation  policy.  However,  it  is  amazing 
to  reaUze  the  fearful  contraction  of  per  capita  circulation  in  the 
United  States  as  compared  with  the  other  leading  financial  coun- 
tries, as  follows: 

Per  capita 
United  States:  circulation. 

June  30,  1914 |34.  35 

June  30,  1921 53. 42 

Showing  an  increase  of  $19.07  per  capita  circulation. 
Great  Britain: 

June  30,  1914 19.  46 

June  6,  1921 45.  53 

Showing  an  increase  of  $26.07  per  capita  circulation. 
France: 

June  30,  1914 61.  17 

June  30^  1921 185. 19 

Showing  an  increase  of  $124.02  per  capita  circulation. 
Germany: 

June  30,  1914 20.  03 

July  7,  1921 368.62 

Showing  an  increase  of  $348.59  per  capita  circulation. 
lUly: 

June  30,  1914 15.  25 

May  31,  1921 106.08 

Showing  an  increase  of  $90.83  per  capita  circulation. 

The  increased  per  capita  circulation  shown  in  the  Unite  J  States  is 
not  only  entirely  out  oi  line  in  this  proportion  with  the  increase  per 
capita  circulation  shiwn  in  th3  above  countries,  but,  in  addition,  to 
this  it  fails  to  show  the  increase  p:^r  capita  circulation  necessary  base  1 
upon  the  enormous  cost  of  the  Worl  I  War  to  America.  We  largely 
financed  the  World  War,  neces^tating  inflation  for  years,  instead  of 
drastic  artificial  deflation,  as  has  been  so  severely  enforced  during 
thepast  year. 

While  the  fiorures  show  an  apparent  increase  in  the  per  capita  circu- 
lation in  the  United  States  oi  S10.07  over  the  circulation  of  1914,  it 
does  not  mean  that  this  amount  is  in  actual  circulation.  As  a  matter 
of  fact,  deflation  in  the  currency,  contraction  in  credit  resources,  and 
loss  in  deposits  during  the  past  12  months,  amounted  t6  $37  per 
capita,  which  makes  tne  available  financial  resources  of  the  people 
at  this  time  far  less  than  they  were  in  1914. 

The  following  interest  table  shows  the  rediscount  interest  rates 
chained  by  regional  reserve  banks  from  the  time  the  system  began 
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operation  in  1915  to  1921.  The  lowest  rates  are  on  30-day  paper, 
tne  next  highest  of  60  to  90-day  paper,  and  the  highest  on  four  to  six 
months  agncultural  loans. 


July  1, 1915, 
July  1, 1916. 
July  1, 1917. 
July  1, 1918. 
July  1, 1919. 
July  1, 1920. 
July  1, 1921. 


todays. 


Percent. 

4 


60  days. 


,.  U 


numtltt. 


Percent. 

4 
4 
4 


PercaU. 


7 


From  these  rediscount  figures  it  is  quite  evident  that  the  interest 
rates  of  the  system  are  lowest  during  periods  of  the  greatest  pros- 
perity in  business,  while  maximum  and  usurious  rates  of  interest 
were  charged  in  a  period  of  the  greatest  adversity  of  the  people- 
As  an  evidence  of  the  application  of  unjust  and  usurious  rediscount 
interest  rates  to  the  largest  territoiy  of  the  cotton  belt,  the  regional 
reserve  banks  at  Atlanta,  Dallas,  St.  Louis  and  Kansas  City  were 
directed  and  forced  by  the  Federal  Reserve  Board  to  put  on  a  high 
progressive  rediscount  interest  rate  running  from  15  to  25  per  cent, 
and  higher,  which  was  not  applied  by  any  other  regional  reserve 
banks  m  the  United  States. 

It  is  reported  by  reliable  authorities  that  the  records  of  the  follow- 
ing regional  reserve  banks  show  the  net  earnings  stated  below,  during 
the  past  12  months: 

Percent 

Boston 120 

New  York 203 

Philadelphia 121 

Cleveland HO 

Richmond US 

Atlanta 151 

Chicago 178 

St.  Louis 121 

Minneapolis 112 

Dallas,  Kansas  City,  and  San  Francisco,  likewise,  are  reported  as 
earning  above  100  per  cent. 

While  farmers  were  told  to  sell  and  take  their  losses,  the  same 
system  which  enforced  drastic  artificial  deflation  was  piling  up 
illegal  and  unrighteous  profits.  Any  financial  system  operating 
under  the  laws  ot  any  country  which  is  permitted  to  so  unrignteouslv 
take  advantage  of  the  suffering  needs  and  helplessness  of  the  people, 
is  not  justified  by  any  rule  of  right  in  modem  civilization. 

The  investment  in  American  agriculture  amounts  to  about  $80,- 
000,000,000.  It  is  the  greatest  asset  of  the  Nation.  If  the  farmers 
of  the  United  States  should  decide  to  go  into  another  business,  if  they 
should  seU  all  of  their  live  stock  and  crops,  for  just  one  year,  they 
would  have  enough  to  buy  all  the  railroads  of  the  Nation,  with  all  of 
the  rolling  stock  and  other  equipment.  If  they  were  also  to  sell  all 
of  their  lands,  along  with  their  live  stock  and  crops,  they  could  buy 
all  the  railroads,  all  the  manufacturing  establishemnts  now  on  recora. 
all  of  the  mines,  and  all  of  the  forests.  It  would  indeed  be  about  an 
even  trade  between  the  farm  property  and  all  otJiier  productive  prop- 
(^rty  in  the  United  States,  except  the  purely  mercantile  establislunents. 
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And  jet,  strange  to  sav,  America  is  the  only  country  recognized  as 
a  banking  country  that  has  not  a  representative  of  agriculture  upon 
the  board.  The  Bank  of  England,  the  world^sgreatest  banking  insti- 
tution, has  only  one  banker  on  the  board.  Tlie  commercial  side  is 
represented;  the  different  divisions  are  represented.  The  same  con- 
dition exists  in  Germany,  in  France,  and  in  Italy.  In  America,  with 
her  great  a^icultural  interests,  the  greatest  industry  in  the  world, 
the  act  specifically  states: 

A  Federal  Reserve  Board  is  hereby  created  which  shall  consist  of  seven  members, 
including  the  Secretary  of  the  Treasury  and  the  Comptroller  of  the  Currency,  who 
shall  be  members  ex  officio,  and  five  members  appointed  by  the  President  of  the 
United  States,  by  and  with  the  advice  and  consent  of  the  Senate.  In  selecting  the 
five  appointive  members  of  the  Federal  Reserve  B(Mird,  not  more  than  one  of  whom 
8haU  De  selected  from  any  one  Federal  reserve  district,  the  President  shall  have  due 
ro^ard  to  a  fair  representation  of  the  different  commercial,  industrial,  and  geographical 
di\'ifiion8  of  the  country. 

But  what  do  we  find?  I  fail  to  find  the  representatives  of  the 
different  industrial  and  geographical  divisions  of  the  country. 

The  Chairman.  Who  is  responsible  for  that  ? 

Mr.  Wannamaker.  Mr.  Chairman,  I  am  not  trying  to  place  the 
responsibility;  I  am  trying  to  show  you  conditions.  I  thint  that 
would  be  for  you  to  find,  if  you  think  it  is  necessary.  I  am  just 
telling  you  conditions  as  I  find  them.  In  these  other  countries  the 
industries,  agriculture,  and  commerce  are  represented,  but  on  this 
board  the  provision  is  plainly  ignored. 

The  Chairman.  What  I  am  getting  at  is  this:  We  have  that  pro- 
vision of  law  requiring  them  to  be  selected  in  that  manner 

Representative  Ten  Eyck.  Undoubtedly  the  President  and  the 
Senate  appointed  them  jointly.  There  is  no  need  of  trying  to  escape 
that.  Tne  Senate  is  equally  at  fault  with  the  President,  if  there  is  a 
fault. 

Mr.  Wannamaker.  I  do  not  mind  speaking  out.  I  am  a  Demo- 
crat.   I  say  the  President  is  at  fault. 

Representative  Ten  Eyck.  The  Senate  is  just  as  much  at  fault  as 
the  Iresident  in  confirming  them. 

Mr.  Wannamaker.  Yes,  sir.  Now,  the  Federal  Reserve  Board  is 
composed  of  five  members  with  these  two  ex  officio  members.  I  find 
that  when  you  go  to  chaise  a  freight  rate  you  have  a  public  hearing. 
I  find  that  the  United  States  Supreme  tJourt  has  public  hearings. 
And  yet  here  is  something  that  is  going  to  affect  the  lives  of  practi- 
cally the  entire  people  of  this  Nation,  through  the  contraction  of  the 
currency,  through  restrictions  of  credits,  tteough  the  raising  of  the 
rediscount  rate,  and  yet  that  is  going  to  be  decided  without  giving 
due  notice  and  consideration.  Based  upon  that,  if  we  had  had 
notice  that  there  was  going  to  be  a  contraction  of  the  currency  and 
of  credits,  that  there  was  going  to  be  a  raising  of  those  rates,  we  could 
have  been  prepared  to  meet  it. 

I  want  to  offer  for  your  serious  consideration,  Mr.  Chairman,  a 
few  suj^estions,  based  upon  the  operation  of  the  leading  financial 
countries  which  have  stood  the  test  of  time.  Based  upon  the  con- 
ception I  have  of  the  Federal  reserve  system  as  a  tine  piece  of 
tnachinerv,  I  think  it  would  be  a  calamity  to  try  to  substitute  it,  but 
I  think  tnere  is  room  for  correcting  some  evils  in  connection  with  it. 
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Long  years  of  experience  in  the  most  advanced  agricultural  coun- 
tries of  Europe  have  clearly  demonstrated  that  the  entire  system  of 
commercial  banking  fails  to  meet  the  requirements  of  the  farmers. 
Commercial  banking  has  been  built  up  on  short-time  loans  and  quick 
turnovers.  The  farmers  can  only  make  and  turn  over  their  crops 
once  a  year.  Loans  to  farmers  should  be  divorced  from  the  commer- 
cial banking  methods  and  should  run  from  six  months  to  one  year  in 
the  cotton  belt  and  from  six  months  to  three  years  in  the  grain  and 
live-stock  sections.  The  interest  rate  should  be  made  as  low  as 
possible. 

The  farmers  require  special  legislation  in  regard  to  these  matt^^, 
not  because  of  any  need  for  paternalism,  but  oecause  of  the  nature 
of  the  avocation.  The  experience  of  the  past  12  months  demon- 
strates quite  clearly  that  laws  should  be  inaugurated  which  would 
absolutely  prohibit  those  in  control  of  the  Federal  reserve  banking 
system  from  putting  into  effect  and  force  any  kind  of  policy  oi 
deflation  affecting  the  market  values  of  staple  farm  products  between 
the  time  of  planting  and  the  marketing  of  such  crops.  There  should 
also  be  legal  provisions  made  requiring  a  more  general  publicity  of 
any  decided  cnange  in  the  policy  of  the  Federal  Reserve  Board  with 
reference  to  restrictions  of  credits,  contraction  of  currency,  or  raising 
of  rediscount  interest  rates.  The  financial  machinery  for  American 
farmers,  as  applied  by  the  Federal  reserve  banking  system,  is  inade- 
quate to  meet  their  needs. 

I  believe  in  the  financial  principle  underlying  the  Federal  reaerre 
system.  I  believe  that,  as  originally  proposed,  the  contemplated 
facilitation  of  sound  financiering,  it  would  be  of  inestimable  advantage 
to  all  productive  elements  in  tiie  United  States.  I  am  convinc^, 
however,  that  in  demonstration  the  act  has  been  diverted  from  its 
original  purposes.  After  several  years*  experience  with  the  act,  I  am 
convinced  tnat  the  act  itself  can  properlv  stand  no  substitutes,  but 
that  it  should  be  amended  so  as  to  cure  the  abuses  and  defects  which 
have  appeared. 

We  have  two  things  to  consider,  therefore:  Firfet,  the  personnel  of 
the  board,  and  Second,  the  limitation  of  the  power  of  the  board. 

In  regard  to  the  first,  the  act  itlself  clearly  shows  that  it  was  in- 
tended to  have  representatives  of  commerce  and  industry  on  the 
board.  A  proper  scheme  would  be  to  enlarge  the  board  so  as  to  have 
it  embrace  one  representative  from  each  of  the  12  regional  districts. 
These  representatives  should  be  selected  by  the  respective  reg^ons^ 
and  not  more  than  two  or  three,  if  any,  of  them  should  be  primarily 
bankers.  The  selections  from  each  region  should  be  subject  to  the 
approval  of  the  President  and  the  confirmation  of  the  Sienate.  In 
other  words,  the  Government  must  have  some  control  over  the  mem- 
bership of  the  board,  or  the  board  might  put  into  eflFect  policies 
which  would  be  totally  unattuned  to  the  general  poUcy  of  the  aominis- 
tration.  It  might  be  well  to  have  the  Secretary  of  the  Treasury 
ex  officio  as  a  member  of  the  board,  and  the  governor  appointed  by 
the  President,  irrespective  of  the  locality  from  whence  he  comes. 

I  believe  there  should  be  a  carefully  selected  advisory  board,  repre- 
sentative of  the  various  departments  of  a^culture,  conmierce,  and 
industry  throughout  the  Nation,  this  advisory  board  to  be  selected 
in  the  same  manner  as  the  regular  board,  with  a  representative  from 
each  regional  district,  it  being  the  duty  of  this  advisory  board  to 
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confer  wUh  the  regular  board  regarding  any  change  in  the  policy  of 
the  system  affecting  the  business  interests  of  the  people. 

Representative  Funk.  Would  not  that  division  of  responsibility 
make  it  rather  cumbersome  ? 

Mr.  Wannamaker.  It  is  open  to  that  objection,  except  for  this: 
I  frequently  find  that  they  give  public  hearings  on  freight  rates,  with 
representatives  present  from  various  sections  of  the  Nation.  I  find 
that  they  give  public  hearings  in  the  courts  and  summons  great 
numbers  of  witnesses.  I  am  trying  to  avoid  all  that;  I  am  trying 
to  get  representation  there  from  the  different  lines  of  industry. 

Representative  Funk.  There  is  an  advisory  board  now;  the  Federal 
reserve  act  provides  for  an  advisory  board. 

Mr.  Wannamaker.  Yes,  sir;  that  i^  what  I  am  trying  to  carry  out. 

The  Chairman.  How  often  do  you  suppose  the  question  of  the 
increasing  or  decreasingrates  is considerea t 

Mr.  Wannamaker.  Well,  now,  Mr.  Chairman^  that  would  depend 
very  largely  upon  conditions.  I  think  that  right  now  there  is  a 
difference  of  thought  among  men  in  America.  A^d  if  you  gentlemen 
to-day,  in  your  wisdom  would  recommend,  for  the  purpose  of  extend- 
ing immediate  relief  for  all  these  conditions — if  you  would  recom- 
mend a  lowering  of  the  rediscount  rate  on  Liberty  bonds  to  3^  or  4 
per  cent  and  on  agricultural  and  commercial  paper  4  to  4^  per  cent, 
you  would  immediately  restore  confidence,  reople  would  decide 
that  the  Federal  Reserve  Board  was  through  with  its  drastic  defla- 
tion policy,  that  conditions  were  now  safe,  and  it  was  time  to  reenter 
the  market. 

If  you  fail  to  do  something  to  relieve  the  temporary  condition 
which  confronts  us  to-day  there  can  be  but  one  result,  and  that  is 
that  conditions  are  growing  worse  and  people  are  going  bankrupt 
oyer  the  West  and  South  and  every  other  section.  They  can  not 
dispose  of  their  products;  they  can  not  get  any  buyers.  1  find  that 
when  we  have  prosperity  in  this  country  the  mterest  rates  are  very 
low  and  that  tne  amount  of  bankruptcy  is  very  small.  I  find  that 
when  the  Federal  Reserve  Board  interest  rate  was  the  lowest  the 
prosperity  was  greatest. 

I  nave  shown  you  that  as  a  result  of  these  high  interest  rates  the 
Boston  Federal  Reserve  Bank  during  the  past  12  months  made  120 
pr  cent;  New  York,  203  per  cent;  Philadelphia,  121  per  cent;  Cleve- 
land, 110  per  cent;  Richmond,  118  per  cent;  Atlanta,  151  per  cent; 
Chicago,  178  per  cent;  St.  Louis,  121  per  cent;  and  Minneapolis,  112 

Cer  cent.  I  nnd  that  during  the  time  those  earnings  were  made  we 
ad  great  stress  in  America;  in  other  words,  the  people  were  not 
able  to  pay  debts.  I  find  that  as  a  result  of  that  the  oonds  which 
were  sold  all  over  ^imerica  have  largely  passed  out  of  the  hands  of  the 
small  bondholders.  Their  price  has  gone  down  to  about  85;  the 
interest  rate  being  higher  than  what  they  were  paying,  naturally 
ran  them  down.     They  are  going  into  the  centers  ol  wealth. 

In  addition  to  that,  I  find  that  as  a  result  of  these  conditions  the 
bankers  have  largely  been  forced  to  work  at  no  profit  whatever; 
they  do  well  if  they  break  even.  I  find  that  as  a  result  of  these  con- 
ditions a  great  number  of  these  staple  crops  are  nonliquid;  there  is 
no  market  for  them. 

The  Chairman.  You  speak  of  temporary  relief.  How  long  would 
you  have  this  interest  rate  of  3i  to  4^  per  cent  continile  ? 
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Mr.  Wannamaker.  Mr.  Chairman,  I  will  say  to  you  in  aU  candor 
that  I  worked  for  the  Federal  reserve  act,  and  I  never  understood 
it  was  going  to  be  a  profit-earning  institution.  I  find  that  through 
all  times  prosperity  goes  hand  ih  hand  with  low  interest  rates.  I 
find  that  hDeral  credit  is  necessary  to  it.  I  find  that  a  high  interest 
rate  universally  brings  poverty  and  misery  and  results  in  nonad- 
vancement  of  civilization  and  commerce.  1  find  that  from  the  very 
earliest  record  where  I  can  find  any  record  whatever.  That  rat^ 
will  go  right  back  to  the  point  where  it  was  in  1915  to  1916.  In  191S 
it  was  from  4  per  cent,  for  short  term  paper,  to  4i  and  5  per  cent; 
in  1916,  3i,  4  and  5;  1917,  3i,  4  and  5;  1918,  4^,  4^,  5^;  1919,  4,  4f, 
5i;  1920,  5i,  6  and  7;  1921,  6,  6,  6 J,  Now,  on  top  of  that,  here  is 
another  matter.  The  bankers-  in  agricultural  sections  have  been 
forced  to  put  up  additional  collateral  under  these  conditions.  They 
have  put  up  the  equivalent  of  two  for  one  to  secure  the  paper  they 
rediscount. 

The  Federal  reserve  banking  system  should  be  regarded  in  the 
light  of  a  great  governmental  financial  servant  of  the  people,  and  not 
the  people  as  helpless  servants  of  the  system. 

Any  change  of  the  railway  rates  of  the  country  is  given  due  and 
public  consiaeration  by  all  parties  interested,  the  railroads,  the  Gov- 
ernment and  the  various  lines  of  industry  aflfected,  before  any  definite 
policy  is  changed. 

We  then  come  to  the  question  of  power.  The  problem  is  to  devise 
the  manner  in  which  that  authority  is  to  be  used,  rather  than  in 
eliminating  the  authority  itself.  To  illustrate:  Let  it  be  provided 
that,  since  a  change  in  rediscount  rates  changes  the  status  of  each 
and  every  investment  in  the  United  States,  and  is  a  more  vital  thing 
than  the  transportation  rate  or  a  supreme  court  decision,  no  chance 
in  the  rediscount  rate  should  be  permitted  until  the  regional  banKs 
intending  to  make  such  change  shall  have  given  formal  notice  to  all 
banks  in  the  territory  affected,  and  to  the  public  by  advertisement, 
that  it  is  considering  making  such  change  and  will  hold  public  hearings 
on  a  specified  date. 

These  hearings  shall  be  held  before  the  regional  board.  The  action 
of  this  regional  board  should  then  be  subject  to  approval  by  the 
Federal  Reserve  Board  itself.  If  it  be  argued  that  this  would  cause 
delay,  the  answer  is  that  delay  is  what  we  want,  so  as  to  give  the 
people  time  to  adjust  their  affairs  and  meet  the  changed  conditions. 

Tne  Federal  Reserve  Board,  having  in  their  power  the  most  vital 
departments  of  the  entire  population's  machinery  for  conducting 
business,  even  formulating  policies  which,  in  a  lew  months,  can 
stagnate  markets,  paralyze  business  and  brine  wreck  and  ruin  to 
thousands  of  innocent  suflFerers,  should  have  all  important  matters 
such  as  the  restriction  of  currency  and  changing  of  rediscount  rates 
submitted  to  the  entire  board,  mcluding  the  advisory  board,  the 
adoption  of  all  changed  policies  being  dependent  upon  the  action  of 
the  Doard  composed  as  outlined  above. 

The  present  personnel  of  the  Federal  Reserve  Board  does  not  con- 
stitute a  constituent  representative  body  of  men  versed  in  the  various 
commercial  and  industrial  activities  of  the  Nation.  Such  autocratic 
powers  in  the  hands  of  a  small  board,  without  representation  of  our 
various  commercial  and  industrial  lines,  should  not  be  permitted 
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under  a  democratic  form  of  Grovemment  subservient  to  the  will  of 
the  people. 

Bank  credits  and  cuirency  should  be  based  upon  the  local  require- 
ments of  business  activities  and  the  aggregate  amount  of  wealth  each 
year  created  in  agriculture  and  industry.  Increased  production  of 
crops  and  increased  expansion  of  trade  call  for  a  corresponding  ex- 
pansion in  credits  and  currency,  not  contraction  of  these  supreme 
elements  in  the  arteries  of  our  business  affairs. 

The  agricultural  conditions  which  you  are  investigating  to-dav  are 
convincing  proof  of  the  necessity  of  the  changes  as  outlined  above. 
The  unfortunate  adoption  of  the  policy  of  contraction  in  credits  and 
currency  during  the  past  12  months  has  caused  the  Nation's  agri- 
culture and  commerce  to  suffer  losses  estimated  at  $8,000,000,000  on 
agriculture  and  $17,000,000,000  on  commerce,  comparing  the  prices 
to-day  with  the  prices  one  year  ago.  Deflation  in  market  values  of 
products  and  commodities  should  be  slow,  and,  as  far  as  possible, 
should  have  been  uniform.  Deflation  in  prices  should  at  least  have 
been  carried  through  as  many  years  as  the  mflation  period  and  should 
have  been  based  upon  the  law  of  supply  and  demand.  The  people 
should  have  been  given  an  opportunity  to  have  adjusted  their  business 
to  meet  the  changes  that  nad  been  found  necessary.  To  knock  a 
scaffold  from  under  a  man  without  warning  is  to  precipitate  him  to  the 
ground  with  broken  limbs  and  probably  Toss  of  life.  To  permit  him 
to  come  down  on  the  regular  rounds  of  the  ladder,  one  round  at  a 
time,  would  be  the  onlv  sensible  course. 

I  offer  for  the  consideration  of  your  commission  the  above  sugges- 
tions. If  your  commission  will  prepare  a  bill  outlining  the  ciDove 
changes  and  have  the  same  introduced  in  both  the  House  and  the 
Senate,  first,  to  enlarge  the  Federal  Reserve  Board  and  make  it  more 
thoroughly  representative  of  business  and  commerce  in  all  of  its 
branches;  and,  second,  to  prescribe  the  methods  to  be  used  when  the 
board  undertakes  to  change  the  rate  of  discount  or  to  contract  the 
ciurency,  either  of  which  changes  the  status  of  every  debt  and  every 
investment  in  the  country;  this  bill  to  provide  for  one  representative 
on  the  reserve  board  from  each  of  the  12  regional  districts,  also  one 
representative  on  the  advisory  board  from  each  of  the  regional  dis- 
tricts, representing  not  only  the  btoking,  but  the  various  lines  of 
industry,  including  agriculture,  and  reguuing  hearings,  as  outlined 
above,  m  advance  of  any  change  in  rediscount  rates  or  any  contrac- 
tion of  the  currency;  a  bill  such  as  this,  with  your  indorsement,  I  feel 
sure  would  be  enactied  into  law  and  would  bring  permanent  relief  to 
the  distressing  financial  conditions  and  would  cure  the  defects  in  the 
present  system;  and  with  amendments  to  the  present  banking  act, 
providing  for  the  necessary  changes  in  rediscounts,  so  as  to  meet  the 
needs  and  requirements  of  agricmture,  as  outUned  above,  will  furnish 
an  ideal  banldng  system.  Had  the  Federal  Reserve  Board  been 
operated  under  a  law  with  the  powers  of  the  board  as  outUned  above, 
the  distressing  financial  conditions  forced  upon  the  agriculture  and 
conmierce  of  tne  Nation  existing  to-day  woiud  have  never  occurred. 

The  Chairman.  Mr.  Wannamaker,  do  you  regard  the  Federal 
Reserve  Board  as  a  governmental  institution  or  as  a  private  insti- 
tution such  as  the  F^eral  reserve  banks  are? 
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Mr.  Wannamaker.  I  regard  the  Federal  Reserve  Board  as  abso- 
lutely a  central  bank,  with  branches,  which  is  in  direct  conflict  with 
my  understanding  of  the  act 

The  Chairman.  You  do  not  regard  the  Federal  Reserve  Board 
then  as  a  governmental  institution  ? 

Mr.  Wannamaker.  No,  sir;  I  do  not  believe  that  the  Government 
of  the  United  States  intended  iar  would  permit  autocratic  rule.  And 
I  think  it  is  absolutely  autocratic. 

The  Chairman.  How  can  a  board,  with  solely  supervisory  powers, 
appointed  by  the  President  of  the  United  States  and  confirmed  by 
tne  Senate,  be  otherwise  than  a  governmental  institution? 

Mr.  Wannamaker.  I  think  it  should  be  a  governmental  institu- 
tion, but  I  think  it  should  be  in  the  form  of  a  democracy  with  repre- 
sentation on  the  board  for  the  diflFerent  geographical  divisions  and 
the  diflFerent  lines  of  industry.  Aside  from  that,  I  think  that  unless 
we  adopt  that  provision  the  system  itself  will  not  stand  the  test,  but 
will  go  down  just  like  previous  attempts  to  institute  machinery  for 
financing  in  America. 

The  CSiAiRMAN.  If  it  is  a  governmental  institution,  the  Constitu- 
tion itself  provides  as  to  how  the  appointments  shall  be  made,  and  I 
do  not  see  any  way  out  of  it. 

Mr.  Wannamaker.  You  sav  the  Constitution  provides  it  ? 

The  Chairman.  I  think  it  aoes. 

Mr.  Wannamaker.  Which  constitution  do  you  mean  ? 

The  Chairman.  The  Constitution  of  the  United  States.  If  it  is 
not  a  governmental  institution,  if  it  is  but  an  instrumentality  of  the 
Federal  reserve  banks,  as  private  corporations,  or  of  the  member 
banks,  then  I  assume  you  can  provide  for  the  election  of  the  members 
of  the  board  from  the  member  banks  or  from  the  Federal  reserve 
banks  or  any  other  way  you  see.  As  long  as  you  expect  to  maintain 
a  supervisory  board  here  in  Washington,  representing  the  Grovem- 
ment,  for  the  purpose  of  regulation,  control,  and  supervision — I  will 
not  say  regulation  and  control,  but  for  supervision  of  the  Federal 
reserve  banks — ^you  have  to  preserve  that  governmental  character 
by  appointments  by  the  Prtosiaent,  it  seems  to  me. 

Mr.  Wannamaker.  Mr.  Chairman,  as  I  understand,  the  law  creat- 
ing the  Federal  Reserve  Board  is  subject  to  amendment,  provided, 
of  course,  the  amendment  does  not  come  in  conflict  with  the  Con- 
stitution. I  think  the  Federal  reserve  banking  system  shoidd  be 
regarded  in  the  light  of  a  great  governmental  servant  of  the  people, 
and  not  the  people  as  helpless  servants  of  the  system.  I  think  this 
change  reconmaended  here  will  popularize  it.  I  think  the  Federal 
reserve  system  will  be  able  to  function  if  the  banks  will  all  come  into 
the  sjTstem.  Unless  these  changes  are  made  and  you  have  repre- 
sentation of  agriculture  and  the  different  lines  of  industry,  as  was 
originally  intended,  I  do  not  think  it  will  be  possible  for  the  Federal 
reserve  system  to  go  on  and  perform  the  service  it  should. 

Representative  Funk.  But,  Mr.  Wannamaker,  you  can  not  provide 
for  representation  of  different  industries  or  lines  of  business  by  an 
election. 

Mr.  Wannamaker.  No,  sir;  I  do  not  provide  for  that. 

Representative  Funk.  You  make  a  double-headed  suggestion 
there — that  there  be  12  directors,  one  elected  from  each  reserve  bank 
district,  and  that  they  shall  represent  various  industries. 
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Mr.  Wannamaker.  Do  you  understand  that  to  mean  that  they 
should  be  elected,  sir?  I  would  not  recommend  that  imder  any 
conditions. 

Representative  Funk.  That  is  the  way  I  understood  you. 

Mr.  Wannamaker.  No,  sir:  that  would  be  a  great  mistake.  My 
idea  would  be  to  elect  them  just  like  we  elect  the  Keserve  Board  now. 

Representative  Funk.  Well,  we  elect  them  by  the  votes  of  the 
member  banks.  How  could  you  elect  a  Federal  Keserve  Board,  one 
member  from  each  district,  so  that  every  important  industry  shall 
be  represented  ? 

Mr.  Wannamaker.  All  right,  sir,  we  will  work  that  out.  They  are 
elected  by  the  member  banks,  subject,  of  course,  to  the  approval  of 
the  President  and  the  Senate.  Now,  in  the  agricultural  sections  of 
the  country  those  banks  are  most?  assuredly  in  sympathy  with  agri- 
culture. 

Representative  Funk.  That  would  be  a  very  probable  result,  but, 
Tou  could  hardly  provide  by  law  that  these  six  or  eight  leading 
industries  should  be  represented. 

Mr.  Wannamaker.  The  Federal  reserve  act  provides  that  they 
shall  be  represented,  and  none  of  them  are  represented. 

Representative  Funk.  But  that  puts  the  duty  upon  the  President, 
and  it  is  not  the  result  of  an  election  that  can  not  oe  foretold. 

Mr.  Wannamaker.  Here  was  my  idea,  Mr.  Funk,  in  connection 
with  that 

Representative  Funk.  I  do  not  want  to  get  into  an  argument  with 
you.  I  do  not  think  it  is  important,  but  we  can  not  do  that  by  an 
^ele^^tion. 

Mr.  Wannamaker.  Here  is  the  idea  that  I  am  trying  to  lead  up  to. 
I  am  trying  to  be  perfectly  frank  in  this  matter.  It  is  my  honest, 
sincere  conviction  to-day,  after  having  served  as  president  of  our 
State  Bankers'  Association  and  having  been  a  banker  for  35  years, 
that  Wall  Street  has  entirely  too  much  influence  with  the  Federal 
T^erve  system,  and  the  sooner  Wall  Street  and  the  Federal  reserve 
system  divorce  relations  the  better  off  this  country  will  be.  I  say 
that  with  all  due  respect  to  Wall  Street.  I  have  some  good  friends  in 
Wall  Street,  but  unaer  this  democratic  form  of  government  if  money 
interests  are  going  to  provide  the  financial  machmery  of  this  country, 
-^ntlemen,  it  will  not  operate  under  the  conditions  we  have  in 
America. 

I  learned  through  the  most  reliable  sources  that  high  officials  of  the 
Federal  Reserve  Board,  in  urging  the  passage  oi  the  act  giving 
authority  to  charge  the  progressive  rate,  stated  that  the  authority 
to  charge  this  rate  was  desired  for  the  purpose  of  using  the  progres- 
sive rate  in  New  York  and  Chicago  to  prevent  speculation;  yet,  strange 
to  say,  the  progressive  rate  was  never  imposed  against  any  regional 
reserve  district  except  the  regional  reserve  districts  in  tlie  agricul- 
tural sections;  that  is,  all  of  the  regional  reserve  districts  m  the 
South  except  one,  that  district  using  the  progressive  rate  in  require- 
ment of  collateral  security,  which  mdirectly  had  almost  the  same 
effect.     In  other  words,  as  result  of  the  exercise  of  the  authority 

fiven  in  this  act,  the  agricultural  sections  were  penalized.  The 
anks  in  the  agricultural  sections,  in  a  desperate  effort  to  protect 
thrir  customers  by  securing  financial  assistance  for  them  tor  the 
purpose  of  carrying  their  products  until  they  could  find  a  market  for 
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same,  were  forced  to  pay  penalties,  while  the  speculators  in  the  great 
commercial  centers,  tnrough  the  member  banks  doing  business  with 
the  Federal  reserve  bank  in  said  districts,  were  enabled  to  secure 
finances  without  imposition  of  the  progressive  rate  at  the  very  lowest 
prevailing  rate  of  discount  for  tne  purpose  of  speculating.  The 
propaganda  being  sent  out  and  the  deflation  policy  offered  an  ideal 
opportunity  to  the  bear  speculator;  he  realizea  that  prices  were  com- 
pelled to  continue  to  fall  as  long  as  this  policy  was  maintained.  It 
is  a  travesty  on  justice  when  no  JFederal  reserve  bank  of  any  Federal 
reserve  district  can  change  the  rate  of  rediscount  charged  to  member 
banks  in  said  district  unless  said  change  is  approved  oy  the  Federal 
Reserve  Board  in  Washington,  still  the  rate  on  call  money  in  New 
York  is  named  each  day  by  a  special  committee  from  the  New  York 
Stock  Exchange.  It  is  conceded*  that  the  rate  of  discount  affects 
prices,  thus  placing  in  the  hands  of  the  board  in  Washington  the 
authority  to  name  the  rate  of  discount,  places  in  their  hands  the 
power  by  their  acts  to  aflfect  every  debt,  every  investment,  and  the 
price  of  all  commodities.  The  Federal  Reserve  Bank  in  New  York 
rediscounts  with  the  Federal  reserve  districts  loans  for  their-member 
banks  at  the  rate  confirmed  by  the  Federtd  Reserve  Board  in  Wash- 
ington, yet  they  charge  these  customers  for  call  money  the  rate 
named  by  the  special  committee  each  day  from  the  stock  exchange. 
The  rates  as  named,  of  course,  have  a  material  bearing  upon  the  busi- 
ness of  the  entire  Nation.  In  other  words,  the  rate  of  rediscount  to 
be  charged  by  the  Federal  reserve  districts  on  all  paper,  including 
agricultural  paper,  is  named  only  as  result  of  the  action  of  the  Fed- 
eral Reserve  Board  in  Washington.  The  board  in  Washington  is  not 
composed  of  representatives  from  the  various  lines  of  industry,  as 
stipulated  in  the  law,  agriculture  having  no  representative,  nor  any 
of  the  other  important  mdustries;  therefore,  this  rate  is  named  b^^  a 
board  without  representation;  whereas  the  rate  of  call  money  in  New 
York  is  named  by  a  board  selected  by  the  stock  exchange,  not  being 
goverened  by  any  special  provision  or  act.  I  ui^e  that  this  com- 
mission give  the  most  careful  thought  and  consideration  to  the  neces- 
sary legislation  to  govern  the  naming  of  the  rate  of  call  money  in 
New  York,  not  permitting  such  power  to  be  retained  and  executed 
under  a  special  committee  named  by  the  Stock  Exchange  of  New 
York.  Frequently  during  the  very  tightest  times  during  the  debacle 
through  which  we  have  passed,  the  member  banks  of  the  Federal 
reserve  district  of  New  York  secured  enormous  lines  of  rediscount 
from  their  Federal  reserve  district  at  the  lowest  rate  of  interest,  the 
progressive  rate  never  being  applied,  at  the  same  time  this  money 
was  placed  on  call  at  fabulous  rates  of  interest.  The  rate  of  call 
money  as  named  in  New  York  had  an  effect  upon  the  business  of  the 
entire  Nation.. 

The  Chairman.  Let  me  ask  you  if  you  think  the  Federal  reserve 
banks  are  fairly  well  representative  oi  the  agriculture  and  industry 
of  the  country  ? 

Mr.  Wannamaker.  What  do  you  mean  by  the  Federal  reserve 
banks? 

The  Chairman.  For  instance,  at  Atlanta  and  Dallas  and  Rich- 
mond.    Are  they  representative  of  the  industry  of  the  country  i 

Mr.  Wannamaker.  I  think  the  Federal  reserve  banks  as  they 
operate  at  the  present  time — and  I  know  personally  practically  aU  ()f 
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the  governors — ^without  exception,  every  one  that  I  know  is  a  fine 
man.  I  think  the  greatest  trouble  is  in  the  stipervisory  board  right 
here  in  Washin^n.  The  main  board  here  in  Washington  prac- 
tically and  absolutely  controls  the  Federal  reserve  system. 

Representative  Funk.  Gov.  Harding  said  here  in  his  testimony 
that  the  Federal  Reserve  Board  had  no  control  over  the  actions  of  the 
banks  as  to  whether  agriculture  was  or  was  not  discriminated  against. 

Mr.  Wannamakbr.  Mr.  Fimk,  I  make  this  statement  to  you.  I 
am  satisfied  that  I  am  going  to  pay  a  penalty  for  the  statements  I  am 
making  to-day.  I  am  absolutely  and!^  thoroughly  convinced  that  the 
Federd  reserve  system  as  operated  at  the  present  time  is  practically 
operated  from  Washington  oy  the  board  m  Washington,  and  I  am 
satisfied  that  if  that  condition  continues  it  will  be  only  a  matter  of 
time  imtil  you  have  a  repetition  of  the  Andrew  Jackson  fi^t.  I  am 
satisfied  that  the  sooner  the  Federal  Reserve  Board  and  Wall  Street 
divorce  relations  and  you  give  us  a  financial  machinery  that  will 
function  for  the  business  of  tne  people  of  this  country  and  not  for  any 
vested  wealth,  the  better  off  we  will  be. 

The  Chairman.  Will  you  tell  us,  Mr.  Wannamaker,  in  view  of  that 
theory,  whv  it  was  that  the  progressive  rate  was  adopted  in  the 
agricultural  sections  ? 

Mr.  Wannamaker.  I  am  certainly  glad  you  asked  that  question, 
sir 

The  Chairman.  Was  that  forced  upon  the  banks  by  the  Federal 
Reserve  Board  ? 

Mr.  Wannamaker.  I  am  glad  you  asked  that  question*  that  is  a 
question  that  worries  me  no  little.  If  it  is  necessary  for  tne  agricul- 
tural interests  of  America  and  the  South  to-day  to  put  up  every 
solitary  dollar  they  have,  if  it  is  necessary  for  them  to  do  that  as  a 
result  of  .conditions  that  come  on  once  in  a  while,  I  would  feel  I  was 
an  ingrate  to  kick  against  it.  However,  when  requirements  are 
imposed  inflicting  severe  penalties  in  the  way  of  progressive  rates 
and  otherwise  on  the  memoer  banks  in  the  regional  reserve  districts 
of  the  South,  thus  imposing  these  penalties  upon  the  people  in  that 
section  and  not  imposing  similar  conditions  upon  other  sections,  I 
feel  that  it  is  a  violation  both  of  the  spirit  and  the  letter  of  the  law 
and  a  violation  of  our  constitutional  rights. 

If  it  was  necessary  for  the  agricultural  interests  of  America  to  pay 
this  progressive  rate  as  applied  against  the  agricultural  section  of  the 
Soutn  only,  I  can  not  imderstand  it,  sir.  It  was  not  applied  against 
anv  section  except  the  agricultural  section. 

It  would  seem  that  in  the  interest  of  the  Government  itself  and  in 
the  interest  of  the  people  of  this  Nation,  if  any  exception  was  to  be 
made  in  applying  the  progressive  rate,  that  this  exception  would 
be  applied  to  the  agricultural  sections.  I  find  that  Great  Britain 
and  other  of  the  leading  countries  of  the  world  for  vears  and  years 
past  have  given  special  consideration  through  their  nnancial  institu- 
tions to  agriculture  and  I  find  that  during  this  distressing  period  the 
policy  of  Great  Britain  and  other  of  these  countries  has  been  just 
the  opposite  of  the  policy  enforced  through  the  Federal  reserve  in 
regard  to  agriculture.  Kecognizing  the  necessity  of  encouragiug 
exports,  Great  Britain  has  guaranteed  75  per  cent  of  the  losses  on 
exports  since  1914.     In  addition  to  this,  they  have  extended  financial 
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assistance  to  the  Egyptian  cotton  growers  and  other  agricultural 
producers  at  special  low  rates  of  interest  and  under  liberal  terms; 
they  have  even  bought  cotton  in  Egypt  when  prices  were  forced  down 
for  the  purpose  of  protecting  the  producer  and  stimulating  the  market 
and  preventing  the  buyers  of  cotton  from  forcing  it  down  as  result  of 
distressing  conditions,  so  that  it  would  add  to  the  losses  of  the  pro- 
ducer. I  find  that  Great  Britain  in  Australia  even  protects  the 
producers  of  canary  seed.  Every  consideration  has  been  riven 
to  the  interest  of  the  agricidtural  producer  of  Germany  and  Holland 
through  their  governmental  institutions  and  by  special  lerislature 
for  years  past  and  during  the  present  distressing  periods,  the  financial 
strength  of  these  countries  being  largely  the  result  of  the  special 
consideration  and  protection  extended  to  their  agricultural  industries 
and  to  other  legitimate  lines  of  industry.  Yet  no  such  consideration  j 
has  been  given  to  the  agricidtural  industry  of  America,  and  as  result, 
not  only  the  agricultural  producer  but  the  commerce  of  the  entire 
Nation  has  sunered.  It  is  amazing  to  realize  that,  while  we  have 
absolute  monopoly  in  the  production  of  cotton — a  world  necessity — 
and  that  as  result  of  the  removal  of  the  War  Finance  Corporation — 
the  means  of  exportation  of  the  American  cotton  crop — 66  per  cent 
of  which  goes  into  the  foreign  trade,  and  the  cotton  producer  thus 
rendered  practically  without  a  market  except  in  a  limited  way  at  a 
price  far  below  the  cost  of  production,  it  becoming  absolutely  neces- 
sary to  carry  his  cotton  until  there  is  a  demand  for  same;  still, 
instead  of  receiving  special  consideration,  he  was  forced  to  pay  a 
penalty  through  a  progressive  rate  imposed  by  the  Federal  reserve 
system  by  the  authority  of  the  Federal  Reserve  Board. 

The  Chairman.  I  am  just  trying  to  get  at  this  proposition.  I 
want  to  know  what  the  facts  are.  You  just  said  you  considered 
these  Federal  reserve  banks  of  the  country  fairly  representative  of 
the  industry  and  the  agriculture  of  the  country. 

Mr.  Wannamaker.  Surely;  yes,  sir. 

The  Chairman.  Now,  these  very  bankers  that  you  referred  t*> 
themselves  adopted  the  progressive  rate. 

Mr*  Wannamaker.  Why  did  they  adopt  it,  sir  ? 

The  Chairman.  That  is  what  I  am  trying  to  find  out.  i 

Mr.  Wannamaker.  I  read  here  a  while  ago  one  of  the  notices  thut  ! 
they  sent  out.  '  \ 

The  Chairman.  There  is  no  way  under  the  law  that  the  Federal  | 
Reserve  Board  can  compel  them  to  adopt  the  progressive  rate  \  | 

Mr.  Wanna:maker.  Tiie  Federal  reserve  banks  of  the  country  got  \ 
their  instructions  from  the  board  in  Washington.  The  progressive  j 
rate  which  was  put  on  was  put  on,  I  am  satisfied,  under  instructions^  | 
from  the  board  m  Washington.     Atlanta  protested  against  it.  \ 

I  was  informed  bv  a  United  States  Senator  from  the  agriculturt^I  | 
section  of  the  South  that  most  positively  Gov.  W.  P.  G.  IJarding  I 
informed  him,  when  he  was  urging  the  passage  of  the  law  permitting  i 
the  charging  of  the  progressive  rate,   that  the  board  desired    tlie 
passage  of  tiiis  law  purely  and  solely  for  the  purpose  of  enabling 
them  to  impose  the  progressive  rate  against  the  Federal   reserve 
districts  in  the  great  commercial  centers  of  New  York  and  Chicago 
to  prevent  speculation;  that  it  was  necessary  to  have  the  finances 
for  agriculture  and  legitimate  industries,  however,  it  was  necessary 
to  impose  the  progressive  rate  against  speculation,  especially  under 
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existing  conditions,  so  as  to  prevent  speculation  under  the  conditions 
which  were  existing  and  to  assure  the  certainty  of  being  in  position, 
through  the  Federal  reserve  system,  to  furnish  necessary  finances 
for  agriculture  and  legitimate  industries.  Most  assuredly,  those 
responsible  for  charging  this  progressive  rate  only  in  the  sections 
referred  to,  thus  inflicting  a  penalty  on  agriculture,  should  be  required 
to  furnish  your  commission  with  the  reason  for  their  acts.  I  recom- 
mend and  urge  that  your  commission  secure  detailed  information 
concerning  this  and  furnish  the  Senate  and  the  House  with  said 
information.  If  the  Federal  reserve  is  required  to  furnish  your  com- 
mission with  a  detailed  statement  showing  the  amount  of  rediscounts 
handled  for  loans  to  farmers  through  the  various  reserve  districts 
at  present  and  during  the  regular  quarterly  periods  for  the  last  18 
months,  it  will  be  found  that  the  amount  shown  as  being  rediscounted 
on  agricultural  loans  includes  an  amount  far  in  excess  of  the  amount 
rediscounted  for  farmers.  It  includes  rediscounts  for  loans  on 
agricultural  paper  to  merchants,  brokers,  factors,  and  manufactur- 
ers. In  addition  to  this,  and  aside  from  the  progressive  rate  referred 
to,  member  banks  in  the  agricultural  sections  have  been  required  to 
meet  conditions  not  rquired  in  the  great  commercial  centers. 

The  Chairman.  If  you  have  any  documentary  evidence  to  es- 
tablish that  fact  the  commission  will  be  very  glad  to  have  it. 

Mr.  Wannamaker.  I  shall  be  very  glad  to  file  it  with  you.  They 
have  refunded  the  progressive  rate  in  the  Atlanta  district,  amount- 
ing to  about  $20,000. 

In  addition  to  that,  and  in  connection  with  it,  there  were  pro- 
gressive rates  not  only  on  the  rate  of  interest  but  also  on  the  collat- 
eral. There  are  two  ways  of  eliminating  borrowing;  first,  by  an 
increased  rate  of  interest,  and  second,  by  requiring  you  to  put  up 
additional  security.  The  banks  had  to  pile  up  those  securities, 
and  they  finally  got  a  notice,  frequently  like  this:  '*We  note  that 
you  are  in  a  very  extended  position.  Can  you  not  liquidate  some 
of  your  loans?  It  will  be  necessary  to  request  that  your  board  of 
directors  give  their  personal  indorsement  on  your  paper  unless 
you  can  reduce  same.''  When  this  deflation  was  on  in  1919  and 
1920  the  bankers  in  .the  agricultural  sections  were  receiving  letters 
monthly  urging  reduction  of  loans.  The  loans  to  agriculture  this 
year,  based  upon  last  year,  are  almost  infinitesimal.  Throughout 
the  cotton  belt  a  man  has  not  been  able  to  get  money  for  produc- 
ing his  crop. 

The  Chairman.  Does  this  extended  condition  of  the  banks  in  the 
agricultural  sections  as  to  the  amounts  which  they  owe  to  the  Fed- 
eral reserve  banks  indicate  that  there  has  been  or  has  not  been  an, 
extension  on  the  part  of  the  Federal  reserve  banks  to  the  member 
hanks  ? 

Mr.  Wannamaker.  I  find  in  connection  with  that  that  one  bank 
m  New  York 

The  Chairman  (interposing) .  Can  you  not  answer  that  question  ? 

Mr.  Wannamaker.  What  is  your  direct  question,  Mr.  Chairman  ? 

The  Chairman.  I  am  asking  you  whether  the  fact  that  these 
banks  are  extended  and  that  they  have  been  charged  large  sums 
by  the  Federal  reserve  banks  indicate  that  the  Federal  reserve 
banks  were  extendinor  credit  to  member  banks  or  not. 


Digiti 


ized  by  Google 


720  AGKICULTUKAL  INQUIRY. 

Mr.  Wannamaker.  The  amount  shown  as  loaned  on  agriculture 
through  the  Federal  reserve  banks  in  the  agricultural  sections  in- 
cludes rediscounts  for  loans  made  through  member  banks  far  in 
excess  of  the  amount  loaned  to  the  farmers,  including  loans  to 
various  other  lines  on  agricultural  products.  In  addition  to  this, 
the  member  banks  in  the  agricultural  sections  were  constantly  re- 
ceiving letters  urging  them  to  reduce  their  loans.  If  it  was  not  for 
loading  the  files  of  the  commission,  I  could  furnish  volumes  of  letters 
confirming  this,  showing  that  letters  were  sent  out  at  regular  in- 
tervals. It  was  as  result  of  these  constant  letters  that  the  holders 
of  Liberty  bonds  were  forced  to  sacrifice  same,  after  the  market 
value  of  same  had  been  forced  down,  as  result  of  the  raising  of  the 
rediscoimt  rate.  In  addition  to  this,  letters  were  receive!  from 
the  Federal  reserve  districts  informing  the  member  banks  that 
unless  their  lines  of  rediscount  were  reduced,  it  would  be  necessary 
to  require  of  them  to  give  the  indorsement  of  their  board  of  direc- 
tors. These  instructions  were  evidently  issued  from  the  board  in 
Washington  requiring  the  Federal  reserve  districts  to  pursue  this 
coiu^e. 

I  do  not  think  they  were  extending  credit  to  the  member  banks 
that  should  be  extended.  I  will  explain  that  in  one  second.  Re- 
cently paper  went  in  for  loans  on  cotton.  The  warehouse  receipt 
was  datea  1919.  This  statement  came  back:  "It  will  be  necessary 
to  send  a  statement  on  cotton  loans  that  this  money  is  to  be  used 
for  harvesting  and  marketing  the  coming  cotton  crop."  Aside  from 
that,'  this  warehouse  receipt  is  dated  1919. 

That  matter  was  taken  up  with  the  farmer,  and  his  attention  was 
called  to  the  fact  that  it  appeared  he  was  carrying  his  1919  cotton. 
He  made  this  statement,  ''Of  course  I  am  carrying  my  cotton  from 
1919,  because  I  could  not  sell  my  low  grades  except  by  separating  it. 
Besides,  I  have  a  right  to  carry  my  cotton.']  And  at  the  same  tune 
that  letter  came  in  the  packing  companies  were  carrying  meat 
products  that  they  had  been  carrying  for  years  and  years  in  the 
packing  plants.  Do  you  mean  to  tell  me  that  the  a^cultural 
producer  nas  not  a  rieht  to  carry  his  product,  a  commodity  that  is 
nonperishable,  while  the  people  who  are  carrying  meat  can  borrow 
money  on  it  ? 

The  Chairman.  I  think  he  has  a  perfect  right  to  borrow  on  it  if 
he  can.  There  is  some  question  whether  that  paper  is  eligible  for 
rediscount  under  the  law. 

Mr.  Wannamaker.  In  the  cotton  section  there  is  a  j>ecuUar 
situation  with  reference  to  this.  Since  1914  the  cotton  has  been 
accumulating  there,  and  the  world  has  never  understood  it.  They 
thought  we  nad  the  opportunity  of  selling  all  this  cotton,  but  we 
could  not.  Of  course,  it  is  only  a  matter  of  time  when  the  market 
will  open  up.  In  the  meantime,  imtil  that  time  arrives,  if  you  force 
the  sale  of  cotton  what  will  happen?  I  see  sales  of  cotton  that 
do  not  bring  warehouse  charges.  I  saw  a  bale  of  cotton  that  weighed 
600  pounds  sell  for  $3,  half  a  cent  a  pound.  I  know  of  a  case  wnere 
a  man  went  to  the  warehouse  and  said,  ''I  just  want  to  tell  you  that 
I  will  not  pay  any  more  warehouse  charges;  I  can  not  sell  that  cotton 
for  enough  to  pay  the  charges.'' 

Representative  Ten  Eyck.  It  was  brought  out  here  at  a  previous 
hearing  that  all  the  reserve  banks  did  not  bear  the  progressive  rate. 
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Mr.  Wannamaker.  Yes,  sir^that  is  correct.    Not  all  of  them  did. 
Representative  Ten  Eyck.  Why  was  that  ? 

Mr.  Wannamaker.  I  could  not  tell  you.  I  wish  you  gentlemen 
would  determine  that. 

Representative  Ten  Eyck.  Did  the  reserve  board  discriminate  in 
that? 

Mr.  Wannamaker.  The  only  place  the  progressive  rate  was  put 
on  was  in  the  South  Atlantic  and  Gulf  States,  in  the  cotton  belt. 
Richmond  put  on  a  ^aduated  rate  on  securities,  and  we  had  to  put 
up  additional  securities.  On  top  of  that,  and  in  connection  with  it, 
every  possible  eflfort  was  used  to  induce  the  holders  of  the  paper  to 
liquidate.     How  could  you  liquidate 

Representative  Ten  Eyck.  That  effort  was  made  by  the  Federal 
reserve  bank? 

Mr.  Wannamaker.  Yes,  sir.  I  have  a  letter  here  in  which  this 
statement  was  made,  that  if  the  holder  of  cotton  does  not  accept 
the  opportunity  to  sell  his  cotton,  if  it  arises,  based  upon  the  informa* 
tion  we  have — and  we  think  it  is  about  as  good  as  anybody's — we  are 
satisfied  that  he  can  call  himself  a  fool  in  a  short  while. 

The  Chairman.  Can  you  produce  that  letter  ? 

Mr.  Wannamaker.  That  is  from  an  official  of  the  Federal  reserve 
bjank 

The  Chairman.  I  say,  will  you  produce  that  letter  ? 

Mr.  Wannamaker.  i  es,  sir.  That  letter  was  written  this  spriuj 
In  addition  to  that  I  had  this  very  peculiar  experience,  if  you  wL_ 
permit  a  little  personality  to  enter  into  this.  The  firm  of  Banks  & 
Wimberly  Co.,  a  general  mercantile  firm  of  which  I  am  a  part  owner 
and  an  executive  officer,  recently  got  a  letter  from  the  board,  making 
this  request: 

Will  you  please  pve  us  in  confidence,  for  the  purpose  of  preparing  a  report  to  be 
sued,  all  information  you  possibly  can  bearing  upon  general  conditions  in  your  sec- 
ion  and  what  the  outlook  is  for  meetii^  the  situation?  The  information  you  give 
)earing  upon  these  matters  will  be  strictly  confidential. 

I- answered  that  letter  in  practically  this  way.  Concerning  present 
Jonditions  the  general  situation  is  due  to  the  mistaken  policy  of  the 
Federal  Reserve  Board. .  Secondly,  if  this  policy  is  not  reversed  these 
conditions  will  grow  much  worse.  Third,  we  feel  that  the  big  trouble 
8  inability  to  market  crops,  and  the  destruction  of  the  War  Finance 
i)rporation.  Foreign  countries  could  use  these  raw  products,  but  we 
ire  irnable  to  get  them  across  to  them.  Conditions  are  growing 
teadUy  worse,  and  unless  these  conditions  are  speedily  relieved  his- 
orv  will  repeat  itself. 

A  few  days  after  that  I  got  an  eight-page  letter  from  the  governor 
•f  the  Federal  Reserve  Board  taking  issue  with  that  statement  which 
^as  furnished  by  me  for  the  purpose  of  preparing  this  report.  He 
ook  it  up  by  sections  and  analyzed  it.     For  mstance,  he  said: 

Referring  to  your  statement  that  there  are  countries  that  have  factories  and  indus- 
lies  that  use  these  raw  products,  that  is  not  correct.  Referring  to  your  statement  that 
tie  conditions  are  due  to  the  Federal  Reserve  Board,  the  Federal  Reserve  Board  is  no 
lore  responsible  for  it  than  they  are  for  the  law  of  gravitation. 

I  made  no  attempt  to  reply  to  that  letter,  because  I  was  utterly 
mazed  to  receive  it.  Some  days  after  that  I  was  called  up  by  one  of 
he  bankers  who  said,  *^  I  notice  they  are  circularizing  your  letter, 
'he  Federal  Reserve  Board  is  sending  out  a  letter,  and  we  recognize 
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it  for  two  reasons:  First,  they  state  that  your  letter  was  written  by  a 
mercantile  system  with  two  banks;  and  secondly,  we  can  rec<^mze 
the  language."  Other  bankers  began  calling  me  up,  saying,  "Why 
is  this  letter  being  sent  out  ? "  Several  sustaining  members  of  our 
association  to  whom  we  had  sent  a  referendum  to  vote  on  a  question 
that  came  up  for  decision,  inclosed  this  letter  back  to  me. 

I  sat  down  and  wrote  to  the  president  of  the  reserve  board,  and  told 
him  I  was  utterly  at  a  loss  to  imderstand  his  action,  that  I  could  not 
understand  why  he  had  printed  this  letter  which  was  written  in  reply 
to  a  request  for  a  strictly  confidential  statement  for  the  chairman  of 
the  board;  that  he  had  printed  it  and  circularized  it  generaUy  to  the 
bankers;  that  everybody  recognized  it  as  my  letter,  and  I  thought  he 
had  put  me  in  an  unfair  position ;  that  I  had  no  objection,  if  he  wanted 
to  print  a  letter,  to  writing  a  letter  for  him  to  print,  but  I  did  not 
think  he  had  given  me  a  square  deal,  and  that  I  wanted  to  insist  that 
he  give  me  the  privilege  of  replying  to  that  letter,  my  reply  to  be  sent 
out  to  the  same  mailing  list. 

We  got  a  letter  from  him,  and  he  said,  ''I  have  received  so  many 
letters  like  yours  that  I  thought  it  was  a  good  idea  to  correct  those 
wrong  ideas.  I  happened  to  pick  up  your  letter,  and  it  occurred  to 
me  that  it  furnished  a  good  example.  I  note  you  want  to  reply  to 
the  letter  and  circularize  your  reply  in  the  same  way.  We  will  do 
this  with  this  understanding:  We  reel  you  shoidd  not  mention  in  vour 
reply  that  the  letter  you  sent  to  us  was  in  reply  to  a  request  for  a 
confidential  report.** 

I  said,  "  If  we  do  that,  how  will  it  be  understood  ?  It  will  appear 
that  we  are  entering  into  a  controversy  with  the  board." 

Copies  of  that  letter  were  sent  to  me  the  other  day  from  Virginia, 
from  North  Carolina,  and  from  three  or  four  different  States.  Any- 
thing like  that,  the  circularization  of  that  letter,  contributes,  of 
course,  toward  the  destruction  of  confidence. 

There  is  one  other  matter  I  want  to  call  your  attention  to.  It 
might  be  said  concerning  the  testimony  which  I  have  given  here  that 
I  have  some  personal  feeling  in  the  matter.  I  would  ftel,  gentlemen, 
that  I  had  mistreated  you  if  I  came  up  here  and  imposed  on  you  to 
that  extent.     I  have  only  one  desire  m  this  matter,  that  I  may,  if 

Eossible,  contribute  in  some  way  toward  changing  these  conditions 
efore  it  is  too  late.  It  is  my  sincere  conviction,  as  a  result  of  years 
devoted  to  this  work,  that  unless  these  conditions  are  relieved  they 
are  going  to  become  far  more  serious.  I  am  satisfied  that  unless  there 
is  some  relief  from  these  conditions  that  exist  to-day  the  people  of 
America  will  pay  the  penalty.  I  am  satisfied  you  will  find  the  pro- 
duction falling  off  to  such  an  extent  that  almost  no  calamity  could 
measure  the  penalty  that  is  going  to  be  forced  upon  the  people  of 
this  country.     You  can  not  pay  debts  without  production. 

I  have  referred  to  the  testimony  concerning  the  conference  up 
here  in  September.  Personally  I  would  not  refer  to  that  at  dl  but 
there  were  60  men  on  that  committee,  and. I  felt  they  should  be  placed 
right  in  the  matter. 

Now,  I  have  corresponded  with  Gov.  Harding  since  1914  and  have 
engaged  in  a  great  deal  of  work  with  him.  I  have  received  letters 
from  nim  recently.     I  have  one  letter  here  I  want  to  read. 

Mr.  Chairman,  do  you  know  the  date  of  the  hearing  that  we  are  now 
in  controversy  about,  as  to  the  September  convention  ? 
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The  Chairman.  I  think  it  was  August  4  or  August  5 — August  5, 
I  think. 
Representative  Funk.  It  was  the  4th  and  5th. 
Mr.  Wannamaker.  All  right,   sir.     Here  is  a  letter  from  Gov. 
Harding  of  August  6: 

Federal  Reserve  Board, 

Washington,  August  6,  1921. 
My  Dear  Mr.  Wannamaker:  I  have  your  letters  of  the  3d  instant  and  regret 
exceedingly  to  learn  of  the  unsatisfactory  condition  of  your  health. 

I  am  as  anxious  as  you  are  to  see  present  distressing  conditions  in  the  South  relieved . 
and  will  continue  to  do,  as  I  have  always  done,  all  that  I  properly  can  do  to  aid.  I 
hope  you  will  not  be  offended,  however,  when  I  remind  you  that  it  is  not  always 
practical  to  employ  the  methods  which  you  propose.  Yesterday,  in  my  testimony 
before  the  Joint  Oammission  of  Congress  on  Agricultural  Inquiry,  I  discussed  the  cotton 
situation  in  1919  and  1920  verv  fully  and  read  to  the  commission  several  of  the  letters 
which  passed  between  us  during  the  year  1920.  These  letters  will  go  in  the  record, 
and  I  presume  you  will  see  what  I  had  to  say  when  the  report  of  the  commission  is 
printea. 

It  may  not  have  been  practical  for  you  to  act  upon  the  suggestions  I  made  to  yon 
repeatedly  during  the  year  1920,  but  I  regret,  none  the  less,  that  those  suggestions 
were  not  acted  upon.  The  imderlying  cause  of  the  present  situation  is  found  in  our 
inability  to  market  our  surplus  cotton  abroad.  Cotton,  more  than  any  other  com- 
modity ,  is  dependent  upon  tne  export  demand,  and  the  trouble  last  year  was  that  the 
South  had  much  more  cotton  on  hand  or  in  prospect  than  was  needed  for  domestic 
consumption,  and  wMle  there  is  no  doubt  that  foreign  countries  were  in  need  of  cotton 
and  cotton  goods  they  were  unable,  because  of  their  lack  of  capital  and  credit,  to 
convert  their  need  into  an  economic  demand. 

I  hope  that  you  will  soon  recover  your  usually  good  health,  and  I  think  that  we  can 
discuss  these  various  matters  in  which  we  both  feel  so  deep  an  interest  to  better  8^^- 
\Tintage  in  a  personal  interview  than  we  can  through  correspondence. 
Very  truly,  yours, 

W.  P.  G.  Harding 
Mr.  J.  S.  Wannamaker, 

PreHdent  American  Cotton  Association,  St.  Matthews,  S.  C. 

Now,  here  is  his  letter  of  June  30: 

Federal  Reserve  Board, 

WaskiTigton,  June  SO,  1921 . 

My  Dear  Mr.  Wannamaker:  There  is  a  good  deal  of  talk  here  about  organizing  a 
)anker8'  cotton-loin  pool  of  $100,000,000  for  the  purpose  of  assisting  in  the  orderly 
narketing  of  cotton  tnis  fall.  This  movement  seems  to  have  orio:inated  in  Cabinet 
iroles,  and  I  am  not  fully  informed  as  to  the  lines  along  which  it  is  proposed  to  organ- 
ic and  operate  the  pool.  Secretary  Hoover,  of  the  Department  of  Commerce,  and 
tfr.  Meyer,  of  the  War  Finance  Corporation,  seem  to  be  tne  lejuling  spirits. 

It  occurs  to  me  that  if  a  pool  is  organized  it  is  important  that  adequate  funds  be 
aised  and  that  the  loan  valuation,  based  on  middling  cotton,  be  satisfactory.  If  the 
)ool  should  be  organized  with  hard  and  fast  rules  and  with  a  loan  valuation  for  mid- 
Uing  cotton  of,  say,  5  or  7  cents  a  pound,  I  wonder  what  the  effect  would  be  upon  the 
narket  price  oif  cotton.  I  recall  that  in  1914,  when  the  cotton  pool  was  finally  organ- 
zed  late  in  November  of  that  yexr,  with  a  loan  valuation  of  about  5}  cents  per  pound, 
>nly  about  $25,000  of  loins  were  actually  mide.  The  price  of  cotton,  which  had  been 
kominilly  around  8  or  9  cents  a  pound  exrly  in  October,  s^on  settled  down  to  6  cents, 
ind  the  bulk  of  the  1914  crop  was  sold  at  that  price  or  less.  The  organization  of  a 
titton  loan  pool  would  be  attended,  of  course,  with  a  lot  of  publicity,  and  it  may  be 
hat  if  a  low  loan  valuation  is  fixed  the  effect  upon  the  market  price  of  cotton  might 
>e  bad. 

I  would  be  very  glad  to  have  your  views  upon  this  subject  and  also  some  expression 
>f  your  opinion  as  to  the  amount  of  money  that  ought  to  be  raised  in  order  to  make  the 
)lan  effective.  If  you  can  spare  the  time,  I  think  it  would  be  well  for  you  to  come  to 
Washington  and  discuss  these  matters  with  the  gentlemen  who  will  probably  take  an 
ictive  part  in  organizing  the  loan  fund  in  case  the  plan  should  be  definitely  decided 
m.  In  case  you  do  come  to  Washington  I  hope  you  will  let  me  know,  as  I  would  like 
rery  much  to  discuss  the  situation  with  you  from  all  standpoints  and  at  considerable 
ength. 

Very  truly,  yours,  W.  P.  G.  Hardino 

Mr.  J.  S.  Wannamaker, 

American  Cotton  Association,  St   Matthews,  S.  C, 
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Here  is  my  reply  to  hijn: 

July  2,  1921. 
Gov.  W.  P.  G.  Harding, 

Federal  Reserve  Board,  Washington,  D.  C. 

My  Dear  Gov.  Harding:  Your  letter  of  June  30  has  received  my  careful  attention, 
concerning  the  organization  of  a  bankers'  cotton  loan  pool  of  $100,000,000. 

If  the  Federal  reserve  would  grant  a  rediscount  rate  of  4  per  cent  on  Liberty  bondf 
and  4i  per  cent  on  agricultural  and  commercial  paper,  and  would  renew  agricultural 
paper  until  confidence  can  be  restored,  markets  opened,  and  would  grant  more  libenl 
extensions  of  credits,  it  would  not  be  necessary  to  form  this  pool.  In  fact,  this  acticm 
on  the  part  of  the  Federal  reserve,  I  think,  is  a  national  and  world-wide  necessity. 

Under  existing  conditions,  agriculture  is  paralyzed,  commerce  is  sta^Tiant,  and 
confidence  is  ab5)lutely  destroyed.  These  conditions  can  only  be  remedied  by  tlw 
action  indicated  above. 

Based  upon  the  gold  reserve,  the  Federal  reserve  ByBtem  could  extend  additiooti 
credits  for  many  times  the  necessary  amount  to  bring  relief  to  agriculture  and  coin- 
merce,  and  to  completelv  restore  confidence,  and  I  am  utterly  at  a  loss  to  undastBui 
why  this  action  is  not  taken  by  the  Federal  reserve  system. 

Present  conditions  have  practically  destroyed  the  purchasing  and  debt-paying 
power  of  a  lar^e  portion  of  our  population .  There  is  no  market  for  agricultural  products 
except  in  a  limited  wa>[  and  at  about  one-third  ther  cost  of  production,  bullions  of 
people  in  Europe  and  Asia  are  in  desperate  need  of  our  raw  products.  They  own  lands, 
forests,  mines,  and  factories  aiid  they  are  an  industrious  people.  On  our  side,  we  aw 
being  smothered  with  the  very  products  which  these  people  need,  not  from  ove^ 
production,  but  from  underconsumption.  Unless  credits  are  liberalized  in  America, 
how  will  it  be  possible  to  ever  average  to  relieve  this  situation? 

If  it  should  be  known  to-morrow  that  the  Federal  reserve  system  would  extend  re- 
lief as  above  indicated,  it  would  have  an  immediate  stimulating  and  beneficial  efiect 
upon  agriculture— in  fact,  upon  every  line  of  business  in  the  nation,  and  would 
eventually  have  a  beneficial  effect  on  foreign  countries. 

Such  action  would  immediately  remove  the  necessity  for  the  organization  of  tkt 
bankers'  cotton-loan  pool.  • 

The  oi^;anization  of  this  pool  has  been  postponed,  in  the  hopes  that  relief  would  bt 
extended  through  the  regular  financial  machinen^,  as  outlined  above.  Since  the 
proposition  to  organize  the  pool  has  been  under  consideratioiH  a  number  of  the  leading 
Dankers  in  the  south  have  urged  that  we  a^ain  lay  this  matter  before  the  Federal 
Reserve  Board,  and  use  every  effort  possible  to  induce  them  to  grant  the  retief  as 
outlined  above.  It  seems  to  be  the  consensus  of  opinion  that  if  the  situation  was  fully 
understood  there  is  no  question  but  that  the  Federal  Reserve  would  inunediately 
put  into  effect  the  relief  named  above. 

Since  receipt  of  your  letter,  I  have  been  called  up  by  long-distance  phone  by  two 
of  the  most  prominent  financiers  of  the  South,  both  of  them  taking  the  position  that 
the  key  to  the  situation  is  in  the  hands  of  the  Federal  reser\'e  system  and  that  they  fe^ 
convinced  that  the  necessary  relief  will  be  extended  if  the  true  condition  is  made 
clear  to  the  Federal  Reserve  Board. 

Both  of  these  financiers,  however,  unhesitatingly  state  that  if  it  is  impossible  to  get 
the  relief  from  the  Federal  reserve  system,  then  we  must  use  every  effort  possible  to 
organize  a  bankers*  cotton-loan  pool,  with  at  least  $100,000,000,  for  the  purpose  of 
assisting  in  the  orderly  marketii^  of  cotton,  and  it  is  of  vital  importance  that  this 
relief  be  secured  without  dela^.  Cotton  is  being  forced  upon  the  market,  regirdlesh  of 
the  fact  that  there  is  only  a  hmited  demand  for  same  and  at  about  one-tiiird  the  cost 
of  production,  and  the  differences  between  grades  are  ruinous.  In  addition  to  this, 
the  farmers  are  unable  to  secure  necessary  credits  for  the  cultivation  of  their  crops. 
If  it  is  impossible  to  secure  relief  otherwise,  realizing  the  dire  necessity  of  relief,  to 
prevent  practically  universal  bankruptcy,  than  we  must  concentrate  our  efforts  for 
the  purpose  of  relieving  conditions  as  far  as  possible. 

I  note  your  position  concerning  the  effect  the  organi/.ation  of  this  pool  would  h%\t 
upon  prices.  England  has  been  extending  loans  to  the  Egyptian  cotton  growers  aance 
early  last  fall  at  15  cents  per  pound,  basis  middling.  -In  addition  to  this,  the  English 
Government  fiu-nishes  finances  for  the  purpose  of  purchasingcotton  from  the  Eg}T>' 
tl&ns.  Loans  are  made  at  80  per  cent  of  the  market  value,  the  Egyptian  cotton  giowen 
not  bein^  required  to  put  up  additional  margin,  as  under  the  purchasing  plan  itbie 
resulted  in  raising  the  price  of  the  staple.  In  addition  to  this,  the  Engliah  Gov^n- 
ment  has  guaranteed  75  per  cent  of  the  losses  incurred  by  exporters  since  1914.  and 
have  recently  raised  it  to  85  per  cent.  My  information  is  that  the  losses  have  been 
extremely  small. 
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I  would  Hke  very  mii<*h  to  have  the  benefit  of  your  views  concerning  the  probability 
of  relief  being  extended  by  the  Federal  reserve  system  as  outlined  above.  If  it  is 
imixMsible  to  secure  this  relief  by  a  lowering  of  the  rediscount  rate  and  by  more  liberal 
extensions  of  credits — as  is  certainly  justified  by  the  gold  reserve — then  it  would  not 
he  necessary  to  form  the  pool.  If*  this  relief  can  not  be  secured  from  the  Federal 
reeer\'e,  then,  unless  some  better  suggestion  can  be  made,  I  eee  no  other  course  except 
to  form  the  bankers'  cotton  loan  tkx)1. 

I  wish  verv  much  it  was  possible  to  accept  your  invitation  and  come  to  Washington 
and  discuss  the  situation  with  you  from  all  standpoints  and  at  considerable  length,  and, 
regardless  of  the  fact  that  both  my  private  business  affairs  and  the  work  of  the  associa- 
tion necessitates  my  giving  them  my  iindivided  attention  and  putting  forth  every 
effort  in  my  power  to  weather  the  existing  conditions,  still,  I  snail  make  a  special 
effort  to  go  to  Washington  for  the  purpose  oi  discussing  matters  with  you  if  you  feel,  as 
a  result  of  such  action,  that  plans  can  be  put  into  effect  and  force  that  will  bring  relief 
to  the  present  distressing  conditions:  and  I  might  state  right  here  that  I  am  fully  con- 
vinced that  the  seriousness  of  the  conditions  existing  are  not  fully  imderstood'.  We 
have  had  many  cases  to  come  imder  our  obserMition  of  farmers  being  forced  to  sell 
dieir  cotton  on  account  of  the  inability  to  secure  finances  for  same,  the  cotton  failing,  in 
many  cases,  to  bring  in  excess  of  the  warehouse  charges  and  interest,  on  low-grade 
cotton. 

The  success  of  our  campaign  for  acreage  reduction  (which  you  will  note  from  the 
Government  report  is  an  acreage  reduction  of  28.4  per  cent  and  a  drastic  reduction  in 
the  use  of  commercial  fertilizers')  is  largely  due  to  the  fact  that  the  farmers  and  allied 
business  interests  realized  that  their  very  existence  was  at  stake,  and  that  their  com- 
mercial lives  are  in  jeopardy,  and  that  unless  relief  is  secured  they  are  facing  universal 
bankruptcy. 

We  have  been  requested  by  leaders,  not  only  from  the  South  but  from  other  sections 
of  the  Nation,  to  imimediately  call  a  great  conference  and  arrange  to  put  on  a  sys- 
tematic  campaign  for  acreage  reduction  in  cotton  for  the  next  five  years,  and  to  ar- 
range tor  the  handling  of  cotton  now  on  hand  so  that  it  will  not  be  forced  out  of  the 
hands  of  the  producers,  regardless  of  present  conditions;  also  to  arrange  for  the  selling 
of  cotton  cooperatively  under  the  California  plan,  it  being  pointed  out  that  it  will  in 
this  way  be  possible  to  recoup  some  of  the  enormous  losses  which  have  been  incurred 
as  a  result  of  the  fearful  depression  in  prices. 

We  have  been  urged  by  a  number  of  the  leaders  both  the  South  and  West  (and  among 
these  leaders  are  some  of  the  binfest  bankers  in  America)  to  form  a  relation  between 
thei^cultural  interests  of  the  North  and  the  West  for  the  purpose  of  jointly  cooperat- 
ing for  mutual  protection  in  financing,  handling,  and  marketing  our  agriciutural 
products,  it  being  urged  that  this  is  vitally  necessary  at  this  time. 

Realizing  the  long  experience  that  you  have  had  in  these  matters  and  the  great 
interest  that  you  take  in  same,  and  realizing  that  the  relief  requested  from  the  Federal 
leeerve  is  in  your  hands  and  lar^^ly  left  to  your  decision,  I  am  taking  the  lib^ty  of 
writing  you  at  length  as  outlined  above. 

AsBiiiing  you  that  your  attention  and  reply  will  be  appreciated,  I  beg  to  remain, 
with  all  good  wishes, 

Yours,  very  respectfully, 

J.  S.  Wannamakbr, 
President  American  Cotton  Association. 

Now,  this  is  from  Gov.  Harding  to  me  personally,  on  July  7 : 

July  7,  1921. 

Deab  Mb.  Wannamaker:  I  acknowledge  receipt  of  your  letter  of  the  2d  instant, 
and  would  state  that  after  attending  several  conferences  in  the  last  few  days^  I  feel 
hopeful  that  there  will  be  some  developments  in  the  near  future  which  will  give  not 
only  hope  and  assurance  but  actual,  solid  relief  to  the  cotton  interests  of  the  South. 
Some  very  powerful  influences  are  hard  at  work  in  this  direction  and  you  have  no  doubt 
been  advised  of  what  has  been  going  on .  1  shall  be  disap^inted  if  we  do  not  receive 
official  and  public  notice  of  these  favorable  developments  in  the  course  of  a  few  days. 
1  do  not  feel  at  liberty  at  this  time  to  gi  ve  you  the  aetails  of  what  1  have  heard  and  am 
sure  you  will  a^^ee  with  me  that  premature  publicity  would  be  undesirable.  I  may 
aay,  however,  in  order  to  prevent  any  misunderstanding,  that  I  do  not  think  that 
the  abnormally  low  discount  rates  at  the  Federal  reserve  oanks  suggested  by  you  are 
advisable  at  the  present  time  for  reasons  which  1  could  explain  to  you  better  in  person 
than  I  can  in  a  letter. 
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There  seems  to  be  a  general  opinioD  here  that  loans  on  cotton  should  be  made  en 
the  basis  of  a  certain  per  cent  of  the  market  price  rather  than  on  an  arbitrary  Icti 
valuation.  The  trouble  with  an  arbitrary  loan  valuation  is  that  the  values  which 
would  be  satisfactory  to  some  might  be  too  high  and  the  values  advocated  by  othen 
too  low.  Without  question  something  should  do  done  to  stiffen  the  backbone  of  the 
cotton  people  and  prevent  an  avalanche  ol  cotton  from  coming  on  the  market,  but  is 
the  meantime  efforts  should  be  redoubled  to  arrange  for  sales  abroad. 

With  kind  regards,  I  am,  sincerely,  yours, 

W.  P.  G.  Harding. 

Mr.  J.  S.  Wannamaker, 

President  American  Cotton  A89ociationj  St,  Matthews^  S.  C. 


Federal  Reserve  Board, 

WcMngtony  July  8, 19ii. 

Dear  Mr.  Wannamaker:  I  acknowledge  receipt  of  your  letter  of  the  ©th  instact, 
and  would  state  that  there  is  no  question  that  the  Federal  reserve  banks  ha^e  the 
ability  to  rediscount  paper  to  the  amount  named,  or  more  if  necessart-,  under  the 
terms  prescribed  by  tne  Federal  reserve  act.  While  the  Federal  Reserve  Bank?  of 
Richmond  and  Dallas  would  be  considerably  below  their  required  resers*ee  if  pot 
on  their  own  footing,  they  will  have  no  diffuulty  in  maintaining  their  reserves  bv 
rediscount  with  other  Federal  reserve  banks.  If  you  will  read  sections  4  and  13  of  tte 
Federal  reserve  act  again,  and  read  them  carefully,  you  will,  I  think,  realize  that  the 
Federal  Reserve  Board  has  no  authority  to  make  a  binding  statement  such  as  \«u 
surest.  Tlie  board  is  given  the  power  to  define  eligible  paper  in  accordance  with 
the  terms  of  section  13,  but  the  directors  of  the  Federal  rererve  banks  are  chartred 
with  the  administration  of  their  re^pe  tive  institutions.  They  have  the  sole  power  m 
pass  upon  eligible  paper  offered  their  re?pe.'tive  banks  for  rediscount,  and  the  board 
can  not  force  them  to  take  paper  whi<  h  may  be  in  their  oj  inion  unsafe  or  undesirable. 

The  Federal  Reserve  Bank  of  Atlanta  has  at  the  present  time  a  few  points  more 
than  it  is  required  to  carry  as  reserve  without  red i?coun ting,  and  the  Federal  Reserve 
Bank  of  St.  Louis  hafl  a  reserve  of  something  over  50  per  f  ent.  About  one-tl  ird  of  the 
member  banks  in  all  the^edistri  ts  are  not  re  liscounting  at  all,  and  of  the  two-thinls 
that  are  rediscounting  probably  more  than  half  are  rediscoimting  very  heavily.  TLev 
are  carrying  loans  in  larger  volume,  no  doubt,  than  their  own  directors  would  like  h 
have  them  carry,  and  I  know  of  some  member  banks  which  are  very  re'u^tant  to  add 
to  their  contingent  liabilit\'  as  indorser  on  any  terms.  They  probaMy  have  in  mirid 
tlie  eff  rts  made  by  t'le  Cliban  banks  last  year  to  ^arry  tl  e  s  igsr  plai-ters,  and  >ofi 
know  what  the  plight  of  the  Cuban  banks  is  at  tl  e  i  re?eht  time. 

The  only  bank  in  the  system  which  still  raaintairu  the  progressive  rate  is  the  Federal 
Reserve  Bank  of  Kansas  City,  which  ha?  a  normal  rate  of  6  per  cent,  an  int^'mediate 
rate  of  7  per  cent,  and  a  maximum  rate  of  8  per  cent.  The  contract  rate  which  may  be 
legally  charged  in  every  State  in  the  Kan  a=?  City  district  is  from  10  to  12  p« 
cent.  The  Federal  Re  erve  Banks  of  Richmond,  St.  Loui^,  Atlanta,  and  Dalla^'  all 
have  flat  rates  of  6  per  cent.  Consequently,  I  do  not  see  what  advantage  would  be 
gained  in  having  an  understanding  that  any  new  loans  are  not  to  be  counted  as  fart 
of  their  regular  line.  No  new  loans  would  be  made  by  the?e  banks  except  with  tbt 
indorsement  of  the  member  banks,  and  the  liability  is  there  whether  it  is  regarded  a-' 
part  of  their  regular  line  or  not.  1  see  no  objection,  however,  to  your  taking  up  the 
proposition  vAm  the  governor^;  of  the  Federal  Reserve  Banks  of  Richmond,  Atl&nu. 
Dallas,  and  St.  LouL^,  for  they  s'it  with  their  directors  in  all  meeting.-'  and  it  L?  assume*! 
that  they  are  influential  in  determining  the  policies  sanctioned  bv  the  director?. 
The  lending  power  is  in  the  hands  of  the  banks  and  not  of  the  br>ard,  and  I  think  \\ 
would  be  unwise  for  the  board  to  announce  a  policy  which  it  ha?  no  authority  imder 
the  law  to  enforce. 

A  good  many  pe  »ple  have  bean  laboring  under  the  impre  slon  fv>r  a  long  time  thai 
we  have  a  central  bank  in  thid  country.  This  is  not  the  case.  Each  Federal  re^ne 
bank  is  a  body  cjrporate  and  as  such  each  bank,  ani  )ng  other  things,  is  authorized  t  • 
*'exerci5e  by  its  board  of  direct'^rs,  or  duly  auth.)rized  officers  or  agents,  all  p>we^ 
specifically  granted  by  the  provi  ions  of  this  act  and  such  incidentsii  piwer^  as  i^hall 
be  nece^^ry  to  carry  on  the  business  within  the  limitations  prescribed  by  this  a<  t 
Every  Federal  reserve  bank  shall  be  conducted  under  the  super\'isi<m  and  contr  l 
of  a  board  of  directors.  "  The  board  of  directors  shall  perform  the  duties  usually  apper- 
taining to  the  office  of  direcU^rs  of  banking  associations  and  all  such  duties  as  are 
prescrilied  by  law.  '  Nowhere  in  the  act  is  the  Federal  Reserve  Board  given  power  t" 
pa^P  on  credits  and  maintains  no  credit  files,  and  the  board  itself  is  not  organized  a.-  a 
banking  institution  but  is  merely  a  supervisory  body,  having  general  supervLrion 
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subject  to  the  express  reservations  in  section  4  of  the  Federal  reserve  act.    It  seems 
to  me,  therefore,  that  matters  referred  to  in  your  letter  should  be  taken  up  directly 
with  the  directors  of  each  Federal  reserve  bank  in  the  cotton  section. 
Very  truly,  yours, 

W.  P.  G.  Hardiko. 
Mr.  J.  S.  Wannamaker, 

Pretideni  American  Cotton  Association^  Si,  MUthews,  S,  C. 

I  oflFer  those  letters  to  go  in  the  record.  They  are  letters  written 
recently,  some  of  them  written  since  this  testimony  was  given  here. 
Those  letters  bear  on  very  important  matters.  A  great  volume  of 
letters  has  been  offered  in  Gov.  Harding's  testimony  concerning  the 
matters  he  was  discussing,  and  for  the  purpose  of  setting  myself 
right  in  the  matter  I  wish  to  file  these  letters  for  the  record. 

Representative  Ten  Eyck.  What  happened  in  relation  to  those 
recommendations  ? 

Mr.  Wannamaker.  Whv,  Mr.  Ten  Eyck,  there  is  a  straw  man  in 
that.  In  the  first  letter  that  I  wrote  I  stated  that  we  could  not  sell 
even  a  good 'grade  of  cotton,  and  Grov.  Harding  then  wrote  me 
urging  that  we  try  to  sell  the  good  grade  of  cotton  and  not  impose 
upon  the  bcinks,  on  account  of  the  extended  condition  of  the  banlra. 

Representative  Ten  Eyck.  You  do  not  understand  me.  What 
was  the  general  result  of  what  they  were  endeavoring  to  do  and 
what  you  recommended  to  him  ? 

Mr.  Wannamaker.  As  a  result  of  that — the  Federal  reserve 
representatives  had  met  up  here,  and  statements  had  been  given  out 
to  the  press  that  they  would  take  care  of  agricultural  paper — I 
think  cotton  was  the  way  it  was  stated — and  all  these  finances 
would  be  furnished  for  marketing.  Following  that,  however,  the 
district  boards  issued  statements — for  instance,  the  Richmond  bank 
has  sent  out  a  statement  which  is  extremely  hard  to  understand.  In 
this  they  make  the  statement  that  money  will  be  furnished  in  order 
to  enable  the  farmer  to  market  his  crop  that  is  growing.  They  were 
asked  for  an  explanation  of  it,  and  the  understanding  came  that 
they  were  not  gomg  to  loan  on  any  cotton  at  all  except  for  the  pur- 
pose of  marketing  this  crop  that  was  in  the  field. 

Now,  the  statement  was  made,  '*  You  had  an  opportunity  to  sell 
this  cotton.  Why  didn't  you  sell  itT'  '*Why,  the  producer 
said,  "I  had  the  privilege  of  holding  my  cotton  if  I  wanted  to. 
But  aside  from  that  I  coiud  not  sell  it.  ' 

The  C^iRMAN.  Of  course,  there  is  nothing  to  prevent  a  national 
bank  or  a  State  bank  from  making  a  loan  on  cotton  that  is  10  years 
old? 

Mr.  Wannamaker.  No,  sir;  but  they  will  not  rediscount  paper. 

The  CiLviRMAN.  That  is  a  matter  of  law  rather  than  a  matter  of 
policy  on  the  part  of  the  Federal  Reserve  Board,  is  it  not  ?  That  is 
a  question  of  what  the  law  says  is  eligible  i 

Mr'.  Wannamaker.  The  law  does  not  define  the  eligibility  at  all, 
concerning  that  part  of  it. 

The  Chairman.  I  rather  think  it  does. 

Mr.  Wannamaker.  No,  sir;  I  am  pretty  familiar  with  the  act, 
and  I  think  you  will  find  it  does  not  do  that.  That  is  the  rulincr  of 
the  board. 

I  'v.v/.t;^!  t)  :n.k^  tli  .1  cK^  a*.  Tii 'v  ai\'  (Ksc.>j:un^  st)aK»  Ijan. 
0^  old  c  jttoa.  ior  Va<\  })  itp  >  e  o.'  niii-.u^tin  j;^  tiio  mcj.ujn  -'  cr.i{). 
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The  Chairman.  There  is  nothmg  in  the  Federal  reserve  act,  so 
far  as  I  know,  that  contemplates  the  redisconnting  of  loans  as  a  basis 
for  holding  the  crop. 

Mr.  Wannamaker.  But,  Mr.  Chairman,  if  a  producer  comes  to 
you  with  a  warehouse  certificate  for  cotton  that  he  produced  in  1919, 
do  you  say  that  paper  should  not  be  eligible  for  handling  at  the  bank? 

The  Chairman.  For  rediscount? 

Mr.  Wannamaker.  Yes,  sir. 

The  Chairman.  I  do  not  know. 

Mr.  Wannamaker.  The  packers  handle  it  in  carrying  meat  in  the 
packing  establishments  for  years. 

The  Chairman.  They  may  be  getting  loans  from  the  national 
banks.  -<*» 

Mr.  Wannamaker.  No,  sir;  they  are  handling  it  on  rediscount. 

Representative  Ten  Eyck.  With  the  reserve  bank  ? 

Mr.  Wannamaker.  Yes,  sir. 

The  Chairman.  Where  ? 

Mr.  Wannamaker.  A  great  deal  of  this  paper  that  we  figure  is 
being  carried  by  agricultiure — well,  a  consiaerable  part  of  it  is  on 
agriculture,  but  also  to  the  middleman  or  to  the  merchant.  A.  great 
part  of  it  is  not  to  the  original  producer  at  all.  If  the  producer  goes 
to  sell  his  product  now,  whom  will  he  sell  to?  He  nas  no  buyer 
except  the  middleman,  who  is  going  to  hold  it  and  make  a  profit 
upon  it.  Now,  the  middleman  will  take  that  cotton  and  hold  it: 
you  know,  cotton  passes  through  about  13  unnecessary  hands.  If 
they  are  holding  out  for  a  profit  now,  why  not  let  the  producer  have 
it  ?  The  only  way  he  coula  sell  it  was  to  sell  it  into  the  hands  of  the 
middleman. 

Representative  Ten  Eyck.  When  does  cotton  change  its  place  of 
storage  after  it  has  changed  hands  from  the  producer  to  the  middle- 
man f  In  other  words,  does  the  cotton  actually  have  to  be  moved 
from  one  storehouse  to  another  when  it  changes  hands  from  the 
producer  to  the  middleman  ? 

Mr.  Wannamaker.  I  am  glad  you  mentioned  that.  Cotton 
carried  on  hand  does  not  show  the  grades.  Consequently  your 
entire  supply  of  cotton — I  do  not  know  whether  you  have  the  same 
condition  with  wheat  or  not,  but  the  entire  supply  shown  by  the 
Grovemment  is  based  on  the  supply  that  the  world  can  get.  But  the 
New  York  Exchange  only  handles  ei^t  of  those  grades.  In  those 
grades  is  a  great  deal  of  unspinnable  cotton.  The  economic  handling 
of  it  is  50  years  behind  the  time.  When  that  cotton  is  sold  there  is 
a  sample  taken  out  of  the  warehouse,  and  every  time  it  is  resold  it  is 
sampled  and  weighed  again. 

Representative  Ten  Eyck.  The  tobacco  man  has  to  have  his 
tobaccograded  before  he  can  borrow  on  it  ? 

Mr.  Wannamaker.  Yes,  sir;  he  is  in  the  same  predicament  we  are 
in.     He  can  not  sell  his  tobacco  to-day. 

I  had  this  happen  quite  recently.  A  man  sold  a  steer  to  the 
butcher  under  these  present  conditions,  and  he  decided  he  would  like 
to  keep  one  quarter  of  it.  The  butcher  said,  ''All  right;  you  owe 
me  $2.^'  The  man  said,  '*  I  want  to  sell  you  the  steer,  and  I  want  to 
keep  one  quarter,  and  I  want  you  to  pay  me  the  difference."  The 
butcher  said,  ''The  difference  between  what  you  owe  me  at  retail 


Digiti 


ized  by  Google 


AGRICULTURAL  INQUIRY.  729 

f)rices  and  what  I  owe  you  at  wholesale  prices  is  $2."  He  was  abso- 
utely  unable  to  sell  it  and  buy  back  a  quarter  of  the  beef  except  at  a 
heavy  loss. 

There  was  one  case  of  a  man  shipping  50  bushels  of  com  in  a  car. 
When  he  got  there  the  freight  on  the  SOoushels  was  $125^  on  account 
of  this  new  provision.  He  came  to  me  and  said,  '*I  am  in  an  awful 
fix."  I  told  him,  ^'  You  can  buy  the  com  for  less."  ''  Well,"  he  said, 
"I  can  not  get  the  money  to  buy  it,  and  I  can  not  get  the  money  to 
pay  the  freight." 

The  truclonan's  crop  rots  out  in  the  field.  The  tobacco  man  is 
getting  only  a  small  proportion  of  his  cost.  I  saw  one  time  in  the 
market  there  when  there  was  not  a  cotton  buyer  except  a  Negro  who 
was  buying  for  speculation. 

Representative  Funk.  Here  is  an  instance  in  my  own  experience. 
I  fed  a  bunch  of  cattle  last  winter,  and  after  I  had  fed  them  and 
fattened  them  the  cattle  brought  $1,500  less  than  I  had  paid  for  them. 

Mr.  Wannamaker.  Yes;  we  have  a  great  deal  of  that  down  there. 
We  have  a  lot  of  cattle  down  there  that  we  absolutely  can  not  pay  the 
freight  on. 

How  do  we  explain  this  condition  existing  here  when  we  compare 
our  condition  witn  that  of  other  countries  during  the  war  ?  I  can  not 
understand  to  save  my  life  why  we  should  not  be  in  far  better  con- 
dition than  they.  I  can  see  this  solution,  that  the  removal  of  the 
War  Finance  Corporation,  wherebv  the  means  of  transportation  and 
export  was  closed,  was  a  gigantic  blunder.  Following  that  came  the 
high  discounts,  the  restriction  of  credit,  and  the  contraction  of  the 
currency.  There  was  a  restriction  of  the  credits  in  this  country  of 
nearly  $34  per  capita  within  12  months. 

Then  there  is  the  excess  profit  proposition.  Profits  must  go  lower; 
profits  are  too  high.  You  drive  the  buyers  from  the  market.  The 
merchants  to-day,  if  they  take  their  stock  at  replacement  value,  are 
practically  broke.  You  have  not  got  a  buyers'  strike;  people  simply 
nave  not  got  the  means  whereby  to  buy. 

In  addition  to  that  we  have  practically  one-third  of  the  gold  of  the 
entire  world.  What  would  be  the  benefit  of  piling  up  all  the  gold  of 
the  entire  world  and  not  using  it  as  a  medium  for  lowering  rates  of 
discount  and  for  a  circulating  medium  ? 

Representative  Funk.  The  governor  of  the  Federal  Reserve  Board 
says  if  there  is  any  restriction  of  credit  in  the  agricultural  industry  it 
was  not  through  any  action  of  the  Federal  Reserve  Board. 

Mr.  Wannamaker.  He  is  perfectly  welcome  to  his  opinion,  and  so 
am  I,  and  so  are  you  to  yours.  But  the  facts  are  incontrovertible. 
Your  loans  are  $1,000,000,000  less  than  they  were  a  year  ago. 

The  Chairman.  We  had  a  very  high  gold  reserve  in  1916 1 

Mr.  Wannamaker.  We  have  one-third  of  the  gold  reserve  of  the 
world.  Here  is  another  thing,  and  I  am  glad  you  mentioned  that. 
There  is  no  country  on  the  face  of  the  globe  fliat  will  buy  goods  on  the 
American  market  if  it  can  buy  anywhere  else,  on  account  of  the  ac- 
cumulation of  gold  here  and  the  drastic  deflation.  They  will  buy 
anywhere  else  instead  of  buying  in  America  You  have  put  up  a  gold 
barrier  between  them  ana  us.  Talk  about  it  being  a  beneficial 
barrier;  I  would  not  like  to  be  on  the  outside  looking  over  here  with 
one-third  of  the  gold  of  the  world  accumulated  on  this  side,  with 
bankruptcy  rampant  and  suicide  here  and  there.     When  you  ac- 
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cumulate  the  gold  in  one  spot  it  affects  civilization  and  commerceL 
That  is  a  situation  you  can  not  get  around.  I  know  from  first-hand 
information  of  conditions  in  other  countries.  Following  the  cessation 
of  hostihties  we  had  an  opportunity  to  set  the  world  trade 

The  Chairman  (interposing).  If  conmtions  are  better  over  there, 
they  ought  to  be  able  to  sell  us  goods  and  get  some  of  this  gold  back. 

Mr.  Wannamaker.  But  they  have  no  buying  power.  It  you  will 
take  up  world  conditions  you  will  see  how  they  are  situated.  If  you 
will  look  at  India  to-day  vou  will  see  a  country  that  has  gotten  in  very 
bad  condition.  Thev  will  not  trade  with  the  mother  country.  They 
are  returning  all  of  the  war  medals. 

Representative  Sumners.  Bank  officials  say  they  are  rediscoiinting 
all  the  paper  that  is  tendered  to  them  for  rediscount.  They  say  they 
are  not  restricting  member  banks  in  that  regard;  they  say  they  do  not 
go  any  further  than  good  judgment  suggests  in  the  matter  of  refusing 
any  paper. 

Mr.  Wannamaker.  I  sent  a  paper  out,  largely  in  the  South  but 
also  in  the  West,  and  I  want  to  tell  you  that  thebankers  are  absolutely 
afraid  of  their  shadows.     That  is  the  condition  with  reference  to  them. 

Representative  Sumners.  You  mean  they  are  afraid  they  might  be 
called? 

Mr.  Wannamaker.  Yes,  sir.  On  top  of  that  they  are  not  sending 
a  single  piece  of  paper  they  can  help  sending.  I  am  very  much  afraid 
the  statements  I  am  makmg  to-day  are  going  to  cause  me  trouble;  I 
hopfe  not,  but  I  am  here  to  tell  you  that  the  banks  are  absolutely 
afraid  of  their  shadows.  There  is  autocratic  rule  down  there,  and 
they  are  afraid  to  call  their  souls  their  own. 

Kepresentative  Funk.  Do  you  mean  that  they  are  afraid  the 
Federal  Reserve  Board  will  call  in  rediscounts  ? 

Mr.  Wannamaker.  Yes,  sir;  that  is  exactly  what  I  mean. 

Representative  Funk.  If  they  have  a  bigger  gold  reserve  than  they 
have  nad  for  years  why  should  that  be  so  7 

Mr.  Wanamaker.  Yes,  sir;  we  have  one-third  of  the  entire  gold 
reserve.  They  could  issue  three  billions  of  dollars  of  credit  to-morrow 
based  upon  that. 

Representative  Funk.  Isn't  there  an  unnecessarv  alarm  on  the  part 
of  the  bankers,  if  that  is  so,T>ecause  the  banks  are  in  fine  shape  ? 

Mr.  Wannamaker.  But  if  you  get  shot  at  a  few  times  you  are 
afraid  you  will  be  shot  at  again.  If  you  get  a  command:  Reduce 
your  loans,  and  if  you  do  not  reduce  your  loans  get  the  indorsement 
of  your  board,  you  will  be  afraid  to  move.  The  secretary  of  my  Statt* 
association  shot  his  brains  out,  and  in  Georgia  it  was  the  sarne  way. 
Men  can  not  stand  the  financial  strains  that  come  upon  them,  espe- 
cially when  they  have  the  responsibility  of  being  in  charge  of  other 
people's  money.  When  they  Know  they  may  have  to  put  up  addi- 
tional collateral  from  time  to  time,  and  can  not  get  any  more  col- 
lateral to  put  up,  you  can  imagine  the  condition  they  are  in. 

Representative  Sumners.  Do  you  mean  that  the  Federal  Reserre 
Board  or  the  bank  in  the  district  is  requiring  that  ? 

Mr.  Wannamaker.  I  do  not  mean  that  my  district  is  doing  that, 
but  the  Federal  reserve  bank  is  requiring  it  generally.  That  is  true 
and  there  is  no  use  of  their  denying  it.  It  is  a  part  of  the  policy  of 
drastic  artificial  deflation,  and  is  unnecessary;  it  is  a  commercial 
crime.     As  a  part  of  that  policy  rediscount  ratos  wore  raisc<l. 
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I  am  sat'sfied  it  got  loose  from  them  and  went  really  further  than 
it  was  intended  to  go,  and  now  to  stop  the  proposition  is  a  question. 
What  happens?  A  bank  will  constantly  be  getting  letters:  Reduce 
jour  loans.  Then  the  bank  will  get  a  letter:  Get  the  indorsement  of 
your  board  of  directors.  I  have  seen  letters  of  both  kinds,  and  I 
Know  what  I  am  talking  about. 

C!otton  is  nonperishable.  A  person  can  keep  it  for  50  years.  Must 
I  put  up  additional  collateral  in  order  to  get  paper  rediscounted,  .and 
after  that  must  the  bank  give  its  indorsement? 

I  am  here  to  teUvou,  as  an  American  citizen,  of  the  actual  condi- 
tions that  exist.  Tne  gentlemen  of  this  commission  are  handling  the 
most  important  subject  before  the  people  of  America  to-day;  and  if 
there  is  not  relief  to  apiculture  there  will  be  the  greatest  disaster 
that  ever  occurred  in  tnis  country. 

Representative  Sumners.  The  banks  require  more  than  a  dollar 
for  a  dollar  of  collateral  ? 

Mr.  Wannamaker.  Yes,  sir. 

Representative  Sumners.  Where  they  have  cotton  paper  tendered 
as  the  basis  for  rediscount  and  the  valuation  of  the  cotton  is  some- 
where near  the  market  value  at  the  time  of  the  tender  ? 

Mr.  Wannamaker.  Yes,  sir.  The  banks  have  one  and  a  half  and 
in  some  cases  two  for  one.  Let  us  see  if  there  is  any  wildcat  banking 
in  this  proposition.  It  has  been  in  vogue  in  Germany  for  50  years. 
Agricultural  products  finance  themselves,  not  for  full  value  but  has 
to  be  margined  80  per  cent.  Currency  is  issued  upon  it,  and  imme- 
diately upon  sale  the  currency  is  canceled.  I  begged  them  in  a  letter 
not  to  hold  down  upon  the  banks,  not  to  make  them  hew  to  the  line 
on  what  they  are  getting,  but  to  permit  cotton  to  a  certain  extent 
to  finance  itself.  The  banks  have  one  and  a  half  and  sometimes  two 
for  one. 

A  banker  told  me  the  other  day:  *'I  have  not  got  in  mv  safe  but 
$16,000  worth  of  paper.  I  have  put  m-actically  around  one  and 
seventy-five  hundredtns  to  two  for  one.  They  have  agreed  to  release 
some  of  that  paper  and  hold  the  other.*' 

I  know  of  another  bank  that  has  one  and  a  half  to  one,  and  in 
addition  to  that  has  Liberty  bonds  for  a  certain  amount.  ^^Liqui- 
date," they  say.  '^Who  are  you  going  to  sell  to?'*  If  my  friend, 
Mr.  Byrnes,  can  tell  me  some  one  to  sell  to  when  there  is  no  buyer, 
he  can  be  President  of  the  United  States.  Manufacturers  are  not 
buying;  at  least  they  are  only  buying  from  hand  to  mouth. 

Kepresentative  Sumners.  You  can  not  dispose  of  this  commodity 
in  Quantity  in  that  kind  of  a  market  ? 

Mr.  Wannamaker.  No.  Gov.  Harding^s  definition  of  orderly 
marketing  is  for  cotton  to  be  supplied  to  the  market  as  needed  by 
the  legitimate  consumer. 

Let  me  get  myself  perfectly  clear  on  this  proposition.  I  have 
recommended  what?  I  said  I  stand  for  the  Federal  reserve  act.  I 
have  urged  that  the  committee  indorse  and  recommend  lowering  the 
rediscount  rate  on  Liberty  bonds.  I  sold  Libertv  bonds  during  the 
war  with  the  statement  that  they  were  going  to  be  kept  at  par,  and 
when  my  Government  buys  in  its  bonds  at  a  deflated  price  1  assume 
they  would  be  pursuing  exactly  the  course  I  would  if  I  bought  in 
n\y  note  at  less  than  the  dollar  for  dollar.  I  say  the  bonds  of  the 
people  should  go  back  to  par  and  let  them  carry  them.    The  bonds 
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depreciated  because  the  rate  of  the  bank  is  6  per  cent^  while  the  bonds 
only  draw  4  per  cent.  The  bonds  are  drifting  into  the  hands  of  the 
wealthy. 

The  Chairman.  Would  we  not  be  chained  with  the  policy  of 
squeezing  out  the  bonds  from  the  little  folks,  and  now  when  the  big 
folks  have  them  putting  them  back  to  par  ? 

Mr.  Wannamaker.  Yes,  sir.  But  I  think  that  can  be  explained 
in  this  way:  If  you  put  a  rate  on  Liberty  loan  bonds,  say,  3^  per 
cent,  it  immediately  brings  up  a  mandatory  situation  and  helps  the 
price  of  agricultural  products.     The  banks  have  made  enou^  to 

frant  a  low  rate.  Two  hundred  per  cent  is  enough  for  a  while.  They 
ad  a  meeting  in  New  York  the  other  day,  attended  by  every  line 
of  industry  represented  in  the  cotton  business  from  the  banker 
down.  What  aid  they  recommend  t  They  passed  a  resolution  urg- 
ing every  bank  in  the  Federal  Reserve  Board  to  lower  its  rate  on 
bonds,  I  think,  to  3^  per  cent  or  4  per  cent.  On  agriculture,  I  think, 
it  was  to  be  not  more  than  4  per  cent. 

From  May,  1917,  to  May,  1919.  the  country  was  thrown  by  the 
Treasury  every  six  months  into  the  throes  of  a  Liberty  loan  cam- 
paign— five  loan  campaigns  in  two  years.  It  is  estimated  that  20,- 
000,000  people  or  more  subscribed  for  some  or  all  of  the  loans,  and 
that  2,000,000  people  took  part  as  workers  in  one  or  all  of  the  cam- 
paigns. During  tnese  two  years,  covering  the  whole  period  of  our 
participation  in  the  war  ana  six  months  after  the  fijghting  stopped, 
no  one  in  America  was  ever  allowed  to  forget  that  there  was  a  war, 
that  he  had  a  part  in  it,  that  that  part  included  buying  Liberty 
bonds  or  Victory  notes,  and  that  to  do  so  he  must  save  money.  The 
first,  second,  third,  fourth,  and  Victory  loan  campaigns  stand  out 
as  the  most  magnificent  economic  achievement  of  any  people — the 
achievement  of  100,000,000  united  people  inspired  by  the  finest  and 
purest  patriotism.  These  Liberty  loans  were  the  principal  instru- 
mentality in  raising  cash.  As  result  a  stream  of  gold  was  poured 
into  the  war  chest  ooth  at  home  and  abroad  fightmg  the  war  to  a 
successful  completion.  People  bought  bonds  far  beyond  their  means. 
It  was  the  understanding  in  the  sale  of  these  bonds  that  in  one  sense 
the  people  were  loaning  the  Government  their  credit;  that  they 
would  be  given  amply  time  to. pay  for  the  bonds,  that  liberal  ext^- 
sions  were  made  through  the  banks  for  this  purpose.  The  raising 
of  the  rate  on  Liberty  bonds  to  6  per  cent  ana  7  per  cent,  of  course, 
forced  valuable  bonds  down.  The  purchase  of  bonds  by  the  Grovem- 
ment  at  a  depreciated  value,  whereby  they  settled  the  debt  for  the 
bonds  at  a  saving  to  the  Government  of  around  $100,000,000,  seems 
almost  sacrilege  when  we  consider  that  those  bonds  were  bought 
from  people  vmo  purchased  them  as  a  matter  of  purest  patriotism 
and  upon  the  assurance  that  loans  on  the  bonds  would  be  carried 
for  them  untU  the  principal  could  be  discharged  and  the  bonds  paid 
for,  and  of  course,  the  purchaser  as  well  as  those  who  were  selling 
the  bonds,  fully  understood  that  the  Government  bonds  would  always 
be  gilt  edge;  it  was  never  once  intimated,  nor  could  anyone  be  induced 
to  Delieve,  that  the  rate  would  be  raised  to  such  a  point  as  would 
depreciate  the  value  of  the  bonds  as  has  been  done. 

The  Chaikman.  Does  not  that  mean  that  instead  of  the  Federal 
reserve  bank  making  the  money  the  national  banks  would  make 
the  money  ? 
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Mr.  Wannamaker.  Let  us  concede  that  the  national  banks  will 
make  the  money.  They  have  been  running  long  enoi^h  without 
making  money.  If  you  jeopardize  vour  banking  institutions,  as 
they  are  being  jeopardizea,  I  do  not  Know  what  \^1  happen.  And 
if  you  continue  present  conditions  in  the  matter  of  agricultural 
commodities  you  will  see  where  the  panic  will  go.  They  say  in  this 
deflation  matter  that  if  you  lower  tne  interest  rate  it  will  have  an 
eflFect  upon  commodity  prices.  I  grant  that.  All  the  circulars 
state  that.  They  say  if  you  raise  the  rate  it  will  lower  prices,  and 
if  you  lower  the  rate  it  will  raise  prices.  But  I  take  this  position, 
that  when  the  Federal  Reserve  Board  adopts  a  policy  that  affects 
every  investment  in  this  Nation  it  should  be  handled  differently  than 
it  is  handled  now.  It  should  be  handled  by  a  more  dempcratic 
board  than  handles  it  now,  and  there  should  be  a  larger  board.  I 
think  we  should  have  a  board  of  12  members.  I  thinK  the  various 
industries  should  be  represented.  That  is  true  in  England  and  in 
France. 

Now,  Mr.  Chairman  and  gentlemen  of  the  commission,  I  am  very 
sorry  to  have  taken  up  so  much  of  your  time.  I  wish  to  express  my 
appreciation  for  the  patience  you  have  shown  me.  I  have  been 
before  a  great  many  committees  and  commissions  and  have  never 
been  treated  more  patiently.  And  I  have  been  in  a  sick  condition 
to-day,  and  appreciate  the  consideration  shown  me. 

I  am  reminded  of  one  thing,  that  the  chairman  asked  about:  If 
you  lower  the  interest  rate  the  national  banks  will  probably  make 
what  the  Federal  reserve  banks  are  making  now.  I  nave  no  desire 
in  urging  a  lowering  of  the  interest  rates  to  say  that  the  national 
banks  should  make  that  money.  But  we  want  relief  for  agriculture. 
But  the  suggestion  has  beenput  out  ever  since  last  spring,  and  it  has 
spread  from  America  to  England,  and  is  now  world-wide,  that 
prices  are  too  high  and  must  go  lower.  The  only  way  you  can  rees- 
tablish confidence  in  case  a  bank  has  a  nm  made  upon  it  is  for  people 
to  go  to  the  depositors  and  tell  them,  if  that  is  so,  that  the  bank  is 
all  right  and  that  they  should  put  their  deposit  back.  If  you  lower 
the  rediscount  rate  it  will  restore  confidence  and  will  reestablish 
credit  and  will  restore  credit,  and  the  wheels  of  industry  will  begin 
moving  again. 

In  connection  with  my  suggestion  that  there  should  be  a  change^ 
in  the  board,  I  am  satisfied  you  gentlemen  of  this  commission  wdl 
be  able  to  recommend  a  better  proposition  than  I  have  suggested, 
but  unless  you  have  a  recommendation  from  the  different  divisions — 
and  I  ain  a  banker  myself,  but  I  am  not  competent  to  represent  all 
of  the  divisions,  nor  is  any  other  person^  able  to  do  it — unless  you 
get  that  judgment  you  can  not  meet  the  needs,  so  you  should  have 
suggestions  from  them  all.  In  conclusion  I  beg  to  file  with  the  com- 
mission the  recommendations  as  here  presented  in  line  with  the 
commission's  suggestions: 
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Rboommbndations. 
methods  of  agricultural  finakce  in  lbadino  european  countries. 

Finance  is  absolutely  essential  in  all  departments  of  modern  businesB  induding^ 
agriculture.  Particularly  is  this  true  of  staple  crops  like  cotton,  where  it  requires 
12  months  for  the  spindles  of  the  world  operating  under  normal  conditions  to  ccnisume 
the  production  of  one  crop.  Orderly  marketing  means  the  gradual  distribution  of 
the  crop  into  the  channels  of  trade  to  meet  only  the  legitimate  needs  of  the  spinners 
month  oy  month.  To  prevent  dimiping  cotton  on  a  speculative  market,  which  alwa^-s 
depresses  values,  and  to  take  advantage  of  orderly  selling,  the  growers  must  be  financed 
so  as  to  enable  them  to  market  safely  and  intelligently.  The  needs  of  farmers  can  not 
be  met  under  the  ironclad  rules  of  commercial  banking.  Farmers  can  not  secure  s 
quick  turnover  of  crops,  it  takes  12  months  or  longer  to  produce  and  the  same  period 
of  time  to  consume.  This  important  fact  has  been  learned  in  leading  agricultories 
like  Germany.  In  Europe  botn  short  and  long  term  finance  for  farmers  has  for  many 
years  been  completely  divorced  from  any  connection  whatever  with  commercial 
banking.  The  agricultural  banking  facilities  are  in  a  separate  and  distinct  class  to 
themselves  and  loans  are  so  arranged  as  to  meet  the  full  reouirements  of  the  fanner? 
as  to  time,  and  at  a  lower  rate  of  interest  than  the  commercial  banks  charge  for  handling 
short-term  commercial  paper.  Experience  has  taught  these  foreign  countries  that  the 
safest  methods  to  insure  maximum  production  on  the  farms  is  to  provide  easy  and 
ample  methods  of  finance  for  the  farmers  for  such  time  as  required  for  loans  and  at 
an  annual  rate  of  interest  not  exceeding  4  to  4^  per  cent  per  annum.  Restrictii;^  of 
credits  for  farmers  is  never  encouraged  or  permitted  by  the  Governments  of  European 
countries.  Whether  during  the  period  of  production  or  the  marketing  of  farm  pnxluct? 
ample  funds  are  always  available  and  no  record  of  fiEurm  banks  failing  can  be  found 
during  the  past  75  years  of  their  existence  in  European  countries.  The  creation  of 
farm  land  Imnks  in  this  coimtry  for  long-time  loans  will  be  of  incalculable  value  if 
they  are  encouraged  and  financed  so  as  to  fully  meet  the  demands  made  upon  them. 
Short-time  loans  for  farmers  operating  somewhat  upon  the  same  principles  as  the  isatsk 
land  banks  would  prove  of  inestimable  value  to  the  American  farmers. 

I  believe  the  act  regulating  the  operation  of  the  12  regional  reserve  banks  could 
be  so  amended  as  to  meet  the  needs  of  agriculture  for  6, 12,  and  18  months*  loans  with- 
out the  creation  of  a  separate*  and  distinct  banking  system  for  such  short-time  loans. 
The  rural  districts  of  the  coimtry  are  already  honeycombed  with  small  banks  engaged 
in  what  is  termed  commercial  banking.  These  rural  banks  could  feed  farmers'  paper 
to  their  respective  regional  reserve  banks,  just  as  the  short-time  farm  paper  is  fed 
from  the  European  Rsuffeisen  banks  to  a  central  bank  in  designated  territory.  The 
regional  reserve  banks  could  have  a  separate  and  distinct  department  for  handliiig 
and  rediscountin^  farm  paper  running  for  a  longer  period  of  time  than  ordinary  com- 
mercial  loans.  Six,  12,  and  18  months'  agricultural  loans  (the  18  months'  paper  appli- 
cable only  to  live  stock)  coijld  be  rediscounted  at  a  lower  rate  than  commercial  loans, 
and  the  member  banks  should  not  be  permitted  to  chai^  the  borrower  exceediM 
1  per  cent  more  than  the  special  rediscount  rate  fixed  by  the  re8er\'e  bank.  Sucn 
loans  should  not  be  a  charge  upon  the  basic  line  fixed  by  the  reserve  bank  or  member 
banks  handling  farm  loans  of  this  ch3uucter.  1  will  not  go  into  deeper  detail  on  this 
subject,  as  1  am  presenting  the  subject  to  your  attention  for  such  consideration  and 
recommendation  as  you  may  desire  to  give  to  it.  I  think  everyone  who  has  givwi 
thought  or  study  to  our  present  system  of  agricultural  finance  in  this  country  on  short, 
term  loans  must  admit  that  the  system  is  primitive  and  totally  inadequate  or  satis- 
factory to  the  real  needs  of  the  farmers.  This  is  a  country  of  pxirely  commercial 
banking,  and,  the  needs  of  agricultural  finance  is  always  regardea  as  an  indififerent 
or  secondary  consideration. 

A^culture  can  not  be  forced  to  adopt  the  methods  of  commercial  banking  without 
entaiUng  great  inconvenience,  suffering,  and  loss  upon  the  farmers.  When  fanners 
fail  to  prosper  the  Nation  suffers.  Agricultural  finance  must  be  worked  out  to  meet 
the  real  needs  of  a^culture  and  not  based  upon  the  ideas  and  \dewB  of  whit  com- 
mercial bankers  think  is  best  for  the  farmers.  I  beg  that  you  give  earnest  considera- 
tion to  this  matter  and  to  the  full  extent  of  your  valued  cooperation  place  the  suoject 
fully  before  Congress  for  providing  the  necessary  relief.  Your  attention  is  speoiall.v 
called  to  Senate  Document  214,  Agricultural  Credits  in  Europe,  i^ued  1913. 
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THB  REVIVAL  OP  THE  WAR  FINANCE  CORPORATION  AND  ITS  VALUED  AID  IN  AMERICAN 

EXPORTS. 

I  wish  to  take  advantage  of  this  opportunity  to  express  the  deep  appreciation  of  the 
cotton-growing  interests  of  the  Nation  to  the  Congress  for  its  wifdom  in  re\iving  the 
War  Finance  Corporation  and  placing  its  operations  in  the  hands  of  men  who  are  using 
its  valued  financial  machinery  to  render  real  service  in  the  rehabilitation  of  our  ex- 
ports. When  we  consider  that  two-thirds  of  the  American  cotton  crop  must  be  exported 
each  year,  it  must  be  realized  that  anything  which  checks  or  stagnates  the  exports  of 
the  staple  not  only  strikes  a  severe  blow  to  the  growers  of  the  crop  but  likewise  affects 
tb0  financial  income  of  the  Nation  from  foreign  countries.  The  Members  of  Congress, 
therefore,  who  so  overwhelmingly  by  their  votes  revived  the  activities  of  the  corpora- 
tion, displayed  a  statesmanship  and  broad  vision  of  a  national  and  international 
necessity  which  as  time  goes  on  will  be  of  incalculable  value  to  agriculture  and  the 
Nation  at  large.  The  necessity  for  a  Government  credit  corporation  to  aid  in  the  ex- 
port of  products  on  long-term  sales  has  been  fully  recognized  by  England  and  other 
leading  European  countries  engaged  in  foreign  commerce.  The  fact  that  the  War 
Finance  Corporation  is  extending  financial  aid  to  our  exports  will  have  a  most  stimu- 
lating effect  upon  commerce  and  tend  to  reestablish  confidence  in  business.  It  will 
give  hope  and  activity  to  foreign  industry,  which  so  badly  needs  American  raw  products, 
and  especially  cotton.  The  wheels  of  industry  need  to  turn  in  all  parts  of  the  world, 
and  the  greatest  stimulus  for  reviving  world  activities  now  is  to  supply  those  countries 
with  raw  products  which  are  hing  here  in  America  on  a  stagnated  market.  It  is  only 
through  production  that  we  can  pay  our  enormous  war  debt  and  successfully  meet 
the  changed  conditions  that  have  come  as  result  of  five  years  of  war,  burdening  us  not 
only  with  stupendous  sums  of  war  debts  but  creating  a  complete  sociological  and 
economic  change  which  would  not  have  developed  in  500  years  of  natural  evolution. 
Complete  paralysis  engulfs  a  great  part  of  the  world ;  initiative  has  been  destroyed  and 
conffdence  shaken  to  the  extent  that  many  industries  have  almost  ceased  to  function. 

Much  of  our  present  commercial  distress  is  attributable  to  a  total  disregard  of  the 
changed  conditions  and  a  false  and  blind  adherence  to  a  belief  in  prewar  conditions. 
The  abandonment  of  the  belief  in  a  return  to  prewar  standards  and  a  general  recognition 
and  acceptance  of  a  revised  standard  of  values  refiecting  existing  conditions  is  abso- 
lutely necessarv  to  restore  confidence  and  to  facilitate  production  and  the  movement 
of  international  trade. 

IT  18  AS  IMPORTANT  TO  LOWER  THE  FREIGHT  R.\TE8  OP  THE  COUNTRY  AS  IT  18  TO  LOWER 
THE    REDISCOUNT  INTEREST  RATES. 

With  inflated  railway  rates  fixed  and  subsidized  by  the  Government  and  deflated 
prices  for  farm  products,  there  is  no  inducement  to  farmers  to  increase  production  in 
many  of  the  essential  lines  of  agriculture.  Thousands  of  acres  of  growing  food  crops 
were  allowed  to  rot  in  the  fields  this  year  because  of  prohibitive  frei^t  rates  on  putting 
such  crops  into  market.  In  many  of  the  staple  hues  of  agriculture  the  freight  rate 
absorbs  the  market  price  of  the  crop  shipped.  Transportation  facilities  are  impera- 
tive to  the  commerce  of  the  Nation,  but  excessively  hi^h  freight  rates  tend  to  put  an 
embargo  on  the  marketing  of  raw  products  which  vitally  affects  the  business  of  the 
fanners.  It  is  utterly  impossible  to  deflate  the  values  of  farm  products,  such  as  had 
been  done  in  the  past  12  months,  and  msdntain  inflated  freight  rates  without  seriously 
crushing  the  agricultural  industry  of  the  Nation. 

I  would  earnestly  ur^e  your  committee  to  give  thoughtful  consideration  and  careful 
investigation  into  this  important  matter.  The  railroad  rates  are  fixed  and  controlled 
by  governmental  machinery  with  unlimited  power,  while  the  products  of  the  farm  are 
practically  without  protection  and  subservient  to  the  manipulations  of  trade.  To 
mduce  increased  production  and  distribution  of  necessary  farm  products  there  must 
of  necessity  be  adequate  and  reasonable  transportation  facilities.  The  railway  rates 
are  as  high  or  higher  than  they  were  when  all  products  were  selling  at  inflated  values. 
If  the  Federal  Reserve  Board,  through  drastic  restrictions  of  credits,  contraction  of 
the  currency,  and  high  rediscount  interest  rates,  can  iorce  down  the  prices  of  products 
and  commodities  throughout  the  Nation,  clearly  the  Government  has  the  power  to 
1  ower  freight  and  ex  press  rates  correspondingly . 

NECESSriY  FOR  ENACTMENT  FEDERAL  LEGISLATION  TO  SECURE  ECONOMIC    REFORM   IN 
BALING  AMERICAN   COTTON. 

Careful  investigations  made  by  experts  of  different  departments  of  the  Federal 
Government  place  the  burden  of  enormous  economic  losses  on  the  cotton  crop  each 
year  amounting  to  nearly  $200,000,000  on  the  present  primitive  and  expensive  ii^pth- 
oda  of  baling  and  recompression.    The  present  method  of  baling  cotton  imposes 
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unneceasary  high  fixed  charges  on  excess  storage,  insurance,  freight  rates,  recompres- 
sion, sampling,  waste,  and  further  losses  of  approximately  $75,000,000  per  annum 
caused  by  country  damage.  The  practical  loss  of  the  value  of  one  entire  cotton  crop 
to  the  growers  every  10  years  results  from  the  present  system  of  baling. 

All  of  these  enormous  losses  could  be  saved  to  the  farmers,  the  spinners,  and  the 
ultimate  consumers  of  cotton  goods  by  the  adoption  of  high  density  gjn  compresnon 
by  the  cotton  ginneries  of  the  country.  Congressional  aid,  however,  is  imperatively 
necessary  to  enable  the  ginners  and  die  farmers  to  utilize  the  economies  of  high  den- 
sity gin  compression  and  break  the  strangle  hold  of  the  organized  and  powerful  recom- 
press  interests  on  the  cotton-handling  industry. 

Senator  Joseph  E.  Ransdell,  of  Louisiana,  has  introduced  into  the  Senate  a  bill 
which  if  enacted  into  law  will  give  the  necessary  relief  to  encourage  hi^  density 
gin  compression.     Following  is  a  copy  of  the  bill  referred  to: 

''A  bill  to  regulate  interstate  shipments  of  cotton,  and  for  other  purposes. 

^'Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of  America 
in  Congress  assembled^  That  the  Interstate  Commerce  Commission  shall  estaolish  and 
enforce  preferential  rates  on  shipments  of  cotton  based  upon  the  cubic  foot  contents 
of  the  bale.  In  reaching  its  decision  the  commission  shall  take  into  consideration 
the  density  of  the  bale,  the  amount  of  space  it  occupies,  its  uniformity  in  size,  the 
character  of  its  coveriog  as  a  safeguard  against  damage  or  fire,  and  any  other  points 
that  seem  fairly  to  entitle  it  to  favorable  discrimination." 

The  railroads  refuse  to  grant  the  same  concessions  in  rates  to  high  density  gin  com- 
pressed cotton  as  they  grant  to  recompressed  cotton,  notwithstanding  the  fact  that  high 
density  gin  compressed  bales  will  load  cars  to  full  carrying  capacity  at  initial  points 
of  shipment.  It  requires  four  box  cars  to  carry  as  many  of  the  present  gin  bales  as 
could  be  loaded  in  one  car  of  high  density  gin  compressed  bales,  and  nearly  twice  as 
many  cars  to  carry  the  same  tonnage  of  recompressed  bales  as  is  given  in  high  density 
gin  compressed  bales. 

This  is  the  only  cotton-producing  country  in  the  world  which  follows  the  same 
wasteful  and  disgraceful  system  of  putting  into  the  channels  of  commerce  the  same 
type  bale  of  cotton  used  50  years  ago.  The  American  bale  of  cotton  to-day  is  regarded 
by  the  spinners  of  the  world  as  the  most  disgraceful,  expensive,  and  unRatisfactor}' 
package  of  any  kind  which  enters  commerce.  American  and  foreign  spinners  and  the 
growers  of  cotton  in  this  country  have  pleaded  for  high  density  gin  compression  of 
American  cotton  for  25  years  without  results.  Machinery  has  been  inventea  of  several 
round  and  square  bale  types  which  is  ready  and  available  whenever  the  railroads  are 
forced  by  law  to  reco^ize  the  high  densaty  gin  compressed  bales  as  an  economic 
package  in  transportation  and  give  to  that  system  of  baling  the  same  rights  accorded 
to  recompressed  bales. 

I  would  therefore  urge  your  favorable  consideration  of  the  Ransdell  bill  above 
referred  to  in  the  interest  of  vitally  needed  economic  reforms  in  the  baling  and  hand- 
ling of  the  cotton  crops  for  the  future. 

CREATION  OP  A  BOARD  OP  AWARDS  AND  THE  ESTABLISHMENT  OP  A  HALL  OF  8BR\1CB  OF 
THE  AGRICULTURAL  DEPARTMENT  OP  THE  UNITED  STATES  TO  PERPETUATE  THE  NAMES 
OF  THOSE  RENDERING  SIGNAL  SERVICE  TO  AGRICULTURE. 

It  has  been  well  said  that  the  well  being  of  a  people  is  like  a  tree;  agriculture  is  vs 
root;  manufacture  and  commerce  are  its  branches  and  its  life;  if  the  root  is  injured  the 
leaves  will  fall,  the  limbs  will  break  away  and  the  tree  will  die;  therefore,  the  man 
who  renders  outstanding  service  in  improving  agriculture  is  a  benefactor  to  mankind 
and  his  service  should  do  appreciated  and  commemorated.  For  this  purpose  and 
primarily  for  the  purpose  of  attracting  the  endeavors  of  man  in  assisting  and  promoting 
scientifically  agriculture,  improving  agricultural  conditions,  emphasizing  the  tremen- 
dous importance  of  agriculture,  I  uige  that  this  commission  prepare  a  bill  and  recom- 
mend its  passage  by  our  National  Government  for  creating  a  board  of  awards  to  be 
composed  of  the  Secretary  of  Agriculture,  the  chairman  of  Committee  of  Agriculture 
of  the  Senate,  the  chairman  of  the  committee  of  Agriculture  of  the  House  of  Repre- 
sentatives, and  two  members  at  large,  to  be  appointed  by  the  President,  it  being  the 
duty  of  this  board  to  recommend  for  the  purpose  of  receiving  the  title  of  **  Patrons  of 
Agriculture,"  men  who  either  by  financial  contributions,*  either  to  the  National 
Agricultural  Department  or  any  St^te  agricultural  department  or  existing  agricultural 
college  or  for  tne  purpose  of  establishing  additional  agricultural  or  norticultural 
colleges,  or  to  the  agricultural  associations  or  societies,  the  financial  contributioiie  to 
be  used  for  the  purpose  of  education  and  the  development  and  promotion  of  agrieultnie 
in  all  of  its  branches;  also  those  who  have  rendered  signal  service  by  the  development 
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of  means  and  metnods  of  increadng  production;  also  to  men  who  by  a  discovery  of 
scientific  methods  have  eCPected  great  oenefits  in  the  promotion  of  agriculture,  includ- 
ing the  eradication  of  insect  damage;  also  for  men  who  have  discovered  and  perfected 
paints,  inventions,  processes  and  improvements  that  will  contribute  to  the  better- 
ment and  enlargement  of  agriculture.  The  men  so  selected  must  be  selected  because 
their  accompUsnments  are  not  only  worthy  of  the  present  but  because  they  are 
permanent. 

COMMIB8ION  TO  SXTSND  U8S8  OF  AMBRIGAN  COTTON. 

Just  before  President  McKinley  was  assassinated  he  declared  in  a  public  speech 
that  the  time  had  now  come  when  we  must  trade  with  other  nationa  through  agree- 
ment and  that  reciprocity  should  be  our  national  policy.  President  McKinley  had 
a  broad  vision  in  tnis  matter.  He  had  a  bill  introduced  for  the  appointment  of  a 
cotton  commission  of  five  men  to  be  appointed  by  the  President  to  visit  foreign  coun- 
tries, inveeti^te  conditions,  and  to  establish  trade  relations  to  the  end  of  establishing 
in  all  countries  possible  a  market  for  raw  material  and  for  our  manufactured  goods. 
I  urge  in  the  stron^t  terms  that  the  Agricultural  Investigating  Commission  prepare  a 
bill  to  be  enacted  into  law  for  the  purpose  of  living  such  a  commission  appointed  and 
use  every  effort  possible  to  have  this  bill  passed,  lliis  commission  should  oe  appointed 
for  a  period  of  five  to  six  years  and  during  that  time  should  visit  every  coimti^,  estab- 
lishing trade  relations  with  these  countries  and  agreeing  upon  the  terms  upon  which 
Dot  only  raw  cotton  and  cotton  goods  but  other  products  subject  to  exportation 
should  be  admitted  into  the  ports  of  the  world. 

PERSONNEL  OF  THE   COUMISSION. 

The  conimissioB  should  be  composed  of  two  representatives  of  the  section  of  America 
producing  wheat  and  com  and  raising  cattle  and  two  representatives  from  the  section 
of  America  raising  cattle  and  one  representative  at  large.  This  would  result  in  form- 
ing a  world-wide  market  for  our  products  subject  to  export,  and  we  would  thus  find 
that  the  demand  for  agricultural  products  would  be  enormously  increased  and  that 
15,000,000  bales  of  American  cotton  would  scarcely  supply  one-half  of  the  world's 
needs. 

SOENTIFIC  RESEAHCH  COMMISSION  FOR  COMBATINO  DESTRUCTIVE  COTTON  BOLL  WEEVIL. 

Cotton  is  the  leading  product  in  American  commerce  and  international  trade. 
It  is  the  Nation's  greatest  single  monetary  asset.  The  boll  weevil  now  covers  77 
pr  cent  of  the  cotton-producing  area  of  America.  The  destruction  caused  by  the 
Doll  weevil  during  the  present  year,  as  shown  by  the  Government  records,  is  the 
most  serious  ever  known,  and  unless  some  scientific  method  can  be  secured  lor  com- 
bating the  inroads  of  the  boll  weevil,  the  destruction  of  the  American  cotton  crop 
will  become  even  more  serious.  Methods  for  combating  and  controlling  the  boll 
weevil  damage  is  not  only  a  national  and  international,  but  a  world  problem.  Un- 
leas  some  scientific  method  can  be  speedily  secured,  it  will  have  a  most  disastrous 
effect  upon  the  commerce  of  the  Nation  and  upon  every  line  of  the  cotton  industry 
of  the  entire  world . 

I  therefore  urge  that  the  Joint  Congreesional  Committee  on  Agricultural  Inquiry 
prepare  a  bill,  appropriating  ample  funds  to  be  used  to  secure  the  concentrated  effort 
of  the  scientific  world  to  secure  methods  for  either  destroying  the  boll  weevil  or  min- 
imizing the  damage  of  same. 

The  monopoly  of  the  cotton  producing  industry  is  controlled  by  America,  we  pro- 
ducing 84  per  cent  of  the  cotton  of  three-fourths  inch  staple  and  over  of  the  world, 
and  this  monopoly  is  in  jeopardy  as  the  result  of  the  fearful  ravages  of  the  boll  weevil, 
no  method  having  been  discovered  for  combating  same.  The  damage  is  not  only 
fearfully  increasing  the  cost  of  production,  but  has  reached  such  proportions  that 
now  threatens  the  very  industry. 

The  cotton  area  north  of  certain  latitudes,  for  a  number  of  years  after  the  boll  weevil 
entered  the  American  cotton  belt,  was  con^iidered  immune  to  the  boll  weevil.  The 
seriousness  of  the  situation  is  now  greatly  added  to,  as  it  is  found  that  the  boll  weevil 
has  become  acclimated  to  such  an  extent  that  no  section  of  the  cotton  belt,  regard - 
lesB  of  location,  will  be  immune  to  his  inroads;  that  the  boll  weevil  can  exist  and 
ncsttoy  the  cotton  crop  in  any  section  where  cotton  can  be  grown.  So  that  it  is  only 
a  matter  of  a  short  time  before  he  will  cover  the  entire  cotton  belt.  In  addition  to 
that,  his  damage  is  fearfully  increasing  on  account  of  the  inability  to  discover  any 
me^od  to  com»at  with  same  over  the  section  that  he  already  covers. 
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This  is  a  national,  an  international,  and  a  wcvld  problem,  and  I  feel  that  it  should 
receive  the  most  serious  consideration  of  your  committee  and  that  you  should  give 
the  matter  the  serious  consideration  it  deserves  and  draft  a  bill,  making  a  luger 
appropriation  for  the  above  purposes,  such  appropriation  being  in  the  interest,  not 
only  of  the  a^culture  of  the  South,  out  of  the  commerce  of  the  entire  Nation,  and 
of  the  cotton  industry  of  the  world. 

The  Chairman.  The  commission  is  very  much  obliged  to  you, 
Mr.  Waimamaker.  We  will  adjourn  now  till  10  o'clock  to-morrow 
morning. 

(Whereupon,  at  5  o'clock  and  45  minutes  p.  m.,  the  commission 
adjourned  until  Wednesday  morning,  August  24,  1921,  at  10 
o'clock.) 
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WEDNESDAY,  AUGTrST  24,  1921. 

Congress  or  the  UNtrED  States, 
Joint  Commission  of  Agricultukal  Inquiry, 

Washington^  D,  C, 
The  joint  commission  met  at  11.15  a.  m.,  pursuant  to  adjournment 
Monday,  August  22,  1921,  in  room  70,  the  Capitol,  Hon.  Sydney  An- 
derson (chairman)  presiding. 

The  Chairman.  The  commission  will  come  to  order.  We  will 
hear  Gov.  Miller,  of  the  Federal  Reserve  Bank  of  Kansas  City. 

I  understand,  Gov.  Miller,  that  you  would  like  to  present  your 
subject  in  your  own  way,  of  course,  subject  to  any  interruptions  as 
members  or  the  commission  may  desire  to  clear  up  some  points,  and 
we  will  be  very  glad  to  have  you  go  ahead  now  with  your  statement 
along  that  line. 

STATEMENT  OF  ME.  J.  Z.  MTILER,  JB.,  OOVEEHOB  FEDERAL  BE- 
SEBVE  BANK,  EIANSAS  CITT,  MO. 

Mr.  Miller.  Mr.  CTiairman  and  gentlemen  of  the  commission,  I 
believe  that  the  Kansas  City  district  has  been  charged  with  charg- 
ing rates  of  interest  which  curtailed  agriculture  and  which  were 
rumolis'to  indtistries  that  are  commpn  to,  that  territory.  W[e  have 
prepared  some  charts  and  figures  on  the  causes  leading  up  to  the 
adoption  of  what  is  known  as  the  progressive  rate  of  interest,  show- 
ing how  it  was  applied  and  the  practical  results  of  that  application. 

Fii'st.  we  have  a  map  here  on  the  wall  entitled  "Absorption  of 
credit,  1920."  In  Januarj',  1920,  14  banks  in  Kansas  City  had  ob- 
tained from  the  Federal  Reserve  Bank  of  Kansas  City  34  per  cent  of 
its  lending  power.  Xine  banks  in  Omaha  had  absorbed  23.5  per  cent 
of  the  lending  power  of  the  Federal  Reserve  Bank  of  Kansas  City. 
Therefore  th^  two  cities  alone  had  absorbed  57  per  cent  of  the 
lending  power  of  our  bank. 

As  you  wUl  see  by  the  chart  and  the  line  I  point  to,  liquidation 
set  in  and  continued  up  to  February  15.  About  that  time  tne  spirit 
of  expansion  took  place  in  the  Kansas  City  district  as  well  as  in 
most  other  districts  in  this  country,  and  the  14  banks  in  Kansas  City 
rapidly  increased  their  borrowings  at  the  Federal  reserve  bank 
almost  to  an  angle  of  45°,  until  on  May  1,  1920,  those  banks  alone 
had  absorbed  50  per  cent  of  the  total  lending  power  of  our  Federal 
reserve  bank.  And  the  Omaha  banks  had  absorbed  23  per  cent. 
The  borrowings  of  these  23  banks  represented  73  per  cent  of  our  lend- 
ing power,  leaving  only  27  per  cent  for  the  1,063  other  member 
banks. 
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Congress,  in  April,  1920,  passed  an  amendment  to  the  Federal 
reserve  act  permitting  Federal  reserve  banks,  with  the  approval  of 
the  Federal  Beserve  Board,  to  charge  graduated  rates  of  interest. 
We  adopted  the  progressive  rate  on  April  19.  You  can  see  very 
readily  from  this  chart  how  it  distributed  credit.  Two  weeks  after 
the  progressive  rate  was  adopted  the  Kansas  City  banks  began  to 
reduce  their  loans  with  the  Federal  reserve  bank,  and  that  reduction 
proceeded  almost  at  the  same  angle  as  their  borrowings  had  increased 
during  the  two  previous  months,  and  by  the  middle  of  August  they 
had  reduced  their  loans  to  28  per  cent  from  the  high  point  of  50  per 
cent.    The  Omaha  banks  likewise  had  reduced  their  loans. 

Representative  Ten  Eyck.  Mr.  Chairman,  I  believe  it  might  be 
well,  in  connection  with  the  explanation  of  the  percentage  the  Kan- 
sas City  banks  borrowed,  to  know  the  percentage  of  the  basic  lines 
of  the  Kansas  City  banks  to  the  reserve  bank  in  that  district. 

The  Chairman.  Gov.  Miller  might  answer  that  question. 

Mr.  Miller.  About  40r)er  cent  of  the  borrowings. 

Representative  Ten  Eyck.  The  basic  line  of  the  Kansas  City 
banks  is  about  40  per  cent  of  the  reserve  bank;  what  was  the  hi«^h 
point  borrowed  from  the  reserve  bank? 

Mr.  Miller.  They  were  about  an  average  of  two  and  one-half 
times  over  their  basic  loans.  I  mean  they  were  averaging  about 
two  and  one-half  times  their  basic  lines  when  they  were  Dorrowing 
at  the  high  point. 

Representative  Ten  Eyck.  They  had  borrowed  two  and  a  half 
times  more  than  their  basic  line? 

Mr.  Miller.  It  was  an  average  of  that.  Some  had  borrowed  five 
times  more,  but  the  average  was  about  two  and  a  half  times  their 
basic"  line. 

The  Chairman:  You  may  continue  your  statement. 

Mr.  Miller.  Almost  from  the  beginning  of  the  Federal  reserve 
system  the  city  banks  in  our  district  had  rather  encouraged  the 
country  banks  to  avoid  the  Federal  reserve  bank  and  to  concentrate 
their  business  and  loans  with  them,  the  city  banks. 

But  after  the  progi'essive  rate  went  into  effect  and  the  lar|t^r 
banks  were  confronted  by  the  higher  rate  of  interest,  they  at  once 
communicated  that  information  to  their  country  correspondents  anil 
suggested  to  them  that  it  would  be  the  patriotic  thing  for  them,  at 
that  time,  to  avail  themselves  of  their  share  of  the  lending  power 
of  the  Federal  reserve  bank.  And  as  a  result  this  red  line  shows  the 
curve  of  new  borrowers.  From  the  very  day  we  put  in  effect  the 
progressive  rate  these  new  borrowers  began  to  come  forward,  and 
you  can  see  how  very  rapidly  they  increased. 

Very  likely  a  great  part  of  the  funds  which  were  borrowed  by 
the  new  borrowers  was  money  turned  back  from  the  larger  banks. 
This  served  well  the  purpose  of  the  Federal  reserve  bank  because 
we  had  a  liability  to  those  country  banks,  and  in  that  way  liquidated 
that  liability,  as*  it  were,  by  them  coming  in  and  getting  their  share, 
which  resulted  in  a  greater  distribution  of  credit. 

Representative  Ten  Eyck.  Just  before  you  leave  that  point:  nhy 
did  the  progressive  rate  of  interest  create  a  desire  on  the  part  of  the 
other  banks  to  borrow?  Or  why  did  it  induce  them  to  come  fonvard 
and  borrow  whereas  they  had  hot  theretofore  been  borrowing? 
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Mr.  Miller.  These  banks  fpointing  on  diagram]  ? 

Representative  Ten  Etck.  Yes. 

Mr.  Miller.  These  banks  were  borrowing  all  the  time  from  the 
city  banks,  and  doubtless  would  have  continued  borrowing,  and  this 
line  [pointing  on  diagram]  would  have  gone  way  up  here  probably. 
But  wnen  the  city  banks  had  to  pay  8^  per  cent  and  were  only  getting 
8  per  cent  themsleves  they  suggested  to  the  smaller  banks  that  they 
had  better  come  in  and  borrow  from  the  Federal  reserve  bank,  I  do 
not  think  it  induced  them  to  borrow  any  more  money  than  they  would 
have  borrowed  if  they  had  continued  to  borrow  from  these  larger 
banks,  but  certain  it  was  that  the  city  banks  would  verv  much  rather 
under  those  conditions  send  the  smaller  banks  to  the  Federal  reserve 
bank  to  get  their  proportion  of  the  loans  at  6  per  cent. 

You  see  we  did  not  increase  our  normal  rate  of  interest.  We  went 
on  the  principle  that  every  member  bank  in  our  district  was  entitled 
to  its  full  proportion  of  the  lending  power  at  the  very  lowest  reason- 
able rate  of  interest.  Therefore  when  several  Federal  reserve  banks 
increased  their  rate  to  7  per  cent  we  maintained  a  6  per  cent  normal 
rate ;  and  let  me  say  right  here  that  we  have  never  changed  that  rate 
up  to  this  time. 

Representative  Ten  Eyck.  Is  that  the  general  practice,  for  the 
smaller  member  banks  to  borrow  of  the  larger  city  banks  rather  thiln 
to  borrow  direct  from  the  Federal  reserve  bank  ? 

Mr.  Miller.  It  is  not  now  the  general  practice,  but  their  inclination 
has  been  to  borrow  from  the  city l)anks,  because  in  the  very  first  stages 
of  the  system  the  small  banks  were  told  by  some  of  the  city  banks : 
Now,  you  come  right  along  and  do  business  with  us,  send  all  your 
discounts  to  us,  and  we  will  have  transactions  with  the  Federal  re- 
serve bank.  These  fellows  up  here  are  rather  technical,  in  a  way, 
and  we  understand  how  to  comply  with  their  requirements.  As  a 
result  they  handled  practically  all  of  the  loans  of  the  smaller  banks 
for  the  first  two  or  three  years. 

Representative  Ten  Eyck.  Did  they  make  a  profit  oh  that  busi- 
ness? 

Mr.  Miijler.  Yes ;  because  up  to  the  time  when  we  put  in  the  pro- 
gressive rates  of  interest  we  had  never  made  a  loan  on  which  there 
was  not  a  profit  of  from  2  per  cent  to  4  per  cent  to  the  borrowing 
member.  Our  contract  rate  in  Missouri  is  8  per  cent,  in  Kansas  10 
per  cent,  in  New  Mexico,  Colorado  and  Wyoming  12  per  cent,  and 
our  average  rate  of  interest  for  the  entire  year  1920  was  just  a  little 
above  6  per  cent. 

Representative  Ten  Eyck.  Do  you  think  the  smaller  member  banks 
will  go  back  now  and  pay  tribute  to  the  larger,  city  banks,  even 
though  the  progressive  rate  is  discarded  ? 

Mr.  Miller.  No  ;  I  do  not.  I  think  many  will  come  to  the  Federal 
reserve  bank  hereafter. 

Mr.  Chairman,  may  I  refer  to  this  map  over  here  on  the  far  wall 
at  this  time,  because  this  map  really  tells  the  story. 

The  Chairman.  Very  well ;  we  will  move  over  to  that  map. 

Mr.  Miller,  Here  is  a  comparison  of  the  progressive  rates  as 
applied  in  the  tenth  district  with  the  7  per  cent  flat  rate  that  was 
adopted  by  at  least  four,  and  perhaps  other.  Federal  reserve  banks. 
We  adopted  the  progressive  rate  April  19,  1920. 
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For  the  12  days  of  April  we  had  loaned  an  average  of  $63,327^10, 
for  which  we  received  $130,307.64  interest,  or  at  the  rate  of  6J  per 
cent.  During  tlie  same  time  we  had  an  average  of  $18,226,494 
loaned  at  normal  rate  of  6  per  cent,  on  which  we  collected  $35,953 
interest,  making  a  total  average  of  loans  for  the  12  days  of  $81,553,- 
704,  on  which  we  collected  $166,261  interest,  the  average  I'ate  being 
6.20  per  cent. 

Had  our  district  adopted  the  7  per  cent  flat  rate  we  would  have 
levied  an  additional  tax  or  discount  on  our  district  of  $21,424.  The 
same  amount  at  7  per  cent  would  have  brought  $187,685  as  against 
$166,261. 

For  May  loans  averaged  $60,693,969  at  progressive  rates,  and 
$17,377,276  at  the  normal  rate,  6  per  cent.  All  normal  borrowings 
were  6  per  cent. 

I  want  to  say  that  embraced  in  this  column  are  included  all  the 
banks  that  were  affected  by  the  progressive  rate.  Of  course  the 
amounts  they  were  borrowing  at  normal  rates  are  also  included. 
This  normal  rate  list  represents  the  borrowings  of  banks  within  their 
basic  line,  and  therefore  not  affected  by  the  progressive  rates. 

So  in  May  our  loans  averaged  $78,071,245  and  the  average  rate 
of  interest  was  6.44  per  cent,  representing  a  saving  of  $36,652  to  our 
members. 

In  June  our  loans  averaged  $76,026,337  at  6.44  per  cent. 

P^r  the  entire  i^eriod  n'om  April  19  to  December  31,  1920,  the 
average  amount  loaned  to  banks  affected  by  the  progressive  rate 
was  $70,554,174.43.  The  average  amount  loaned  to  banks  within 
their  basic  line  was  $17,450,527.73,  or  a  total  average  of  $88,004,- 
702.15,  on  which  we  collected  $4,096,925.31  interest,  the  average  rate 
for  the  entire  time  being  6.61  per  cent. 

The  Chairman.  Does  that  $4,000,000  represent  the  amount  you 
actually  collected  or  does  it  represent  a  calculation  of  a  rate  upon  the 
average? 

Mr.  Miller,  No,  sir ;  it  means  the  absolute  amount  collected  to  the 
penny,  as  taken  from  the  books.  It  is  what  we  actually  collected  in 
money. 

If  we  had  adopted  the  7  per  cent  flat  rate  on  the  same  amount  of 
money  we  would  Tiave  collected  $4,337,546.94  from  our  district,  so 
what  we  charged  represents  a  saving  of  $240,621.63. 

At  the  same  time,  when  the  four  Federal  reserve  banks  adopted  the 
7  per  cent  flat  rate  they  also  adopted  a  6  per  cent  rate  on  Government 
securities,  but  the  Federal  reserve  bank  of  Kansas  City  still  held 
on  to  its  5^  per  cent  rate  on  Government  securities  until  the  28th  day 
of  September,  1920. 

We  loaned  during  the  month  of  April  $32,322,690  on  Liberty  bonds, 
on  which  the  difference  of  one-half  of  1  per  cent  represented  $5^13. 
We  loaned  on  such  securities  in  May  about  $35,201,077 ;  in  June,  about 
$37,403,303;  in  July,  about  $38,324,766;  in  August,  $40,184,001;  and 
in  September,  $44,099,762,  the  savings  for  each  of  the  months  being, 
respectively,  in  round  figures:  For  the  12  davs  of  April,  $5,000;  for 
May,  about  $15,000:  for  June,  about  $16,000;  for  July,  about  $17,A)0; 
for  August,  about  $15,000 ;  for  September,  about  $16,000 ;  represent- 
ing a  total  saving  of  $85,283.15.  The  saving  on  commercial,  agricul- 
tural, and  industrial  paper  and  on  bond-secured  papers  aggregated 
$325,904.78. 
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If  our  members  had  adopted  the  Miimeapolis  rate,  the  Federal 
Keserve  Bank  of  Kansas  City  would  have  turned  mto  the  Treasury 
just  that  much  more  money,  which  would  have  been  equal  to  a  levy 
of  $325,000  on  the  tenth  district  for  the  purpose  of  paying  a  fran- 
chise tax. 

But  that  is  not  all.  We  had  a  liability  to  extend  further  credit. 
When  we  were  lending  $63,000,000  to  banks  affected  by  the  progres- 
sive rate  of  interest  and  $18,000,000  to  banks  borrowing  at  normal 
rates,  we  had  649  member  banks  that  were  not  borrowing  at  all,  and 
they  were  entitled  to  a  basic  line  of  credit  of  $48,898,000.  There  were 
171  borrowers  affected  by  the  progressive  rate,  and  236  borrowers 
that  were  borrowing  within  their  basic  line.  To  those  236  borrowers 
we  had  a  direct  liability  to  extend  credit  of  $25,000,000.  So,  during 
the  month  of  April,  we  had  236  borrowers  under  their  basic  line  and 
649  nonborrowmg  members.  Therefore,  we  had  quite  a  liabilitv 
there,  in  fact,  $73,000,000  to  furnish  to  those  who  had  a  right  to  call 
on  us. 

When  the  new  borrowers  came  in,  represented  by  the  red  line 
shown  on  the  other  diagram,  you  observe  that  this  line  began  to  de- 
cline, and  the  number  of  nonborrowers  declined  from  649  to  364. 
You  will  also  observe  that  we  were  lending  to  practically  300  of  those 
nonborrowers  as  of  April. 

And,  gentlemen  of  the  commission,  during  all  this  period  the 
Kansas  City  Bank  was  borrowing  sums  ranging  from  $10,000,000 
and  $12,000,000  to  $48,500,000. 

The  Chairman.  That  is,  from  other  reserve  districts? 

Mr.  Miller.  Yes,  sir.  Therefore  we  had  extended  credit  equal  to 
our  own  lending  power  plus  the  $48,500,000  we  had  borrowed,  and 
our  reserve  at  that  time  was  just  above  40  per  cent. 

We  had  a  liability  to  extend  a  further  credit  of  $60,000,000.  The 
charge  has  often  been  made  that  we  should  have  gone  along  without 
paying  heed  to  the  $60,000,000,  for  which  members  borrowing  below 
their  basic  lines  had  the  right  to  call.  But  we  felt  that  section  4  of 
the  Federal  reserve  act,  charging  directors  and  officers  of  Federal 
reserve  banks  with  paying  some  regard,  in  fact,  it  says,  due  regard,  to 
the  rights  and  claims  of  other  members,  required  that  we  should 
give  consideration  to  it.  So  we  had  an  average  liability  there  of 
$60,000,000  to  banks  that  had  not  borrowed  their  full  basic  line,  and 
to  banks  which  had  not  borrowed  at  all. 

The  Chairman.  I  think  that  is  capable  of  misconception  because 
it  would  seem  that  you  were  borrowing  from  other  banks;  and  if  you 
were  borrowing  from  other  banks  that  you  were  lending  all  the  money 
you  had  and  some  besides. 

Mr.  Miller.  Yes. 

The  Chair3ian.  That  would  not  seem  to  indicate  that  you  had  an 
average  unused  credit  of  $60,000,000  as  indicated  on  that  chart. 

Mr.  Miller.  It  was  an  average  liability  to  extend  further  credit. 
We  did  not  have  the  funds  to  make  those  loans  but  we  had  a  liability 
to  banks  that  had  not  called  upon  us. 

Here  is  a  chart  showing  the  liability  for  each  month  which  we 
owed  the  member  banks.  These  member  banks  borrowing  below  their 
basic  line  were  entitled  to  certain  additional  borrowings,  and  this 
chart  shows  the  amounts  that  we  owed  them,  assuming  that  they 
would  borrow  just  to  their  basic  line  and  no  further. 
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The  Chairman.  I  understand  what  you  mean,  but  the  use  of  the 
term  "  average  unused  credit,"  might  to  a  casual  observer  indicate 
that  you  had  $60,000,000  in  the  bank  which  you  were  not  lending 
to  anybody. 

Mr.  Miller.  Probably  that  is  a  poorly  chosen  term.  Perhaps  we 
should  say,  liability  to  extend  further  credit.  Certain  it  is  that  the 
Federal  reserve  bank  should  hold  itself  in  readiness,  either  out  of 
its  own  funds  or  by  using  its  credit,  to  supply  at  least  the  basic  line 
to  every  solvent. 

The  Chairman.  That  is  to  say  if  on  the  average  you  had  loaned 
to  banks  which  were  not  borrowing  all  the  money  that  they  were 
entitled  to  receive,  in  addition  to  what  you  were  then  actually 
lending  to  other  banks,  you  would  have  had  an  excess  liability  of 
$60,000,000? 

Mr.  Miller.  No  ;  I  do  not  think  that  is  it  all. 

The  Chairman.  Let  us  find  out  what  it  is. 

Mr.  Miller.  We  had  171  banks  that  were  borrowing  excessively, 
we  will  say,  Mr.  Chairman. 

The  Chairman.  Yes. 

Mr.  Miller.  And  then  we  had  236  banks  that  were  borrowing 
under  the  basic  line. 

The  Chairman.  All  right. 

Mr.  Miller.  The  236  banks  that  were  borrowing  under  their  basic 
line  had  a  call  on  us  for  $26,000,000  more  in  April,  1920.  At  the 
same  time  there  were  649  member  banks  that  had  a  call  on  us  for 
$49,000,000,  but  they  werS  not  calling  at  that  particular  moment. 

This  subject  has  nothing  to  do  with  it,  except  to  show  that  if  these 
banks  had  called  for  the  portion  which  they  had  a  right  to  call  on 
us  for  we  would  have  had  to  borrow  from  other  districts  $60,000,000 
to  cover  our  liability  to  extend  further  credit.  Is  that  plain,  Mr. 
Chairman  ? 

The  Chairman.  That  is  the  way  I  understand  it. 

Mr.  Miller.  I  want  to  call  attention  particularly  to  the  fact 
that  the  average  rate  of  interest  on  commercial,  industrial,  and 
agricultural  paper,  which  was  put  on  the  same  basis,  for  the  entire 
year  from  April  19  to  December  31  was  6.61  per  cent. 

Now,  let  me  see 

Bepresentative  Ten  Etck  (interposing).  Just  before  you  leave 
this  table  let  me  ask  you  to  whom  did  the  progressive  rate  of  interest 
apply  in  this  instance? 

Mr.  MiiXrER.  May  I  submit  that  just  a  little  later? 
"  Representative  I'en  Eyck.  Very  well. 

Mr.  Miller.  Here  is  a  table  showing  the  average  rate  of  discount 
for  1920  and  1921.  The  average  rate  of  discount  on  commercial, 
industrial,  and  agricultural  paper  for  the  month  of  January  was 
5.35  per  cent. 

The  Chairman.  Is  that  January,  1920? 

Mr.  Miller.  Yes.  In  February  the  average  rate  increased  to  5.5 
per  cent,  during  the  month  of  March  to  5.80  per  cent,  and  during  the 
month  of  Apriito  just  a  fraction  over  6  per  cent.  ^ 

The  progressive  rate  of  interest  went  into  effect  April  19,  ana  lor 
the  months  of  May  and  June  the  average  rate  of  interest  was  6.45 
per  cent;  for  July,  6.55  per  cent;  for  August,  6.50  per  cent;  a  little 
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more  for  September;  6.70  per  cent  for  October;  6.82  per  cent  for 
Xovember,  the  highest  month  in  the  year  1920 ;  and  6.78  per  cent  for 
December.  For  January,  1921,  it  averaged  6.40  per  cent;  for  Feb- 
ruary, 6.30  per  cent ;  and  just  a  little  above  6  per  cent  for  the  balance 
of  this  year  up  to  June  30. 

This  green  line  that  falls  from  April  19,  1920,  to  June  28,  1921, 
represents  the  period  during  which  New  York,  Chicago,  Minneapolis, 
and,  most  of  the  time,  Boston  were  charging  7  per  cent.  This  line 
represents  7  per  cent.  So  you  will  see  that  in  the  tenth  district  our 
members  paid  a  lower  rate  of  interest.  They  never  did  pay  an  aver- 
age of  7  per  cent,  I  mean,  during  any  one  month,  and  as  shown  here 
the  average  rate  from  April  19  to  December  31, 1920,  is  6.61  per  cent. 

The  other  map  shows  the  average  for  each  month.  The  red  line 
indicates  Governments — I  mean  by  Governments,  loans  made  on  Gov- 
ernment securities.  The  purple  line  indicates  the  average  rate  of 
interest  of  all  classes  of  loans-^Govemments,  commercial,  agricul- 
tural, and  industrial — for  1920,  which  is  about  6.05  per  cent ;  that  is. 
for  the  entire  year.  For  the  first  six  months  of  1921  our  loans  aver- 
aged about  6.02  per  cent. 

The  Chairmak.  Let  me  ask  you  there ;  did  the  progressive  rate  of 
interest  apply  to  borrowing  on  Government  bonds  ? 

Mr.  MniiER.  No,  sir ;  it  never  has. 

The  Chairman.  There  were  some  other  exemptions,  if  my  recol- 
lection is  correct,  in  the  application  of  the  jprogressive  rate  of  interest. 
Would  you  mind  stating  what  they  were,  unless  you  are  coming  to  it 
a  little  later  on? 

Mr.  Miller.  Mr.  Chairman  and  gentlemen  of  the  commission,  a  few 
weeks  ago 

The  Chairman  (interposing)^  If  you  are  going  into  that  matter 
a  little  later,  never  mind  about  doing  it  now. 

Mr.  MiiiLER.  I  will  take  it  up  now.  About  the  time  the  matter  was 
being  discussed  that  the  emergency  for  the  pro^essive  rate  had 
about  passed  the  clearing  houses  of  the  reserve  cities  of  our  district 
held  meetings.  I  must  nrst  tell  you  that  here  is  a  book  containing  a 
compilation  of  every  cent  that  we  have  ever  charged  any  bank  under 
the  progressive  rate.  It  is  tabulated  by  districts,  oy  cities,  by  States, 
by  months,  and  even  gets  down  to  the  individual  bank.  I  want  to 
tell  you  that  the  reserve  city  banks,  or  the  banks  located  in  Federal 
reserve  cities  of  our  district,  paid  81.76  per  cent  of  all  the  progressive 
interest  charged.  That  would  leave  18.24  per  cent  for  the  other  1,010 
banks. 

The  Chairman.  How  do  the  loans  and  discounts  of  banks  outside 
the  cities  compare  with  banks  inside  the  cities?  Let  us  get  the  pro- 
portion of  loans  and  discounts  and  see  how  they  relate  to  the  other 
fi^re. 

Mr.  Miller.  I  will  come  to  that  just  in  a  moment  if  you  will  ex- 
cuse me  now. 

The  Chairman.  Very  well. 

Mr.  Miller.  When  tne  reserve  city  members  understood  that  there 
was  under  contemplation  a  suspension  at  least  of  the  progressive 
rate  of  interest  they  held  meetings,  and  here  are  photostatic  copies 
of  resolutions  passed  by  the  meniber  banks  of  the  reserve  cities ;  of 
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the  very  banks  that  paid  the  81.24  per  cent  of  all  the  progressive 
rate  collected.  These  resolutions  are  from  Oklahoma  City,  fiincoln, 
Omaha,  Wichita,  Denver,  Tulsa,  Muskogee,  and  Kansas  City.  Every 
single  member  bank  doing  business  in  those  cities  signed  a  resolution 
addressed  to  the  Federal  reserve  bank  at  Kansas  City  protestinc; 
against  the  abolition  of  the  progressive  discount  rate. 

The  Chairman.  Are  those  clearing  houses  controlled  by  the  mem- 
ber banks? 

Mr.  Miller.  Well,  I  have  referred  to  them  as  clearing  houses^ 
whereas  they  were  member  banks'  meetings,  and  I  should  not  have 
used  the  term  "  clearing  houses."  We  call  them  clearing  house  cities, 
as  a  rule.  These  resolutions  came  from  member  banks,  and  they  con- 
tain the  signatures  of  100  per  cent  of  the  member  banks  in  the  cities, 
with  the  exception  of  two  banks  in  Kansas  City.  They  are  all  about 
alike,  but  here  is  a  resolution  passed  by  the  member  banks  in  the  city 
of  Denver  [reading]  : 

Resolved  by  the  undersigned  member  banks  of  Denver  and  vicinity,  That  we 
approve  the  progressive  rate  of  rediscount,  believing  that  it  is  not  only  sound 
in  principle  but  also  helpful  and  constructive  In  its  oi>eration,  and  that  it 
has  been  an  Important  factor  In  accomplishing  a  fair  and  equitable  apportion- 
ment of  available  credit  in  this  district.  We  strongly  urge  its  retention  by 
the  Federal  reserve  bank  of  district  No.  10. 
Dated  at  Denver,  Cplo..  this  7th  day  of  May,  1921. 

First  National  Bank  of  Denver.  Colo.,  H.  C.  Alexander,  president: 
International  Trust  Co.,  John  Evans,  president;  Colorado  Na- 
tional Bank  of  Denver,  Geo.  B.  Berger,  president;  Denver  Na- 
tional Bank,  J.  C.  Mitchell,  president;  United  States  National 
Bank  of  Denver,  Albert  A.  Reed,  vice  president ;  Geoke  National 
Bank  of  Denver,  D.  H.  Steel,  president;  Stock  Yards  National 
Bank  of  Denver,  M.  W.  Butcher,  president;  American  Bank  & 

Trust  Co.,  Godfrey  ,  president;  Drovers  National  Bank, 

Gordon  Harris,   president;   Hamilton   National   Bank,   Denver. 
Colo.,  E.  J.  Weckback,  cashier. 

In  these  reserve  cities  there  was  not  a  single  dissenting  member 
of  the  system,  not  a  member  who  did  not  approve  the  progressive 
discount  rate  principle. 

Representative  Ten  Eyck.  Is  it  convenient  to  you  now  to  say  to 
whom  this  progi'essive  rate  applied?  State  just  in  a  few  words  in 
what  way  you  applied  the  progressive  rate. 

Mr.  MiujcR.  There  is  an  application  of  it  right  here  on  this 
map. 

Representative  Ten  Eyck.  First,  could  you  give  us  some  idea  how 
you  obtained  the  average  rate  that  you  have  shown  on  the  chart 
there;  how  did  vou  go  aoout  getting  up  that  average  rate? 

Mr.  Miller.  The  only  way  in  which  the  average  rate  was  obtain- 
able was  by  the  work  of  about  25  men  just  as  long  as  it  was  neces- 
sary to  be  at  work  on  it,  and  they  took  the  actual  figures  on  every 
note  that  was  handled  by  the  Federal  reserve  bank  for  the  length  of 
time:  and  that  map  you  see  on  the  wall  was  constructed  in  just  that 
way  in  our  auditors  department. 

Kepresentative  Ten  Eyck.  In  other  words,  what  did  you  do  ? 

Mr.  Miller.  We  took  the  actual  experience. 

Representative  Ten  Eyck.  The  actual  interest  obtained  on  all 
loans  and  divided  the  total  up  by  the  total  number? 
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Mr.  MiLiJER.  Yes,  sir;  and  for  the  time.  It  was  a  long  and  tedious 
task. 

Representative  Ten  Eyck.  That  inehid^d,  of  course,  loans  on 
•Government  bonds  ? 

Mr.  Miller.  No ;  they  were  separate. 

Representative  Ten  Eyck.  They  are  not  included  in  the  other? 

Mr.  Miller.  Oh,  no.  They  are  both  represented  on  this  map  here, 
and  they  are  both  represented  on  the  other  map  over  there.  And  we 
have  put  an  av^ra^e  of  both  loans  together  to  indicate  just  what  the 
countrj^  as  a  country  paid»ori  Government  and  on  commercial,  agricul- 
tural, and  industrial  loans. 

Representative  Ten  Eyck.  One  more  question:  What  classes  of 
paper  was  the  progressive  rate  applied  to  ? 

Mr.  Miller.  All  classes  of  paper  except  Government. 

Representative  Ten  Eyck.  The  same  rate  was  applied  to  all  ? 

Mr.  Miller.  Yes,  sir. 

Representative  Ten  Eyck.  No  discrimination  whatever  was  prac- 
ticed? 

Mr.  Miller.  No  discrimination  of  any  sort. 

The  Chairman.  You  may  proceed  with  your  statement. 

Mr.  MiixLER.  This  is  the  way  the  progressive  rate  was  applied: 
Here  is  an  imaginary  bank,  the  First  National  Bank  of  Blankville, 
Kans.  Its  basic  line  for  July,  1921,  is^  say,  $100,000.  Every  single 
day  for  every  single  bank  that  was  affected  by  the  progressive  rate 
we  adjusted  their  borrowing  so  that  they  would  always  receive  the 
ffill  amount  of  their  basic  line  at  the  lowest  price,  at  the  6  per  cent 
normal  rate ;  then  an  equal  amount  at  the  step  ups.  at  7  per  cent  an 
equal  amount,  and  at  8  per  cent,  and  then  everytning  above  8  per 
•cent. 

Here  is  an  imaginary  bank  that  on  July  1  owed  us  $95,000.  Of 
course,  its  basic  line  being  $100,000,  that  all  fell  within  the  6  per  cent 
<x)lumn.  The  next  day,  however,  it  owed  us  $105,000.  Then  it  was 
entitled  to  $100,000  at  6  per  cent  and  paid  7  per  cent  on  the  additional 
^,000.  We  will  say  that  that  was  on  Saturday ;  then  came  Sunday, 
and  then  the  4th  of  July.  They  were  all  adjusted  on  that  same  basis. 
On  the  5th,  however,  they  increased  their  borrowings  to  $150,000. 
Of  that  amount  $100,000  went  in  at  the  C  per  cent,  the  normal  rate, 
and  $50,000  at  7  per  cent. 

We  will  then  skip  down  to  the  7th,  when  they  had  $275,000, 
1^100,000  of  which  was  at  the  normal  rate  of  6  per  cent,  $100,000  at  7 
per  cent,  and  the  balance  of  $75,000  at  8  per  cent. 

On  the  29th  they  had  increased  their  loans  to  $450,000 

The  Chairman  (interposing).  Was  your  step  up  on  the  progres- 
sive rate  of  1  per  cent  on  $100,000  in  excess  of  the  basic  line  ? 

Mr.  Miller.  Yes ;  that  was  the  effect  of  it.  We  had  a  step  up  for 
the  first  nine  months  of  one-half  of  1  per  cent  on  an  average  of  25 
per  cent. 

But,  Mr.  Chairman,  these  three  columns  represent  the  full  amount 
at  the  normal  rate,  the  full  amount  at  7  per  cent,  and  the  full  amount 
at  8  per  cent,  and  by  a  mere  coincidence  they  aVeraged  exactly  what 
the  three  columns  would  have  been  at  each  step  up.    The  difference 
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is  that  the  6  per  cent  and  7  per  cent  and  8  per  cent  would  average  7 
per  cent.  And  the  6  per  cent,  6i  per  cent,  7  per  cent,  7i  per  cent,  8 
per  cent,^8i  per  cent,  9  per  cent,  &J  per  cent,  and  10  per  cent  would 
average  7.05  per  cent,  so  it  is  practically  the  same.  But  this  indicates 
just  how  it  worked. 

As  I  started  to  say,  on  the  29th  this  imaginary  bank  had  gotten  its 
loan  up  to  $450,000.  Of  that  amount  $100,000  was  at  6  per  cent. 
$100,000  at  7  per  cent,  and  $250,000  at  8  per  cent 

At  the  time  when  this  bank  again  became  a  normal  borrower  we 
refunded  it,  as  we  refunded  every  bank,  the  interest  which  would 
not  bear  out  this  adjustment;  and  every  bank  in  our  district  has  been 
refunded  interest  over  12  per  cent.  There  is  no  bank  in  our  district 
that  paid  over  that  amount ;  in  fact,  only  two  banks  that  paid  an 
average  of  approximately  8  per  cent,  and  only  one  or  two  that  paid 
slightly  over  7  per  cent ;  practically  all  under  7  per  cent. 

The  Chairman.  How  many  banks  paid  over  12  per  cent? 

Mr.  MuJLER.  There  were  practically  none,  I  thiuK  about  three  city 
banks  that  paid  over  12  per  cent.  With  the  exception  of  the  city 
banks  the  total  refunded  to  the  smaller  banks  was  less  than  $200,  on 
which  a  rate  of  over  12  per  c^nt  was  paid. 

It  was  possible  for  a  bank  to  have  a  basic  line  of  $100,000 — the 
basic  line,  as  you  know,  being  calculated  on  the  amount  that  the 
member  contributes  to  lending  power — and  the  next  month  draw  out 
all  their  money  and  their  reserve  as  well.  That  would,  of  course,  re- 
sult in  a  very  high  rate  of  interest,  but  it  would  naturally  be  only 
about  three  or  four  hundred  dollars,  or  at  the  outside  $500.  But,  as 
I  told  you,  all  the  interest  that  we  collected  over  12  per  cent,  with  the 
exception  of  three  larger  banks,  was  less  than  $300. 

Representative  Ten  Eyck.  Was  every  member  bank  permitted  to 
borrow  up  to  the  basic  line  at  6  per  cent  ? 

Mr.  Miller.  Yes,  sir;  every  member  was  permitted  to  borrow  its 
basic  line  at  6  per  cent. 

Representative  Ten  Etck.  And  as  soon  as  they  went  above  that 
you  made  a  certain  ratio  of  increase? 

Mr.  Miller.  Yes,  sir.  We  went  on  this  theory,  that  such  member 
was  then  using  credit  the  basis  for  which  was  being  furnished  by  its 
neighbor. 

The  Chairman.  You  may  resume  your  statement. 

Mr.  Miller.  Mr.  Chairman,  I  want  to  say  to  you  that  we  have  pre- 
pared here,  from  the  month  of  April,  1920,  to  July  31, 1920,  a  state- 
ttient  showing  the  number  of  banks  borrowing  above  their  basic  line, 
the  number  of  banks  borrowing  below  their  basic  line,  and  the  num- 
ber of  banks  not  borrowing  at  all.  I  want  to  get  this  in  the  i^ecord  to 
show  that  at  all  times  there  was  throughout  our  district,  sandwiched 
in  all  the  towns,  from  $30,000,000  to  $60,000,000  of  credit  that  we 
were  under  obligations  to  furnish,  but  which  was  not  called  for  by 
the  members  entitled  to  receive  it. 

f The  statement  referred  to  is  here  printed  in  full  in  the  record,  as 
follows :) 
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Federal  reserve  hank  of  Kansas  City — Loans  to  member  banks,  classified  hy 
Slates— Basis,  30th  of  each  fnonth— April,  1920,  to  July,  1921, 

LOANS  TO  COLORADO  MBMBBR  BANKS. 


Excossi've  borrowers. 

N  onexc&ssi  ve  borrowers . 

Nonborrowers. 

Date. 

Num- 

1 

Num- 

Num- 

ber 
of 

Ba<(Iclines.  '  Total  loans. 

ber 
of 

Basic  lines. 

Total  loans. 

ber 
of 

Baslc  lines- 

banks. 

banks. 

banks. 

i«ao. 

Apr 

26 

$2,190,658.00  S2,674,&42.82 

22 

$11,438,612.00 

$4,214,875.49 

93'$12,447,80&00 

May 

21 

1,033,948.00     1,600,429.61 

45 

12,225,546.00 

7,400,243.84 

77    12,367,584.00 

June 

33 

2,289,020.00     4,662,143.97 

46 

11,962,433.00 

7, 339, 207. 78 

64    11,608,071.00 

July 

39 

2,566,275.00!    5^210,833.49 

40 

13,447,701.00 

9,616,485.91 

661    9,421,911.00 

Aug 

42 

2,637,481.00     5,353,396.10 

44 

14,361,196.00 

7,942,917.31 

601    8,011,975^)0 

Sept 

37 

1,922,215.00     4,173,504.21 

50 

16,136,533.00 

11,523,493.91 

50;    6,431,438.00 

Oct 

42 

2,442,097.00     5,013,744.55 

46 

15,881,015.00 

8,988,162.52 

58l    7,044,596.00 

Nov 

36 

2,231,382.00     3,874,287.49 

43 

15,385,241.00 

6,160,664.65 

671    7,601,302.00 

Dec 

50 

3,027,160.00 

5,9.51,738.27 

34 

10,060,889.00 

6,102,696.48 

62     9,115,733.00 

1921. 
Jan 

53 

3,140,368.00 

6,022,507.35 

37 

10,310,308.00 

5,819,048.29 

56    10,772,412.00 

Feb 

55 

2,946,937.00 

5,836,659.60 

32 

11, 676, 47a  00 

5, 372, 708. 14 

58     8,951,017.00 

Mar 

45 

2,575,805.00 

4,457,061.04 

42 

9,351,896.00 

4,314,896.00 

58   11,409,632.00 

p:::::: 

46 

2,295,421.00 

3.765,966.39 

46 

9,681,295.00 

4,327,315.20 

53    10,568,36a00 

50 

2,219,400.00     3,553,932.30 

38 

6,641,507.00 

3,461,015.49 

57   13,162,031.00 

June 

58 

2,467,799.00:    3,977,911.03 

39 

12,859,116.001    7,059,651.79 

49     6,124,487.00 

July 

62 

2,910,222.00;    4,687,691.88 

1 

35 

9.359,400.00{    4,364,055.59 

1 

4»    8,936,744.00 

LO 

AN8  TO  KA 

NSAS  ] 

MEMBER  BANKS. 

1920. 
Apr 

42 

$4,086,705.00 

$7,222,023.93 

50 

$4,034,280.00  $2,068,027.14 

164 

$14,143,020.00 

May 

49 

4,094,066.00     8,469,654.85 

54 

6,406,095.00 

2, 919,  ,562. 77 

153 

10,843,688.00 

June 

60 

.5,200,277.00     8,600,68:1.41 

43 

3,554,221.00 

1.747,032.02 

155 

13,064,913.00 

Julv 

51 1    4, 586, 295. 00     7, 889, 854. 37 

50 

4,140.661.00 

2,582,416.30 

160 

13,611,768.00 

Aui; 

44!    3,363,102.00     5.192.143.77 
48,    4,323,214.00     7,137,790.88 

49 

4,699,717.00 

3,793,005.73 

170 

14,289,923.00 

Sept 

56j    6,445,154.00 

3,936,907.63 

163 

11,790,804.00 

Oct 

70'    7, 216, 52a  00'  12,196,210.44 

61     5, 053,:^.  00 

2,393,785.70 

137 

9,267,068.00 

Nov 

«     7,405,367.001  13,228,607.64 

661    5,317.572.00 

2,654,011.13 

122 

7.528.180.00 

Dec 

79     6,209,117.00 

10,566,351.55 

78     6,711,374.00     3, 810, 63a  33 

1 

114 

7,354.454.00 

1921. 
Ian. 

73     5,746,067.00 

8.895,933.14 

69*    4,730,293.00 

2,545,577.30 

131 

10,338,967.00 

Feb 

63     4,706,211.00 

7,662.866.42 

75 

4.959,407.00 

2,609,923.16 

134 

10,585,565.00 

Mar 

64     4,623,211.00     7,435,131.01 

72 

5,996,996.00 

2,592,483.56 

138 

9,242,125.00 

Apr 

62     4, 476, 65a  00     6, 840, 884. 39 

75 

4.308,853.00 

2,522,780.29 

137 

10,312,741.00 

May 

50     4,105,415.00,    5,919,932.13 

75i    4,652,856.00 

2,469,420.89 

141 

10, 103, 466. 00 

June 

5.5     2, 069, 15.J.  00     3, 196, 625. 44 

64!     5, 543, 931. 00 

3, 141, 568. 53 

156 

11,45,3,696.00 

luly 

39,     1,665,602.00'    2,488,386.45 

'                          1 

671    5,728,790.00 

3,109,728.41 

169 

12,321,268.00 

LOANS  TO  MISJ 

30URI  MEMBER  BANKS. 

1920. 
Apr 

181124,684,942.00 

$59,828,579.94 

15 

$2, 944,  .5 19. 00 

$2,116,252.62 

28 

jj.;i:;.7(»9.ao 

May 

21    24,186,7ia00 

52,338,072.91 

15 

3,S1(},S34.00 

2,611,124.21 

2.^ 

:'.  !.r-,  wii.QO 

June 

22   '22,098,411.00 

44,228,703.65 

14 

6.S76,r)l7.00 

4,074,942.52 

24 

-M-'ii.-.,  4(>:3. 00 

July 

23'  22,486,941.00 

47,896,403.23 

16 

7,st)»»,7.54.00 

5,221,590.13 

2J 

!.  174,511.00 

Aug 

21    21,632,252.00 

42,899,903.92 

16 

^,94;i,68«.00 

3,466,375.69 

23 

[.U3:{,637.00 

Sept 

26   20,627,3ia00 

49,817,764.28 

12 

7.59-1,771.00 

5,024,723.22 

22 

f,9.S2,330.00 

Oct 

29   24,787,649.00 

57,207,029.72 

12 

2,162,062.00 

1,663,294.72 

18 

1 .  ^59,  mi.  00 

Nov 

30,  27,803,294.00 

52,116,388.09 

13 

2,,-.20,:ii4.(X» 

1,709,228.53 

16 

!.l;Vl,4tr2.00 

Dec 

'25   21,941,286.00 

47,847,713.17 

17 

7,402,838.00 

2,990,860.72 

16 

l,:,n.'v«.()0 

1921. 
Jan 

15    10,607,636.00 

23,227,319.77 

25 

14.S74,674.00 

10,796,659.20 

18     7,732,000.00 

Feb 

16    10,609,709.00 

20,861,079.64 

24 

14/247,935.00 

10,009,611.94 

18     7,915,548.00 

Mar 

21    19,203,836.00 

30,692,598.93 

18 

-).  703.345. 00 

3,059,482.31 

19|     6,864,776.00 

Apr 

20    18,454,579.00 

28,851,067.66 

IS 

r..7(t<i.SH.()0 

3,460,294.66 

19     6,773,039,00 

Mav 

20     9,440,655.00 

14,637,852.58 

18 

ls,7titi.;iM.0O 

11,608,845.26 

19     2,489,659.00 

June 

18     8,277,734.00 

11,930,087.19 

20 

M.t.tt7,(i:,7.()() 

11,965,099.33 

18'     6,6.57,357.00 

July 

15   13,881,453.00 

17,986,757.72 

22 

N,  UW.HHllOO 

5,995,084.64 

19t    6,646,131.00- 
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Federal  reserve  hank  of  Kansas,  City — Loans  to  member  hanks,  etc. — Coiit«L 

LOANS  TO  NEBRASKA  MEMBER  BANKS. 


Excessive  borrowers. 

Nonexcessive  borrowers. 

Non  borrowers. 

Date. 

Num- 

' 

Num- 

Num- 

ber 
of 

Ba.sic  lines. 

Total  loans. 

ber 
of 

Basic  lines. 

Total  loans. 

ber 
of 

Ba.sicline6. 

banks. 

banks. 

banks. 

1920. 

Apr 

m 

119,938.192.00 

133,149.239.60 

62 

S5, 129,982.00 

$2,  "vS.-,.  887, 05 

81 

$d,a6S.530.(» 

Mav 

67 

16,748.403.00 

29. 125.. 564. 31 

69 

5,044,171.00 

:^n,v>.947.80 

71 

4, 140,848.09- 

June 

68 

13,273,418.00 

21,828,240.93 

67 

8,176,110.00 

r>,2l(t.751.18 

72 

4.118.044.n» 

July 

m 

14,096,013.00 

27,184.183.94 

53 

6,018,215.00 

:i.  773. 073. 17 

74 

4,175,W.OO- 

Aug 

91 

11,966.385.00 

28,369,933.58 

44 

5,298,215.00 

4.(r24,832.18 

71 

4.31»,«8.» 

Sept 

101 

17,643,636.00 

31.588,091.04 

52 

3,214,215.00 

].t8.3.:,«l.96 

52 

2,968,  lSS.a» 

Oct 

115 

16.628,100,00 

35,457.048.90 

53 

3,085,045.00 

I.  K,-^7. 127.07 

40 

2,139.096.00 

Nov 

122 

14,884,385.00 

30,000.120.03 

58 

5,314,197.00 

3.112.827.83 

30 

1,618,186.00 

Dec 

130 

16,9(72.311.00 

30,195.332  24 

46 

2,9i»,796.00 

\/m,m>fn 

34 

1,818,575.00 

1921. 
Jan 

120 

11,921,726.00 

19,931,532.09 

49 

3,946,928.00 

2,464,866.36 

41 

6,491,847.00^ 

Feb 

108 

11.914,8^4.00 

18,710.516.03 

56 

3,672,117.00 

2,018,626.96 

46 

6,889, 313. 0(> 

Mar 

99 

10,393.940.00 

17,779,861.31 

58 

6,393,688.00 

3,709,447.93 

51 

5,671, 784.0!> 

Apr 

ino  10, 596, 752.  mi 

16, 890. 9W. 48 

61 

5,818,023.00 

3,515,997.89 

48 

5,025,541.e» 

May 

921    6,248.302.00 

9,."i07.970.81 

61 

9,080,736.00 

6,008,899.87 

56 

5,877,^1.00 

June 

m\     .1,961.801.00 

6,199,120,20 

57 

9,668,838.00 

7,081,470.22 

63 

7,884.622. 0> 

July 

7S!     5,613.047.00 

7.7.53,416.11 

M 

7,986,294.00 

4,397,328.38 

67 

8,461,731.00 

LOANS  TO  NEW  MEXICO  MEMBER  BANKS. 


1920. 
Apr 

J 

1210, 04a  00 

1352,730.00 

3 

1242,092.00 

3120,720.00 

9 

f72l.0a7.» 

May 

2 

216,938.00 

418, 687.  If 

3 

152,413.00 

74,829.00 

» 

«B,3»» 

June 

4 

346,650.00 

648,743.31 

3 

173,287.00 

94,121.90 

6 

563, 946. 0» 

July 

3 

298,105.00 

629,889.27 

5 

413,042.00 

238,582.71 

5 

•"^^SLbS 

Auk 

5 

411.712.00 

715,760.10 

4 

318,292.00 

156,679.09 

4 

373,a»0l> 

Pept 

6 

411,453.00 

704,524.60 

3 

266,544.00 

115,605.00 

4 

355,12i.JJ 

Oct 

6 

461.234.00 

776,785.36 

3 

224  888.00 

137,308.66 

4 

318.8I6.0O 

Nov 

6 

450,214.00 

812,436.88 

4 

272,794.00 

75,416.71 

3 

319,279,00 

Dec 

6 

556,570.00 

1,022,121.44 

6 

358,979.00 

182,091.56 

1 

30.680.00 

1921 
Jan 

8 

616,548.00 

1,066,857.52 

4 

277,631.00 

234,081.06 

2 

43,575.00 

Feb 

fi 

625,805.00 

999,328.04 

•      4 

279,549.00 
363,415.00 

193,756.78 

? 

48,022.00 

Mar 

8 

555,610.00 

844,677.30 

4 

177,512.60 

i 

43,T67.0» 

Apr 

7 

421,830.00 

553,521.76 

5 

439,522.00 

283,819.00 

2 

43,100.00 

Majt 

fl 

347,516.00 

467,351.19 

7 

543,441.00 

393,356.01 

2 

**-S£ 

June 

€ 

320,396.00 

442,722.06 

7 

661,138.00 

454,503.39 

2 

40,307.00 

July 

8 

535,531.00 

724,552.52 

* 

291,944.00 

84,727.99 

3 

132,934.00 

LOANS  TO  OKLAHOMA  MEMBER  BANKS. 


1920. 

Apr 

May 

22 

12,117,095.00   32,973,382-17 

66 

819, 126, 7ti6. 00 

$7,735,842.35 

251 

"''^4!J£ 

30 

4,133,829.00;    ti}:m,7T6.11 

4,08(1,789.00'    6,105,553.62 

TO 

18,166,090-00 

9,367,522.83 

214 

15,004,4ia00 

June 

55 

84 

18,780,744.00 

10,759,18,5.93 

190 

14,:Mo,333LOO 

July...... 

70 

5,493,537.001     7,  .373, 169.91 

88 

18,725,784.00 

11,781,486.93 

179 

12,429.095.00 

Aur 

85 

8, 883,  r  5. 00    14,251,072.33 

88 

14,830,ai5.00 

9,602,072.19 

H.5 

11.189,448.00 

Sept 

101 

8.979.804.00    18.443,309.55 

88 

15,14(>,696.00 

9,104,227.4*1 

150 

9,620,32%00 

Oct 

107;  11,2.80,773.001  17,771,553.90 

98 

13,492,323.00 

9,942,015.35 

134 

S,4b4.968L» 

Nov 

103i  12.753.100.001  18,934,583.60 

110 

12,105,261.00 

8,035,999.62 

12$ 

7,750,l!3^«0 

Dec 

no 

13,706,679.00    19,321,997.73 

109 

10,813,298.00 

6,093,883.43 

121 

7, 739, 190.00 

1921. 
Jan 

105 

10,470,842.00:  15,347,196.09 

118 

13,924,818.00 

8,297.7li0.39 

11& 

«,036.16^» 

Feb 

103 

0,089,531.00    10,098,527.80 

113 

17,544,748.00 

10,16,5.274-59 

m 

8.2211,950.00 

Mar 

107 

5,853,-560.00     9,»>3,278. 2{; 

108 

17,411,435.00 

11,516,220.04 

1241 

no 

7  'an  117,00 

Apr 

109 

IL  2ti9, 023. 00,    9, 163, 998. 42 

122 

10,484,489.00 

11,085,056.81 

JO 

May 

no 

6,884,655.00     9,527,2S4.58 

121 

15,572,014.00 

9,993,89ti.44 

104 

M 

June 

116 

8,0;i5,283.00(  10,696,641.24 

lOf- 

13,145,419.00 

7,995,589.93 

lis 

:.,--.-■  'J* 

July 

104 

7,036,710.001    9,839,676.98 

114 

12,933,562.00 

8,340,141.84 

l,ab9,s»4.69 
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Federal  reserve  hank  of  Kansas  City — Loans  to  member  hanks,  etc. — Gontd. 

LOANS  TO  WYOMING  MEMBER  BANKS. 


Excessive  borrowers. 

Nonexcessive  b< 

MTowers. 

Nonborrowers.   ' 

Date. 

Num- 

• 

Num- 

Num- 

ber 
of 

Bask  lines. 

Total  loans. 

ber 
of 

Basic  lines. 

Total  loans. 

^      Basic  lines. 

banks. 

banks. 

1«0. 

5 

$557,682.00 

1650;  448. 90 

11 

$1,064,306.00 

$503,132.97 

30 

$3,  746,  879. 00 

6 

617,942.00 

1,114,503.55 

16 

2,073,403.00 

861, 151. 46 

24 

2,  567,  443.  00 

Jane 

11 

1,034,263.00 

2,067,738.00 

14 

2,061,885.00 

954^752. 65 

231    2,  109,  974.  00 

July 

14 

954,258.00 

2,15^947. 91 
3,537,960.27 

15 

2,66i456.00 

1,580,455.94 

20!     1,692,542.00 

An*. 

18 

1,991, 16a  00 

11 

1,650;  078. 00 

945,^60113 

20     1,605,111.00 

s^t 

19 

^S^'SSS-^ 

3, 488;  081.  n 

10 

1,189,779.00 

582,135.06 

21      1,899,605.00 

Oct 

18 

1,953,242.06 

3, 140;  836. 66 

9 

1,03S;494.Q0 

556^576.17 

23     2.133,818.00 

Nor 

13 

866,90a  00 

l,510;8n.64 

12 

1,67«^051.00 

1, 131, 505. 86 

25     2,  .533,  254.  OO" 

D«c 

16 

1,833,422.00 

2;  423, 221. 17 

14 

1,700;  931. 00 

858,411.50 

20i     1,964,731,00 

1 

1921. 
Jm 

11 

1,035,969.00 

1, 485, 153. 40 

23 

3, 132, 339. 00 

1,965,547.11 

17     1,561,958.00 

Feb 

13 

1,762;  984. 00 

2;  338, 387.26 

22 

2,407,844.00 

1, 358^  814. 25 

16     1,566,661.00 

Mar 

17 

1,826,527.00 

2, 729,03a  95 

17 

1,737,275.00 

1,135,085.37 

17     1,710;  416. 00 

p.:::::: 

19 

2, 512, 16a  00 

3,804,032.64 

17 

1,248;  422. 00 

692,811.46 

15,    1,446^684.00 

17 

2, 307,89a  00 

3,574,753.99 

19 

1, 190;  782. 00 

7H862.78 

15,    1,516,685.00 

June 

21 

2,288^582.00 

3,794,631.60 

14 

950,095.00 

606,392.73 

16;    1,616,989.00 

July 

21 

2, 172;  814. 00 

8,955^107.52 

18 

1,296,951.00 

806,189.95 

12,    1,260,994.00 

Representative  Ten  Etck.  The  way  the  reserve  bank  proportioned 
this  money  out  seems  to  have  been  very  fair,  but  I  would  like  to  go 
a  step  further :  What  effect  did  that  have  upon  the  individual  bor- 
rower from  the  standpoint  of  those  who  came  in  after  the  member 
banks  had  borrowed  up  to  their  basic  line  and  borrowed  again,  when 
they  had  to  pay  a  higher  rate  of  interest?  The  individual  whp  came 
in  after  that,  was  he  charged  more  by  those  member  banks  than 
other  customers  of  theirs  were  charged  who  borrowed  previously  on 
the  same  kind  of  paper? 

Mr.  Miller.  We  have  on  our  application  blanks  for  loans  a  column 
that  says:  What  rate  of  interest  did  you  charge  on  the  notes  you 
are  presenting?  Knowing  that  that  question  would  be  asked,  here  is 
a  list  of  nearly  every  borrowing  bank  that  we  have  had,  showing 
the  rate  of  interest  it  collected  from  its  customers  and  the  rate  of 
d'lscojint  we  charged  the  borrowing  member.  It  also  shows  the  rate 
of  interest  the  same  bank  charg^  their  customers  in  1918.  1919. 
1920,  and  1921;  and  they  paid  nearly  the  full  contract  rate  in  the 
several  States— in  fact,  the  record  shofwg^that  the  Ideal  banks  charged 
no  more  when  they  were  paying  the  progressive  rate  than  they 
charged  before  or  since,  i)ecaiise  they  always  charged  all  the  traffic 
would  bear. 

And  we  went  further.  We  have  record  of  the  banks  that  had  bor- 
rowed from  us,  because  we  require  them  to  state  the  rate  of  interest 
they  charge  their  customei-s.  But  in  order  to  get  a  little  more  in- 
formation we  put  out  a  questionnaire  just  a  day  or  two  after  I  re- 
ceived word  from  the  chairman  of  this  commission  that  he  wanted 
me  to  appear.  We  sent  that  questionnaire  to  a  number  of  the  banks 
which  had  not  borrowed  from  us.  We  asked  them  to  advise  us,  for 
statistical  purposes,  the  average  rate  of  interest  they  had  charged 
their  customers  during  1918,  1919,  1920,  and  1921.    And  here  is  a 
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statement  showing  the  replies  received  from  them,  indicating  that 
they  charged  exactly  the  same  rate  as  their  neighbor  who  was  bor- 
rowing at  th^  progressive  rates  of  interest  from  us.  In  other  words, 
they  were  charging  all  the  traffic  would  bear  whether  they  borrowed 
or  not. 

Our  records  clearly  show  that  not  a  single  bank,  city  or  county, 
charged  its  custoiQers  more  than  it  would  have  charged  if  it  had  not 
borrowed  at  all.  His  neighbor  was  not  borrowing  and  he  charged 
as  much  as  the  borrowing  bank  did. 

Representative  Ten  Eyck.  The  only  effect  it  had  on  the  large  bor- 
rowers was  to  make  them  curtail,  which  gave  you  an  opportunity  to 
loan  to  the  other  banks. 

Mr.  Miller.  I  think  that  is  it.    , 

The  Chairman.  You  may  proceed  with  your  statement. 

Mr.  Miller.  In  the  month  of  April,  1920,  we  had  278  banks  in  our 
district  with  a  basic  line  of  $53,780,000.  Those  banks  in  the  month 
of  April  were  borrowing  $106,000,000  from  us,  just  double  their  basic 
line.  In  other  words,  there  were  16  per  cent  of  our  banks  borrow- 
ing 84.5  per  cent  of  our  lending  power. 

While  that  was  going  on  there  were  229  banks  with  a  basic  line  of 
$44,000,000  that  were  only  borrowing  $20,000,000;  656  banks  with  a 
basic  line  of  $56,000,000,*  which  were  not  borrowing  at  all.  Those 
banks  were  distributed  all  over  our  territory.  In  other  words,  the 
situation  would  be  about  like  this :  A  bank  that  would  be  borrowing 
excessively  would  be  on  this  corner,  and  a  bank  that  was  not  borrow- 
ing at  all  would  be  just  across  the  street  on  another  comer,  and  the 
bank  that  was  borrowing  moderately  might  be  up  the  street  a  block. 

The  Chairman.  I  discovered  that  situation  m  going  from  the 
figures  for  the  national  banks  all  over  the  countiy,  and  I  would  like 
to  know  what  your  explanation  of  it  is. 

Mr.  Miller.' Well,  I  think  it  might  be  explained  in  more  than  one 
way.  But  you  go  into  a  town,  Mr.  Chairman,  and  you  will  find  that 
the  clientele  varies.  You  will  find  one  bank  that  is  run  at  high 
pressure  is  getting  all  the  business  that  it  can — of  course,  assumin^r 
tliat.it  is  all  good^but  frequently  it  is  not  all  as  good  as  the  banker 
thinks  it  is;  an^  it  is  jMst  as  bad  as  his  neighbor  thought  it  was  who 
is  doing  a  more  conservative  banking  business — answering  legitimate 
d^emanas  of  all  its  customers ;  and  another  that  is  advising  niatiy  of 
its  customers  that  it  would  not  be  wise  to  expand  or  go  into  this,  that, 
or  the  other  business.  I  know  that  that  is  true.  I  have  in  mind 
dozens  of  towns  where  they  have  all  three  classes  of  banks  I  have 
named — and  apparently  they  all  do  well.  Occasionally  there  is  some 
trouble,  but  on  the  whole  each  banker  has  his  own  way  of  doin<r 
business,  and  they  almost  without  exception  make  a  good  showing 
for  their  stockholders. 

Kepresentative  Ten  Eyck.  Different  bankers  cater  to  different 
classes  of  trade? 

Mr.  Miller.  Yes,  sir;  absolutely.  One  may  be  a  high-pressure 
bank,  another  may  be  just  a  moderate  banking  institution,  and  an- 
other banker  of  the  conservative  type,  who  does  not  care  to  have  the 
largest  totals,  but  who  sleeps  soundly  at  night. 
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Bepresentative  Ten  Etck.  Tell  me  from  your  experience  and 
knowledge  as  regards  other  Federal  reserve  banks,  do  they  use  the 
same  formula  that  you  use  or  does  each  one  make  up  a  different 
formula? 

Mr.  Miller.  We  adopted  the  formula  suggested  by  the  Federal 
Reserve  Board ;  and  I  believe,  with  the  exception  of  the  Dallas  bank, 
all  other  banks  adopted  the  formula  of  the  Federal  Reserve  Board. 
The  Dallas  bank  adopted  the  capital  and  surplus  plan  as  the  basic 
line.  But  that  plan  in  many  instances,  I  might  say  in  a  majority  of 
the  cases,  would  not  be  very  fair  and  equitable.  In  our  town  we  have 
a  bank  with  $1,000,000  capital  and  $200,000  surplus.  Under  the 
Dallas  plan  that  amount  of  capital  and  surplus  would  have  given 
that  bank  a  line  with  us  of  $1,200,000,  but  that  bank  only  had  $2,000,- 
000  of  deposits.  Right  across  the  street  is  another  bank  with  $500,000 
capital  and  $250,000  surplus,  which  would  have  been  entitled  to  only 
$750,000,  but  it  had  $10,000,000  of  deposits.  So  you  may  see  very 
readily  that  that  was  hot  a  scientific  way.  Some  may  think  so  but 
we  did  not. 

Now,  Mr.  Chairman,  I  have  filed  with  you  a  monthly  statement  of 
the  member  banks  that  were  borrowing  excessively,  the  basic  line  of 
those  banks  and  their  borrowing^;  the  banks  that  were  borrowing 
moderately,  that  is,  under  the  basic  line,  showing  their  basic  line  ana 
their  borrowings;  and  the  member  banks  that  were  not  borrowing  at 
all,  and  the  whole  recapitulated  as  for  the  district. 

I  have  also  filed  with  you  some  information  prepared  in  a  slightly 
different  way.  For  instance,  here  is  the  State  of  Colorado.  It  shows 
the  member  banks,  their  basic  lines,  and  total  borrowing's.  It  shows 
those  borrowing  excessively,  those  borrowing  moderately,  and  those 
not  borrowing  at  all.  So  that  anybody  interested  in  any  State  or 
city  in  our  territory  can  go  down  the  column  and  see  just  the  amount 
of  our  ^^  liability  to  extend  further  credit ''  to  those  banks,  as  on  the 
last  day  of  each  month  from  April,  1920,  to  July,  1921,  inclusive. 

Representative  Ten  Etck.  i  ou  would  not  criticize  a  member  bank 
for  borrowing  more  than  its  basic  line,  would  you  ? 

Mr.  Miller.  No,  sir;  on  the  contrary,  here  is  a  record  showing 
about  350  of  our  banks  are  always  over  their  basic  line. 
91341— 22— vol.  3 48 
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I  wish  to  insert  here  the  following : 

Analysis  of  distribution  of  credit  of  Federal  Reserve  Bank  of  Kansas  Citjf, 

basis  of  Apr.  SO,  1920. 


state. 

Number 
of  banks. 

Basic  Unes. 

-    Amount 
borrowed. 

Members  borrowing  in  excess  of  basic  lines: 

Color  ado 

26 
42 
18 
64 

1 
22 

5 

82,190,658.00 
4,066,705.00 
24,684,042.00 
19,938,192.00 
210, 04a  00 
2,117,005.00 
557,682.00 

12, 674, 642.  S2 

Kaivw*........ .    ................ T.... 

7,222, 02S.8J 
50,828,579.M 
33, 149,2^  tiO 

Missouri 

Nebraska 

New  Mexico 

352, 73a  00 

Oklahoma 

2,973,38117 

Wyoming 

'65O,44&90 

Total 

178 
16.8 

53,785,314.00 
34.9 

106, 851,017.96 

Percent 

'      '    &*5 

Members  borrowing  less  than  basic  lines: 

Colorado 

22 

50 
15 
62 
3 
66 
11 

11,438,612L00 
4,084,:»0.00 
2,944,619.00 
5,129,982.00 
242,002.00 

19,126,766.00 
1,084,308.00 

4,214,87S.« 

Kansas 

Missouri 

Nebraska 

New  Mexico 

Oklahoma 

7,735,842.55 

Wjflmfng 

503,133.87 

Total 

229 

21.5 

44,000,559.00 
28.5 

10,644,738.11 

15.5 

Percent , 

Members  not  borrowing: 

Colorado 

28 

81 

9 

251 

30 

12,447,808.00 
14,143,020.00 
2,713,709.00 
5,262,530.00 
721,027.00 
17,339,168.00 
3,746,871».00 

Kaww .  .  ........ 

MiMoun 

Nebraska 

New  Mexico 

Oklahoma 

Wymrttng 

Total 

656 
61.7 

56,374,141.00 
36.6 

Percent 

"""***  * 

Grand  total » 

1,063 

164,160,014.00 

ia6,496,785.« 

RECAPITULATION. 


State. 


Colorado 

|r<^.n«ft« 

Missouri.... 
Nebraska... 
New  Mexico 
Oklahoma.. 
Wyoming... 

Total., 


Number 
of  banks. 


141 
256 

61 
207 

13 
339 

46 


1,063 


Basic  lines. 
May  1, 193d. 


126,077,078.00 
22,264,00&.00 
30,343,170.00 
30,330,704.00 

1,173,159.00 
38,583,029.00 

5,388,869.00 


164,160,014.00 


»& 


Apr. 


16,889,51131 

6iS4;8a.w 

36,035,126.65 

47J,45a» 

10, 709. 2W.  53 

1,153, 581.S: 


126,496,785.48 
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AnalifitU  of  dUttribution  of  credit  of  Federal  Reserve  Bank  of  Kansas  City, 
basis  of  May  SI,  1920, 


State. 

Number 
of  banks. 

Basic  lines. 

Amount 
borrowed. 

Members  borrowing  in  excess  of  basic  lines: 

Colorado 

21 
49 
21 
67 

2 
38 

6 

$1,033,948.00 
4,694,066.00 
24,186,710.00 
16,748,403.00 
216,938.00 
4,133,829.00 
617,942.00 

$1,600,429.61 
8,409,654.85 
52,338,072.91 
29,125,564.31 
418,687.16 
6,234,776.11 
1,114,503.55 

Kansas 

Missouri 

Nehrftsks. 

New  Mexico 

0)rif|hofTY^    /.     .. 

Wyoming,... , , , 

Total 

202 
19.1 

51,631,836.00 
35 

99,301,688.50 

Per  cent 

79 

Members  borrowing  less  than  basic  lines: 

Colorado 

45 
54 
15 
09 
3 
79 
16 

12,225,546.00 
6,406,095.00 
3,816,834.00 
5,044,171.00 
152,413.00 

18, 166, 09a  00 
2,  on,  403. 00 

7,400,243.84 
2,919,562.77 
2  611  124.21 
3,056,947.80 
74,829.50 

Kansas 

Missouri 

Nebraska 

New  Mexico 

Oklahoma 

9,367,522.83 
861, 151. 46 

Wyoming 

Total 

281 
26.6 

47,884,552.00 
32.5 

26,291,382.41 
21 

Per  cent. . . '. 

Members  not  borrowing: 

Colorado 

77 
153 

25 

71 

8 

214 

24 

12,367,584.00 
10,843,688.00 
2,435,427.00 
4,140,848.00 
098,32&00 
15,004,4ia00 
2,567,443.00 

Kansas 

Missouri 

Nebraska 

New  Mexico 

Oklfthorna 

Wyoming 

Total 

572 
54.3 

48,057,728.00 
32.5 

Percent , 

. 

Grand  total 

1,055 

147,674,116.00 

126, 693, 07a  91 

BECAPITULATION. 


State. 


Number 
of  banks. 


Basic  lines. 
June  1, 1920. 


Liability, 
May  31, 1920. 


Colflrado 

Kansas 

Missouri.... 
Nebraska..., 
New  Mexico. 
Oklahoma... 
Wyaaning. : . 

Total.. 


143 
256 

61 
207 

13 
329 

46 


627,078.00 
943,849.00 
438,971.00 
933,422.00 
087,679.00 
304,329.00 
258,788.00 


$9,000,673.45 
11,389,217.62 
54,949,197.12 
32,182,512.11 
493,516.66 
15,602,298.94 
1,975,665.01 


1,055     147,574,116.00 


126, 593, 07a  91 
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Analysis  of  distribution  of  credit  of  Federal  reserve  bank  of  Kansas  City,  baH* 

of  June  30, 1920. 


state. 


Members  borrowing  in  excess  of  basic  lines: 

Colorado 

Kansas 

Missouri 

Nebraska 

New  Mexico 

Oklahoma 

Wyoming 

Total 

Percent 

Members  borrowing  less  than  basic  lines: 

Colorado 

Kansas 

Missouri 

Nebraska 

New  Mexico 

Oklahoma 

Wyoming 

Total , 

Percent 

Members  not  borrowing: 

Colorado 

Kansas 

Missouri 

Nebraska 

New  Mexico 

Oklahoma 

Wyoming 

Total 

Per  cent 

Grand  total 


Number 
of  banks. 


253 
23.9 


271 
25.6 


M 
155 

24 

72 

6 

190 

23 


534 
5a5 


1,058 


Basic  lines. 


12, 289, 02a  00 
5, 200, 2n.  00 
22,098,411.00 
13,273,418.00 
346, 55a  00 
4,066,789.00 
1,034,263.00 


48,328,728.00 


11,962,433.00 
3,554,221.00 
6,876,517.00 
8,176,lia00 
173,287.00 

18,780,744.00 
2,061,885.00 


51,585,197.00 
34.9 


11,608,071.00 
13,064,913.00 
2,265,463.00 
4,118,044.00 
563,946.00 
14,346,333.00 
2,109,974.00 


48,076,744.00 
32.4 


147,990,069.00 


Amoant 
bofTOved. 


14.662,143.9? 
8,000,083.41 
44,228,70X6$ 
24,828,mS3 
648,743.  Jl 
6,105,55162 
2,087,m» 


RECAPITCLATION. 


State. 


Colorado 

Kansas 

Miasouri 

Nebraska.... 
New  Mexico. 
O^homa... 
Wyoming . . . 

Total.. 


Number 
of  banks. 


143 
258 

60 
207 

13 
339 

48 


1,05$ 


Basic  lines. 
July  1, 1990. 


25,890,524.00 
21, 819, 41  LOO 
31,240,391.00 
25,567,572.00 

1,083,783.00 
37,213,806.00 

5,206,122.00 


147,990,609.00 


LiaUlitT. 
June  30^  nil 
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AmUyiii  of  dUttibutiim  of  credit  of  Federal  Reserve  Bank  of  Kansas  dtp, 
basis  of  July  31,  1920. 


State. 


NuQiber 
of  banks. 


Basic  lines. 


Amoant 
borrowed. 


Memben  borrowini;  in  excess  of  basic  lines: 

Galorado. 

Kansw 

Xifliouri 

Nebrtska. , 

New  Mexico 

Oklahoma 

WjomiDg 

Total 

Percent 

Members  borrowing  lees  than  basic  lines: 

Goloiado. 

Kansas 

MisBoori.... 

NebTMka 

New  Mexico 

Oklahoma 

Wyoming 

Total 

Pereent 

•enbers  not  bor  rowing: 

Goloredo. 

MisBMHi;!!";!!!!!!!!!;;;!;!;!!!;!!!;; 

Nebraska 

NewMexlee 

Oklahoma 

WycHning 

Total 

Percent 

Grand  total. 


280 
26.1 


267 
24.9 


66 
160 

21 

74 

5 

179 

20 


525 
49 


S2, 666, 275. 00 

4,586,296.00 

22,486,941.00 

14,006,01^.00 

298,106.00 

,  6,498,537.00 

954,258.00 


I5,210,ft».4t 
7,»»,«54-J7 
47,996,466.23 
27,184,183.94 
629,880.27 
7,373,169.91 
2,158,947.01 


50.481,424.00 
34.4 


13,447,701.00 
4,140,661.00 
7,806,754.00 
6,018,215.00 
413,042.00 

18,725,784.00 
2,664.456.00 


98,343,383.12 
73.^ 


9,616,485.91 
2,582  416.30' 
5,221,590.13^ 
3, 773, 073.  IT 
236, 881 71' 
11,781,485.83 
1,580,455.94 


53,216,613.00 
36.2 


9,421,911.00 
13,611,768.00 

1,474,511.00 

4,175,497.00 

386,014.00 

12,429,095.00 

1,602,542.00 


34.794,091.00 
26.1 


43,191,338.00 
29.4 


1,072 


146,889,375.00 


133, 137, 4n.  21 


RECAPITULATION. 


State. 

Nomber 
of  banks. 

Basic  lines, 
Ang.  1,1920. 

July31,%lll 

Cololtfo. 

145 
^61 

60 
207 

13 
337 

49 

25,435,887.00 
22,988,724.00 
31,>768,206.00 
24,'289  7^00 

1,097,161.00 
36,618,416.00 

5,311,256.00 

14,827,419.40 
lO.472l2m.t7 

ifioSi.. :!:::::.......:.......:..:...:...:..::... ..:::::::.. 

53,117;9«^ 

8e8,47L98 
19,154,i6Ci4 
3,ia9,4i8.8i 

■"Mmrtflo^    .     

flttiSnTT:::::.^.......  ................... ......:..... 

i^-BSt              ;    ; 

Total 

1,072 

146,889,375.00 

133,137,473.11 
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AncUysis  of  distribution  of  credit  of  Federal  reserve  hank  of  Kansas  City,  5o<ti 

of  Aug.  SI,  1920. 


state. 

1  Number 
of  banks. 

1 

Basic  lines. 

t2,637,48L0O 
3,363,102.00 
21,682,252.00 
H966^386.00 
411,712.00 
8,883,065.00 
1,991, 16a  00 

Amonnt 
bcrrovra. 

Members  borrowing  in  excess  of  basic  lines: 

Colorado , 

42 
44 

21 
91 
5 

85 
18 

|5,SS^a9tLM 
5,192,14177 
4^»8^90i.91 
^3GB^93S.» 

nSmifi 

14,251,0»LS 

Kansas.                                    .. 

Missouri...!....!'!.!!..;;.!!...*.;..;;;...;...!!.!!.!!.... 

Nebraska 

New  Mexico 

Oklahoma 

Wyoming .    ...    ...  X  a          . .    . .    ....      . . 

Total 

Per  cent 

306 

I         28.5 

53,885,158.00 
36.9 

100, 320^  ua  07 

77 

Members  borrowing  less  than  basic  lines: 

Colorado 

K»n«fta 

Missouri 

Nebraska 

New  Mexico 

44 

'             16 
44 

4 

88 
11 

14,361,196.00 
4,699,717.00 
8,943,688.00 
5^296,215.00 
318,292.00 

14,830^085.00 
1,650^078.00 

7,942,917.31 
3,793»00i73 
5466,J7i.ei 
Z024, 83111 

Oklahoma 

Wyoming 

9,602,072.11 
94^26«.U 

Total 

Per  cent 

256 
23.8 

50,101,221.00 
34.4 

2fl^931,Wl.» 
23 

Members  not  borrowing: 

Colorado , 

60 
170 

23 

71 

4 

165 

20 

8,011,975.00 
14,280,923.00 

1, 933, 637. 00 

4,316,568.00 

373,039.00 

11,189,448.00 

1,605^111.00 

Kftnff^ti    .. ,  ,        ,  ,    

Missouri 

Nfjbraskft.  , 

New  Mexico 

Okifkhoma                                         

WvOfPinflr      . .    T r .    

Total 

513 
47.7 

41,719, 70MIC 

Per  cent 

Orandtotal 

1,075 

145^  706, 08a  00 

130^2Sl,32a» 

RECAPITULATIO] 

*4. 

State. 

Number 
of  banks. 

Basic  lines 
Sept.  1, 1920. 

Aog.31,llaO. 

Colorado 

146 
263 

60 
206 

13 
338 

49 

$25,010^652.00 
22,352,742.00 
32,509,577.00 
24,581,169.00 

1,103,043.00 
34,902»54&00 

5,246,349.00 

.8n^4».tt 

23.J8lbl4i9 

K^nfi^  -  - , , - , , -  - . , ,-,.,,,,, 

Mfc^ifrtpri       -              

N«i>r«,<i)n^    , , , 

New  Mexico      .....                                

OkUhnm^  .    ,    ,        , 

WVOmiWf r  .......  r  , 

t^m« 

Total 

1,075 

145,706,0ea00 

13llk2Sl,m3> 
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Analysis  of  diatributian  of  credit  of  Federal  reserve  bank  at  Kansas  City,  basis 

of  Sept.  30, 1920. 


State. 

Number 
of  banks. 

Basic  lines. 

Amount 

Colorado 

37 
48 
36 

101 
6 

101 
19 

81,922,215.00 
4,823,214.00 
2a^310.00 
ir,  643, 636. 00 
411,453.00 
8,979,804.00 
2.07fLfiAft.OO 

84,173,394.21 
7,137,790.88 
49,817,764.38 

18,443,309.56 
3,488,031.11 

Kanfiftll  r .                            a                            s                       ....  X  .....  a 

Ifl^KpilH.        

Nebraska 

New  Mexico 

Oklabonia 

Wyoming 

^     -,--, 

Total 

338 
31.3 

»,«».,^«o 

118,353,105.68 
78.8 

Percent 

Members  borrowing  less  than  basic  lines: 

Colorado 

50'    16.1M.5S3.Q0 

11,533,408.91 
3,936,907.63 
5,034^738.32 
1,483,506.96 
116,605.00 
9,104,227.46 
582,136.06 

Kan!fa.<? .............. .             .      .       .      '  .       . .    ... 

56 

12 
52 
3 

88 
10 

6,445,154.00 
7,594,771.00 
3,214,215.00 
266,544.00 
15^146,606.00 
1,189,779.00 

HM^fmri,          . 

Nehraslca 

New  Mexico 

Oklahoma.. .. 

WvomJne 

Total 

271 
25.1 

40,993,692.00 

31,770,509.26 
21.2 

Percent 



Kembers  not  borrowing: 

Colorado 

59 
163 

22 

52 

4 

160 

21 

6,431,438.00 
11,790,804.00 
1,982,336.00 
2,968^153.00 
355,121.00 
9,620,328.00 
1,899,605.00 

Kansas ............    . .    . .  .  .  .  . 

Missouri 

Nebraska 

New  Mexico 

Oki^boma. 

Wyoming . . . , 

Total 

471 
43.6 

35,047,785.00 
^       '     24.ft 

Percent 

Grand  total 

1,080 

141,027,675.00 

150^123,704.94 

RECAPITULATION. 


6«ate. 

Number 
of  banks. 

Basic  lines 
Oct.  1, 1930. 

LiabUity. 
Sept.  30,  im 

Colorado* 

146 
267 

60 
305 

13 
339 

60 

824,490,186.00 
22,559,172.00 
30^904,417.00 
23,826,004.00 

1,033,118.00 
33,746,828.00 

5^167, 96a  00 

815^697,088.12 
11,074,698.51 
54,842,487.50 
36,071,698.00 
^  820^.129.  S 
27,547,537.03 

Kansas 

Wsseuri : 

Nebraska::::::::::::::::::;:::::;:;:::::::::::::::::;;::;:::; 

New  Mexico 

Oklahoma 

Wyoming ^...k 

4,070,166.19 

Total 

1,080 

141,027,675.00 

150^123,704.94 

Digiti 
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Analysis  of  distribution  of  credit  of  Federal  reserve  ha^k  of  Kansas  City,  hasii 

of  Oct,  Sly  1920. 


state. 

Number 
of  banks. 

Basic  Unes. 

Amount 

Members  borrowing  in  excess  of  basic  lines: 

Cdorado 

42 
70 
29 

115 
6 

107 
18 

92,442,097.00 
7,216,620.00 

24,787,649.00 

16,628,100.00 
461,234.00 

11,280,773.00 
1,963,242.00 

$5,013,74155 
12,196,210.44 

Kansas 

Mbaonri. 

57,207;oBl72 

36,457;o&«> 

778.786.15 

Nebraska 

New  Mexico 

O^^flhA^A . 

17,771,Sa» 
3,140,888.(16 

Wyoming 

Total 

387 
36.7 

64,760,615.00 
47.4 

132.563,20B.e 

83.9 

Percent ..." 

Members  borrowing  less  tban  basic  lines: 

Colorado 

46 
61 
12 
63 

3 
96 

9 

15,881,015.00 
6,068,384.00 
2,466,062.00 
3  066,04&00 
224,88&00 

13,492,323.00 
1,038,49100 

8,988,192.2 

Ki^rfm« 

2998  tStO 

Mismi^ii                      

Nebraska. 

1,837.  I27.Df 

New  Mexico 

'S7^308.« 

n^if»»^nmft 

9,942,01135 
566,676.17 

Wyoming , 

Total 

282 
26 

41,240,211.00 
3a2 

25,  518,27a  19 
Mil 

Percent 

Members  not  borroiring: 

Colorado 

S8 
137 

18 

40 

4 

134 

23 

9,267,068.00 
i;369,803.00 
2,139,006.00 
318,846.00 
8,464,968.00 
2,133,818.00 

Kansas 

Missouri 

NA>>ra«KA 

New  Mexico 

01rlfih<«niA 

WvominE 

Total 

414 
3&3 

30,728,197.00 
22.4 

Percent 

Grand  total 

1,068 

136,738,02100 

158,081,479.12 

RECAFITtJLATION. 


s^ 

Number 
Of  banks. 

Basic  lines, 
Not.  1, 1930. 

u^^o,.. 

CMorad*. 

146 
268 

99 
2b6 

13 
939 

90 

926,'967,7Qe.OO 
21,936,972.00 
2^612,514.00 
21,852,24100 

i;OQ<96&00 
33,238,06100 

5,126,66100 

«14,001,90r.V 

y^niift 0 

XMilWl' 

MfctMorl 

MftbnvkA 

i^29iLXA^ 

NewMmiRO 

^^9f£991ff 

OkkJHimi 

27  7tLttK% 

Wyoming 

3;6l^4fl2l 

Total 

1,083 

196,736,683.60 

19B»«l,i7gLl2 
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Analysi9  of  distribution  of  credUs  of  Federal  reserve  bank  of  Kansas  CU^^ 

basis  of  Nov.  SO,  me. 


state. 

Nomber 
of  banks. 

Basic  Unes. 

Amount 
borrowed. 

ICemtare  txvrowins  io  excess  of  basic  Unei: 

Cdoiado 

36 
82 
30 

122 
6 

103 
13 

83,231,382.00 
7,406,367.00 
27,808,294.00 
14,864,385.00 

450,214.00 
12,753,100.00 

866;900.00 

83,874,387.49 

Kansao 

13,328,607.64 

53,116,388.09 

so;  000, 130. 08 

813,436.88 

'  18,934,583.60 

Mffwmri  -  

Nebiaaka 

NewMezioo 

AklAlMnmi 

WyMnin|r -      . 

l|5i6,'877.64 

Total 

302 
36 

66,374,642.00 
48.2 

130,477,801.37 

Pwoent 

Mambera  borrowing  less  than  basiclines: 

Odorado 

43 
66 
13 
58 
4 
110 
12 

15,365,241.00 
5,317,572.00 
2,520,334.00 
5,314,197.00 
272  794.00 

12,105,251.00 
1,678,051.00 

6,160,664.65 
3,654,011.13 
1,709,338.53 
3,113,827.83 
75,416.71 
8,065,999.62 
1,181,505.86 

Kansaii                                                                 

{fiW^rrt 

SSSSi    

NiiwW^Tlo^     ,        .                               ,.                  

Oklalinma             ...                 

Wyvminf 

Total 

306 

28.1 

42,573,440.00 
30.9 

22,879,654.33 

Percent 

Members  not  boirowing: 

67 
122 

16 

30 

3 

128 

25 

7,601,302.00 
7,528,188.00 
1,454,402.00 
1,618  186.00 
319,279.00 
7.750,183.00 
2,533,254.00 

Kansas 

WIssonH. 

\JSi!^ 

NnrV^y^tm -    -    ...      

ohLkJSt 

Wyoming 

Total 

391 
35.9 

28,804,794.00 
20.9 

Percent ^ 

** 

Ofindtotal 

1,089 

137,753,876.00 

143,816,955.70 

BXGAPITULATIQK. 


State. 

Nomber 
of  banks. 

Basiclines 
Dec  1,1910. 

UabUitv 
Nov.30,l«». 

OAndo 

146 
37D 

59 
310 

18 

a4i 

10 

835,197,9».00 
30,351,137.00 
Si;778,080.00 
31,796,768.00 
1,043,387.00 
83,608,584.00 
5,078,305.00 

810,084,9et.U 
15,883  «8.n 

38,m;Mf.86 

'm,ms.m 

36,9lt,f88.3i 
3.6il'888.89 

i^iaska. :::.:...: „ 

Mwiffmen.  ,  ,^    

SWihoIiir:...:.:..  ...•.......:.. ... 

W|MBi^                        ^          

Mtf    .X    XX     .w     .........x.x............... ............ 

M» 

lS7,783,876:cfi9 

148,868,865.70 

Digiti 
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AnalyH9  of  distribution  of  credits  of  Federal  reserve  bank  of  Kansas  Cii% 

basis  of  Dec.  SI,  1920. 


state. 

Number 
of  banks. 

Basic  lines. 

Amcgnt 
borrowed. 

Members  borrowing  in  excess  of  basic  lines: 

Colorado 

50 
79 
25 

130 
6 

110 
16 

13,027,160.00 
6,209,117.00 

21,941,286.00 

16,962,341.00 
556,570  00. 

13,706,679.00 
1,833,422.00 

$5,051,738.27 

Kanms             .                                          

10,566, 35L5S 

Missouri 

47.8«7,7U.17 

Nebraska. 

30,195,332.24 

New  Mexico 

1,022,121.44 

O^lftbomft                           .                       ,             

19,321,997.73 
2,423,22L17 

Wvomine 

Total 

416 
38.3 

64,236,575.00 
47.9 

117,328,47515: 

Percent 

Members  borrowing  less  than  basic  lines: 

Colorado 

34 
78 
17 
46 
6 
109 
14 

10,060,880.00 
6,711,374.00 
7,462,88&00 
2,989,796.00 
358,979.00 

10,813,298.00 
1,700,931.00 

6.108,e96L4S 

Kan.oas 

3,810,630.33 

Missouri 

3-S00»a72 

NfiHTWifcH 

1,902,33s.  67 

New  Mexico 

182,091.  S5 

Okl^hAm^ 

6,093, 33. 43 

Wyoming 

858, 411. » 

Total 

304 
27.9 

40,008,105.00 
29.9 

21,940,907.68 

Per  cent 

'       '    15.S 

Members  not  borrowing: 

Colorado 

62 
114 
16 
34 

1 
121 
20 

9,115,733.00 
7,354,454.00 
1,543,533.00 
1,848,575.00 
30,680.00 
7,739,190.00 
1,964,731.00 

Kansas 

Missouri 

Nebraska. 

New  Mexico 

Oklahoma.         .                         .             .            

Wyoming ..,..   . 

Total 

368 
33.8 

29,506,896.00 
22.2 

Percent 

* " 

Grand  total 

1,088 

133,931,576.00 

139,289,883.25 

RECAPITULATION. 


State. 

Number 
of  banks. 

Basic  lines, 
Jan.,  1921. 

LiabflitT. 
Dec  31, 1921. 

Odarado 

146 
271 

58 
210 

13 
340 

50 

122,203,782.00 
20,274,945.00 
30,947,657.00 
21,800,712.00 
946,220.00 
32,250,167.00 
5,499,084.00 

50  838,«MI 
32,QBr,fllMl 

2S4lS»L16 
3,28l,ftt«7 

KaTffiRs ,    ....... 

Missouri 

Nebraska :.......-. 

New  Mexico...... ii 

Oklahoma.^.             .]    •> 

WyoHtiog .:...! 

Total :. 

1,088 

133,931,576.00 

130,269,  SI  25 

Digiti 
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Analysis  of  distrihniion  of  credits  of  Federal  reserve  bank  of  Kansas  OKy, 

basis  of  Jan,  SI,  1921. 


State. 

Number 
of  banks. 

Basic  lined. 

Amount 
borrowed. 

Colorado....  rrr. 

53 
73 
15 

120 
8 

105 
11 

$3,140,368.00 
6,746,067.00 

10,607,636.00 

11,921,726.00 
616^548.00 

10,470,842.00 
1,085,969.00 

16,022,507.36 

Kanfin 

8i896!988.i4 

Missouri 

23,227,319.77 

Nebraska 

19,984,532.09 

New  Mexico 

1,066,867.52 
15, 347, 196. 09 

OUatioma 

Wyoming ' 

1,486^153.40 

Total 

385 
35.3 

43,539,156.00 
31.2 

75,979,499.36 
70.3 

Per  cent 

If  embers  borrowing  less  than  basic  lines: 

Odorado 

37 
09 
25 
49 
4 
118 
23 

10,310,306.00 
4,730,293.00 

14,874,674.00 

3,946,928.00 

277,631.00 

13,924,818.00 
3,132,339.00 

5,810,048.29 

Kanniff 

^545,677.30 

irtmm^rf , 

IOl  796,-636. 20 

NetJraska, 

New  Mexico 

2,464,866.36 
234,081.05 

Oklahoma 

Wyoming 

8, 297, 76a  39 
1,966,547.11 

Total 

Percent 

325 

29.8 

51,196,991.00 
36.6 

32,123,639.70 
29.7 

Members  not  borrowing: 

Colorado 

56 
131 

18 

41 

2 

116 

17 

10,772,412.00 
10,338,967.00 
7,732,000.00 
6,491,847.00 
42,575.00 
8,036,268.00 
1,561,958.00 

Kansas 

Missouri  .               .         

KAhrn.ifka     .                        

NewMexico 

OMAhATTIft 

Wyorning , ...rr-..,... 

Total 

381 
34.9 

41,976,027.00 
32.2 

Percent 

Grand  total 

1,091 

139,712.174.00 

108^108,039.06 

RECAPITULATION. 


SUte. 


■Colorado.... 
Ksna»..... 
Vteeiiiri.... 
IVebrBftfta... 
lf«ir  Mexico 
'Oktahoma. . , 
Wyemtng. , , 

Toiw. 


Number 
of  banks. 


146 
273 

210 
14 

339 
51 


1,091 


Basic  lines, 
Feb.,  1921. 


$24,223,088.00 
20,815,327.00 
33,214,310.00 
22,360,501.00 
936,754.00 
32,431,928.00 
5,730,286.00 


139,712,174.00 


Liability. 
Jan.  31, 1921. 


$11,841,555.64 
11,441,510.44 
34,023,97^97 
22,390^308.45 

1,300^938.57 
23,644^966.48 

3,460»70a.51 


108,108,039.06 
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Ast9^y8i9  4tf  diatributUm  of  credit  of  Federal  reserve  bank  of  Kansas  City,  boHi 

of  Feb.  S^,  1921, 


state. 


I  Number 
[Of  bonks. 


Basic  lines. 


Asuxuit 
borrowed. 


Members  borro  Aing  in  excess  of  basic  lines: 

Colorado. 

Kansas 

Missouri 

Nebraska. ».. 

Nev  Mexico 

O  lahoma 

Wyoming 


Total.. 
Percent., 


55 
63 
16 

108 
8 

103 
13 


$2,946,937.00 
4,706,211.00 
10,090,709.00 
11,914,884.00 
625,895.00 
6,089,531.00 
1,762,984.00 


S5,836,699.CO 
7.662,866.42 

20,881,O}9.64 

18,710,516.0» 
908,338.04 

10,098,527.80 
2,338, 387.2& 


366 
33.6 


38,746,151.00 
28.1 


66,507,364.79 
€7.7 


Members  borrowing  less  than  basic  lines: 

Colorado. 

32 

75 

1            24 

56 

i        ul 

22 

11.676,470.00 
4,950,407.00 

14247  935.00 

3,672  117.00 

279,540.00 

17,544:748.00 
2, 407;  844. 00 

5,372,70114 

Kansas 

Missouri 

Nebraska. 

New  Mexico 

2,609,928.16 

I0,00O,61L94 

2,0t8,«tt.« 

li»3,756.78 

Oklahoma 

Wyoming 

10,165.274.59 
1,358,814.35 

Total 

326 
30 

54,788,070.00 
39.8 

31,718,715.82 

Percent 

32.3 

Members  not  borrowing: 

Colorada • 

58 

134 
18 
46 
2 

122 
16 

8,951,017.00 
10,585,565.00 
7,915,548.00 
6,889,313.00 
48,022.00 
8,226,050.00 
1,566,661.00 

Kansas 

Missouri , 

Nebraska. 

New  Mexico 

OklahomA  r .. 

Wyoming 

Total 

386 
36.4 

44,182,176.00 
32.1 

Percent 

Grand  total 

1,088 

137,716,397.00 

9S.22i,OO0L61 

RECAPITULATION. 


State. 


Oolorada..., 

Kansas 

Missouri 

Nebraska.... 
New  Mexleo. 
Oklahoma... 
Wyoming. . . 

Total.. 


Number 

of 
banks. 


145 
272 

58 
210 

ii 
838 

51 


1,088 


'  Amount 
Basic  lines,  I  borrowed 
Mar.,  1921.  feb.  28, 1921. 


828,574,424.00 
20,251,183.00 
32,863,192.00 
23,«76,314.00 
963.466.00 
31,880,329.00 
5,787,489.00 


137,716,307.00 


$ll,a09^|tf.74 
80;8IB^flM.i6 

2o;a£MUi 

20^m,«M9 
3,667,991.51 


96,2H,080.61 
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Anali/H*  of  disti'ibution  of  credit  of  Federal  reserve  bank  of  Kaunas  City^  basis 

of  Mar.  31.  1921, 


state. 

Number 
of  banks. 

Basic  lines. 

Amount 
borrowed. 

Members  borrowing  in  excess  of  basic  lines: 

CoIoTBdo 

45 
64 
21. 
99 
8 
107 
17 

$2,575,805.00 
4,623,211.00 
19,203,836.00 
10,393,940.00 
555,610.00 
5,853,560.00 
1,836,527.00 

$4,457,061.04 

Kansas 

7,435,131.01 

Missouri 

30,692,  %8. 93 

Nebraska. 

17,779,861.31 

New  Mexico 

844,677.30 

Oklahoma 

9,263,278.26 

Wyoming .                      

2,729,030.95 

Total 

361 
33.2 

45,032,489.00 
33.4 

73,201,638.80 

Per  cent 

73.2 

Members  borrowing  less  than  basic  lines: 

Colorada 

42 
72 
18 
58 
4 
108 
17 

9,351,896.00 
5,996,996.00 
5,708,345.00 
6,393,688.00 
363,415.00 
17,411,436.00 
1.737,275.00 

4,314,018.50 

Kansas.  .  . 

2,952,483.  .SO 
3,059,482.31 

Missouri 

Nebraska 

3,709,447.93 
177, 512,  .50 

New  Mexico ; 

Oklahoma 

11,616,220.04 

Wyoming ...... 

1,136,035.37 

Total * 

319 
29.3 

46,958,050.00 
34.9 

26,864,200.30 
26.8 

Per  cent 

Members  not  l)orro\viiig: 

Colorado. 

58 
138 

19 

51 

2 

124 

17 

11,409,632.00 
9,242,125.00 
6,864,776.00 
5,671,784.00 
43,767.00 
7,803,117.00 
1,710,416.00 

Kansas 

Missouri 

Nebraska 

New  Mexico 

Oklahoma 

Wyoming .  .      .         

Total 

409 
37.6 

42,745,617.00 
31.7 

Percent 

Grand  total 

1,089 

131,736,156.00 

100,065,830.10 

RECAPITULATION. 


State. 

Number 
of  banks. 

Basic  lines, 
April,  1921. 

LiabiUtv, 
Mar.  31. 1921. 

Colorado 

145 
275 

58 
208 

14 
338 

51 

$28,337,333.00 
19,862,332.00 
31,771,957.00 
22,459,412.00 
962,792.00 
31,068,112.00 
5,274;218.00 

$8,ni,07».63 
10,387,614.57 
33,752,081.24 
21,489,:)09.24 

Kansas 

Missouri 

Neg  Mexico 

1,022,189.80 

20,779,496.30 
3,864,066.32 

Wyoming 

Total 

1,089 

134,736,156.00 

100,065,839.10 

Digiti 
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Analysia  of  distribution  o/  a'edit  of  Federal  reserve  bank  of  Kansas  City,  basi^ 

of  Apr,  30,  192L 


State. 

Number 
of  banks. 

Basic  lines. 

Amount 
borrowed. 

Members  borrowing  in  excess  of  basic  lines: 

Colorado 

46 
62 
20 

100 
7 

106 
10 

t2, 205, 421. 00 
4,476,650.00 
18,454,579.00 
1(^596,752.00 
421, 83a  00 
6,209,023.00 
2. 512.  IfifL  00 

$3, 765,966. » 
6,840,684.30 

Kansas 

Missouri 

28,851,067.66 

Nebraska 

16,89a964.4)» 

New  Mexico 

553,52L7& 

Oklahoma 

9,163,09^42 

W  vomine 

3,804,082.64 

'"    ' 

Total 

360 
33.1 

45,026,415.00 
34.7 

60,870,455.74 

Perce'ht 

72.0 

Members  borrowing  less  than  basic  lines: 

Colorado 

46 
75 
18 
61 
5 
122 
17 

9,681,295.00 
4,308,853.00 
5,706,814.00 
5,818,023.00 
430,522.00 
16,484,480.00 
1,248,422.00 

4.327,315.2:^ 

Kansas 

ML«rMiri 

tmSi» 

NAhn^tirft          .         , 

3,515,007.89 

New  Mexico 

^2ffi^SL9.00 

Oklahonia , 

11,065.066.81 

Wvomlnff 

^.  ML  4ft 

.    Total 

344 
31.6 

43,687,418.00 
33.6 

2&  888, 075. 40 

Percent 

^^27.1 

Members  not  borrowing: 

Colorado 

53 
137 

10 

48 

2 

110 

15 

10,566,360.00 
10,312,741.00 
,   6,773,030.00 
5,025,541.00 
43,100.00 
6,073,022.00 

Kansas '. 

Missouri 

Nebraska 

New  Mexico 

Oklahoma 

W  yoming 

1,446,684,00  ! 

Total 

384 
35.3 

41,141,387.00 
31.7 

Per  cent 

" 

Grand  totaL 

1,088 

120,855,220.00 

05,758,531.14 

BBCAPITULATION. 


State. 

Number 
of  banks. 

Baste  lines, 
May,  1021. 

UsbOi^Apr. 

Colorado 

146 
274 

57 
200 

14 
338 

51 

922,513,076.00 
10,008,244.00 
30,084,432.00 
21,440,316.00 
0O4,5«LQO 
20,727,434.00 
5, 207;  26^00 

$6, 008,  SSL  51 

9,3S«61» 

32,31i;i61S 

Kansas 

Missouri 

NebrA.ska 

New  Mexico 

OkiAhnTna. 

^s^s 

Wyon^ing 

Total » 

1,068 

120,855,220.00 

96,758,58L14 
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Analysis  of  distrihuiion  of  credits  of  Federal  reserve  hank  of  Kansas  City, 

basis  of  May  31,  1921, 


state. 

Number 
of  banks. 

Basic  lines. 

Amount 
borrowed. 

Members  borrowing  In  excess  of  basic  lines: 

Colorado 

50 
50 
20 
92 
6 

no 

17 

12,219,400.00 
4,105,415.00 
9,440,655.00 
6,248,302.00 
347,516.00 
6,884,655.00 
2,307,890.00 

$3,653,932.30 

Kansas 

5,919,932.13 

]|£Kouri •. 

14,637,852.58 

Nebraska...                                             

9,507,970.81 
467,261.19 

New  Mexico 

o^iahntna 

9,527,284.68 
3,674,753.99 

Wyoming 

Total 

354 
32.5 

31,563,833.00 
24.6 

47,188,977.58 

Per  cent 

57.6 

Members  borrowing  less  than  basic  lines: 

Cdorado 

38 
75 
18 
01 
7 
124 
19 

6,641,507.00 

4,652,856.00 
18,766,384.00 

9,480,736.00 

543,441.00 

15,572,044.00 

1,190,782.00 

3,461,015.49 
2, 460, 42a  89 
11,608,846.26 
6,008,899.87 

Kansas .            

Missouri 

Nebraska 

New  Mexico 

398,256.95 

Oklahoma t  ,  r 

9,993,896.44 

Wyoming     .            

744,862.78 

Total 

342 
31.4 

56, 847, 75a  00 
44.3 

34,680,197.68 

Percent 

42.4 

Members  nonborrowing: 

Colorado 

67 
141 

19 

56 

2 

104 

15 

13,162,031.00 
10,103.466.00 
2,488,659.00 
5,877,471.00 
43,927.00 
6,669,912.00 
1,516,685.00 

Kansas 

Missouri 

Nebraska 

* - 

KffwV^Kir^  .    ,                                    

Oklahoma                                                             .  .  . 

Wyomine 

Total 

394 
36.1 

39,863,151.00 
31.1 

Percent 

Orand  total,  .       .       ,                              , 

1,090 

128,264,734.00 

81,860,175.26 

RECAPITULATION. 


State. 

Number 

Basic  Unes, 
June,  1021. 

LiabUity, 
May  31, 1921. 

Colorado 

146 
275 

57 
209 

15 
338 

51 

922,022,938.00 
18  861,737.00 
30,696,698.00 
21,606,509.00 
934,884.00 
29,126,611.00 
5,015,357.00 

$7,014,947.79 
8,388,353.02 

KinsiM 

MhMomi.  .........:....:;.;;::;:..;.....;...:. ..;:..;. 

26,246,097.84 

Nahnifka-         

15, 616, 87a  68 
860,508.14 

New  Mexico 

o^iWraoa 

19,621„181.Q2 
4,319C61«.77 

Wyoinlne. .  .     ...........        .        ..    .  .    . 

Total 

1,090 

128,264,734.00 

81,860,176.26 
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Analysis  of  dUtribntion  of  credit  of  Federal  reserve  bank  of  Kansag  City, 

basis  of  June  SO,  1921. 


8tat«. 

Number 
of  banks. 

Basic  lines. 

Amount 
borrowed. 

If  embers  borrowing  in  excess  of  basic  lines: 

Colorado..... T!. 

58 
55 
18 
89 
6 
116 
21 

12;  467, 799. 00 
2,069,153.00 
8^277,734.00 
3,961,801.00 
320^396.00 
8;  035, 283. 00 
2,286,552.00 

I3,»n,wi.« 

3,196,fi2i44 

Kansas 

Missouri 

Nebraska 

ll,93fl;087.H 

&i9QLiaa3o 

NewMexico 

4^722.06 

Oklahoma 

1(];6Hl«IL24 

Wyoming ........ 

^7M,63L(0 

Total 

363 
33.3 

27, 418;  n8. 00 
21.8 

4a  237. 73^76 

Percent 

51.2 

Members  borrowing  less  than  basic  lines: 

Colorado 

39 
64 
20 
57 
7 
106 
14 

12;  850, 116. 00 
5,543,931.00 
14,697,657.00 
9,658y83&00 
661, 138. 00 
13, 145v  4ia  00 
950^095.00 

7,OS9;65l.79 

Kan.<ns . 

3,HLd6&53 

Missouri 

11,965,096131 

Nebraska , 

7,06L4m22 

NewMexico.  ...              

454,502.30 

Oklahoma 

7,995iS».93 

Wyoming 

666,391:3 

Total 

307 
28.1 

57,516,192:00 
45.7 

38;  364, 271 93 

Percent 

^^^     4iLI 

Members  nonborrowing: 

Colorado 

49 
156 

18 

63 

2 

116 

16 

6.124,487.00 
11,453,696.00 
6,657,357.00 
7,884,622.00 
40;  307.00 
7,202,364.00 
1,616,960.00 

Kansas 

Missouri 

Nebraska 

NewMexico 

Oklahoma 

Wyoming 

Total 

420 
38.6 

40;  979, 822. 00 
32.5 

Percent 

' 

Grand  total 

1,090 

125,914,732:00 

78;  602;  013.66 

RECAPITULATION. 


State. 

Number 
of  banks. 

Basic  Un«, 
July,  1921. 

Junel0,19h. 

Colorado 

146 
276 

56 
209 

15 
338 

51 

$21,451,402.00 
10, 066;  7801 00 
20,632,748.00 
21,506,289.00 
1,021,841.00 
28;  3»,  006.00 

/<8S636.00 

$11,067,96:6 

KanssA 

Missouri 

a^aSiAss 

Nebraska 

^Sas 

NewMexico 

Oklahoma 

l&69imi7 

Wyoming , 

4;46^0ai33 

Total 

1,090 

125^914,732.00 

78;  601;  013. 68 
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AnalyMs  of  distribution  of  credit  of  Federal  Reserve  Bank  of  Kansas  City,  basis 

of  July  31,  1921. 


state. 


Number 
of  banks. 


Members  borrowing  in  excess  of  basic  lines: 

Colorado 

62 

Kansas 

39 

Mtsswirj 

15 

Nebraska 

78 

New  Mexico. 
Oklahoma... 
Wyoming 


Total.. 
Percent. 


1(M 
21 


Uembers  borrowing  less  than  basic  lines: 
Colorado 


Missouri *. . 

Nebraska 

New  Mexico 

Oklahoma 

Wyoming 


Total.. 
Percent. 


Members  not  borrowing: 

Colorado 

Kansas .• 

Missouri 

Nebraska 

New  Mexico , 

Oklahoma 

Wyoming 


327 
30 


35 
67 
22 
64 
4 
114 
18 


324 

29.8 


Basic  hnes. 


12,910,222.00 
1,665,602.00 

13,881,453.00 
5,613,047.00 
535,531.00 
7,036,710.00 
2,172,814.00 


0,350,400.00 
5,728,790.00 
8,463,883.00 
7,986,294.00 
291,944.00 
12,933,562.00 
1,296,951.00 


46,060,824.00 
36.0 


Amount 
borrowed. 


>4, 687,691.88 
2,488,386.45 

17,988,757.72 
7,753,416.11 
724,552.52 
9,839,676.98 
3,955,107.52 


4,364,055.50 
3,109,728.41 
5,995,084.64 
4,397,328.38 
84,727.99 
8,240,141.84 
806,189.95 


26,997,2:36.80 
36.3 


49 
169 

19 

67 

3 

119 

12 


Total.. 
Percent. 


438 
40.2 


Grand  total.. 


1,080 


8,936,744.00 
12,321,268.00 
6,646,131.00 
8,461,733.00 
132,934.00 
7,131,524.00 
1,269,994.00 


44,900,328.00 
36 


124,776,531.00 


74,432,845.98 


RECAPITtlLATION. 


State. 


Cdorado 

Kansas 

Missouri 

Nebraska. . . 
New  Mexico 
Oklahoma.. 
Wyoming.. 

Total. 


Number  ! 
of  banks.' 


Basic  lines, 
August,  1921. 


146 
275 

56 
209 

15 
337 

51 


$21,206,366.00 
19,715,660.00 
28,991,467.00 
22,061,074.00 
960,409.00 
27,101,796.00 
4,739,759.00 


1,069     124,776,531.00 


UabUity.  July 
31,  1921. 


$9,051,747.47 
5,508,114.86 

23,981,842.36 

12,150,744.49 
809,280.51 

18,079,818.82 
4,761,297.47 


74,432,845.98 


Now,  Mr.  Chairman,  some  suggestion  has  been  made  that  some 
Federal  reserve  banks  in  agricultural  districts  have  required  exces- 
sive collateral  from  their  members. 

The  Chairman.  You  mean  the  Federal  reserve  banks? 

Mr.  Miller.  That  the  Federal  reserve  banks  have.  We  have  pre- 
pared here  about  50  or  60  of  the  cases  where  we  have  required  the 
greatest  amount  of  collateral  and  the  amount  of  liability,  and  we 
nave  given  the  reasons  for  asking  that  collateral. 

Here  is  a  bank  with  a  basic  line  of  $17,000  that  owed  us  $119,000; 
that  is  six  times  its  basic  line.     We  required  general  collateral  of 
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$42,000.     I  am  giving  you  the  cases  that  are  the  very  largest  pro- 
portion and  every  case  that  would  be  regarded  as  excessive. 

The  Chairman.  That  is  $42,000  in  excess  of  the  100  per  cent? 

Mr.  Miller.  No  ;  this  bank  has  a  basic  line  of  $17,000,  but,  indeed, 
OAYed  us  $119,000.  Noav,  in  addition  to  the  $119,000,  which  repre- 
sented the  discounts,  we  required  of  them  $42,000  general  collateral. 
That  is,  $42,000,  as  compared  with  $119,000  of  indebtedness  which  we 
were  carrying.  The  reason  we  did  that  was  that  its  condition  \ras 
admitted  to  be  much  overextended.  Nobody  would  contradict  that 
a  bank  with  a  $17,000  basic  line  owing  us  $119,000  was  overextended. 
That  is  six  times.    Now,  that  is  a  Kansas  bank. 

Reserve  balances  were  more  or  less  deficient  during  the  greater  part 
of  1920.  Upon  reduction  of  liability  to  basic  line,  September,  1920, 
the  general  collateral  was  returned.  The  very  moment  it  reduced 
its  basic  line  we  returned  the  collateral.  The  basic  line  fluctuated 
during  1920  from  $34,000  to  $11,000. 

Now,  under  section*4  the  oflBcers  and  directors  of  a  Federal  reserve 
bank  are  charged  with  managing  the  affairs  of  the  bank  impartially 
and  with  making  such  advances  to  members  as  may  be  safe  and  rea- 
sonable, but  with  due  regard  to  other  members. 

We  have  proceeded  on  the  basis  that  we  were  not  only  entitled 
to  be  secure  but  were  charged  with  making  loans  to  member  banks 
that  would  insure  the  return  of  the  money  with  interest;  otherwise 
we  would  have  been  negligent  with  the  revenues  of  this  Government, 
which  inherits  all  of  the  excess  earnings  of  a  Federal  reserve  bank 
over  expenses  and  the  dividends  to  its  members. 

I  could  read  each  one  of  these  cases,  out  of  which  we  have  had  seven 
failures,  and  have  just  barely  had  enough  collateral  to  come  out 
whole.  We  have  two  or  three  cases  of  failed  banks  on  our  hands  at 
this  moment.  In  each  case  we  have  collateral  which,  we  think,  will 
make  us  whole,  but  do  not  absolutely  know. 

The  Chairman.  Tliere  seems  to  be  a  large  number  of  people  who 
think  that  it  is  a  part  of  the  function  of  the  Federal  reserve  banks 
to  assume  some  part  of  the  risk  of  that  management  on  the  part  of 
the  member  banks;  what  do  you  have  to  say  about  that? 

Mr.  Miller.  Mr.  Chairman,  I  do  not  quite  understand  you. 

The  Chairman.  I  say,  it  seems  to  be  the  opinion  of  some  p>eQple 
that  it  is  a  part  of  the  function  of  the  Federal  reserve  banks  to  as- 
sume some  part  of  the  risk  incident  to  the  bad  management  on  the 
part  of  member  banks.  In  other  words,  if  a  member  bank  is  becom- 
ing overextended,  that,  instead  of  requiring  collateral  which  would 
assure  the  Federal  reserve  bank  against  any  loss,  the  Federal  resene 
bank  ought  to  take  some  part  of  the  risk. 

Mr.  Miller,  Well,  I  cfon't  know  where  anybodv  could  get  that 
interpretation  from  the  Federal  reserve  act.  In  fact,  I  think  that 
that  is  absolutely  unsound.  I  do  not  believe  the  Federal  reserve 
bank  was  intended  to  take  any  more  than  the  ordinary  business  risk, 
and  consistent  with  sound  banking.    We  have  never  done  it. 

The  Chairman.  Of  course,  a  policy  of  that  sort,  I  take  it,  would 
put  the  Federal  reserve  banks  in  the  position  of  a  guarantor  of  the 
member  bank,  would  it  not  ? 
Mr.  Miller.  You  mean,  guaranteeing  its  continuance? 
The  Chairman.  Yes. 
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Mr.  Miller.  Well,  we  do  not  guarantee  their  continuance,  but  in 
dozens  of  cases  we  have  sa\'^d  tnem  from  bankruptcy,  or  from  the 
hands  of  a  receiver,  because  when  we  feel  that  a  bank  is  solvent, 
although  overextended,  if  there  is  any  chance  at  all  to  save  that  bank 
and  its  clientele  from  disaster  we  ^ive  it  every  aid  that  it  is  possible 
to  give  up  to  the  very  point  of  taking  the  risk  ourselves.  We  feel, 
however,  Mr.  Chairman,  that  we  are  not  called  upon  to  assume  the 
.risk  and  losses  of  an  insolvent  institution  which  has  been  brought 
to  that  State  by  unsound  management.  We  could  «:ive  you  instances 
by  the  dozens  where  we  have  had  all-night  sessions  to  save  such 
banks,  and  we  have  saved  them;  but  we  have  always  tried  to  save 
them  with  a  view  of  not  absolutely  assuming  the  loss  ourselves,  and 
have  succeeded  very  well  so  far. 

Bepresentative  Ten  Etck.  You  do  not  consider  that  it  is  your  duty 
to  guarantee  them  against  disease,  but  you  will  help  them  out  and 
cure  them  if  possible  ? 

Mr.  Miller.  Yes ;  and  neither  do  we  consider  it  our  duty  to  try  to 
pump  solvency  into  an  insolvent  institution.  We  can  not  do  it, 
because  if  a  bank  is  insolvent  and  is  not  worthy  to  exist  we  do  not 
feel  it  our  duty  to  go  to  the  same  extent  that  we  would  for  a  solvent 
bank — a  well-managed  bank,  one  that  is  even  overextended  to  the 
point  of  danger. 

The  Chairman.  Have  you  made  any  separation  of  the  credit  ex- 
tended to  the  banks,  say,  in  Kansas  City  and  St.  Joe,  Mo.,  as  com- 
pared with  the  credits  extended  to  the  rest  of  the  State  of  Mis- 
souri? 

Mr.  Miller.  I  can  tell  you  from  this  [referring  to  table  of  figures]. 
Here  is  a  chart  or  map  representing  the  loans  to  Kansas  City  banki^ 
This  was  prepared  for  another  purpose,  but  it  will  answer  your 
question.  During  January  w^  were  lending  Kansas  Citv  bank^ 
$39,697,251. 

The  Chairman.  That  is  in  January,  1930 1 

Mr.  Miller.  Yes.  We  were  lending  Kansas  City  banks  thp*- 
amount  during  that  time. 

The  Chairman.  That  is  January,  1921,  is  it  not,  instead  of  Janu- 
arv,1920? 

Mr.  Miller.  Yes;  I  should  have  said  January,  1921. 

During  February  we  were  lending  $30,309,211.  This  map  was  pre- 
pared for  the  purpose  of  exhibiting  to  the  Kansas  City  banks  and 
to  this  commission  that  during  the  time  New  York  was  charging  7 
per  cent  the  average  rate  to  Kansas  City  banks  was  6.35. 

The  Chairman.  The  point  I  am  getting  at  is  that  the  general  state- 
ment has  been  made  that  agriculture  was  discriminated  against,  and 
that  a  more  liberal  policy  was  pursued  with  respect  to  the  city  banks 
and  commercial  banks  than  was  extended  to  the  interior  country 
banks. 

Mr.  Miller.  Yes,  sir.  Mr.  Chairman,  for  the  entire  year  of  1920 
our  loans  averaged  $128,959,615.38,  of  which  $79,000,000  was  directly 
in  the  interest  of  agriculture. 

The  Chairman.  How  do  you  get  that  figure  of  $79,000,000? 

Mr.  Miller.  Well,  it  is  ^79,359,798.79.  That  comprised  loans  we 
made  to  the  nonreserve  city  banks,  which  is  the  agricultural  part  of 
our  country. 
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The  CuAiRMAN.  That  is  what  I  wanted  to  ascertain. 

Mr.  Miller.  In  other  words,  there  never  has  been  a  day  since  the 
Federal  Reserve  Bank  of  Kansas  City  opened  that  more  than  50  per 
cent  of  its  total  loans  were  not  to  agricultural  or  live-stock  interests, 
directly  and  indirectly. 

The  Chairman.  We  had  a  gentleman  here  the  other  day  who  re- 
ferred to  inability  of  large  cattle  operators  to  secure  loans,  either 
in  their  own  localities  or  through  the  larger  banks.    Do  you  mind . 
advising  us  what  your  judgment  is  as  to  that  situation? 

Mr.  Miller.  Mr.  Chairman,  the  cattle  interests  of  our  district  is 
the  paramount  interest,  and  it  is  so  very  large  that,  in  so  far  as  the 
Federal  reserve  bank  is  concerned,  it  could  not  begin  to  take  any 
considerable  proportion  of  cattle  paper  outstanding  in  our  district 
on  account  of  our  limited  lending  power. 

The  Chairman.  You  mean  the  Kansas  City  Federal  Reserve  Bank? 

Mr.  Miller.  The  Kansas  City  Federal  Reserve  Bank,  I  mean.  On 
the  occasion  of  Gov.  Harding's  visit  to  the  tenth  Federal  reserve  dis- 
trict, at  which  time  he  addressed  the  live-stock  interests,  and  pre- 
paratory to  his  visit,  we  sent  out  questionnaires  to  all  the  banks,  ex- 
cept the  city  banks,  to  know  the  amount  of  their  loans,  and  asked 
them  to  classify  their  loans,  to  give  us  the  amount  that  was  being 
used  for  the  purchase  of  real  estate  or  permanent  improvement,  the 
purchase  of  machinery,  carrying  of  live  stock,  seeding  and  planting, 
and  for  purposes  not  specified,  etc.  We  received  answers  from  a  num- 
ber of  them,  and  averaging  the  answers  received  to  the  number  of 
questionnaires  mailed,  we  ascertained  that  the  countrv  banks  car- 
ried $297,000,000  of  cattle  loans.  We  then  estimated  that  the  city 
banks,  the  cattle  loan  companies,  and  the  cattle  commission  compa- 
nies were  carrying  at  least  $200,000,000.  Much  of  that  paper  may 
be  floated  elsewhere,  but  it  is  domiciled  in  our  district.  That  would 
make  $500,000,000  of  cattle  paper  in  this  district.  The  normal  lend- 
ing power  of  our  bank,  without  calling  on  other  Federal  reserve 
banks,  is  $110,000,000  to  $120,000,000. 

I  will  here  insert  a  letter  from  the  governor  of  the  Kansas  City 
Federal  Reserve  Bank: 

Federal  Kkserve  Bank  of  Kansas  City. 

May  19,  1021. 
Hon.  W.  P.  G.  Harding, 

Qorcrnor  Federal  Ref<ervc  Board,  Topeka,  Kan9, 

Dear  (Jov.  Harding:  Kno\\ing  tlint  you  wIU  address,  while  in  our  district, 
various  sijrricuiturai  and  live-stoclv  organizations,  and  for  tlie  pun^we  of  furnisli- 
ing  you  relial)le  data  concerning  aid  already  given  to  those  organizations,  we 
have  prepared  the  accompanying  tahle  from  replies  received  to  a  quesrioonairc 
addressed  by  us  to  all  of  the  l>anks  of  tlie  district,  except  those  loated  in 
financial  centers. 

You  will  observe  that  to  4,096  questionnaires  mailed,  we  received  2.116  re- 
plies, approximately  50  per  cent,  covering  total  loans  aggregating  approximately 
$500,000,000;  hence,  it  is  fair  to  assume  that  the  aggregate  loans  of  all  the 
banks  addressed  would  approximate  $1 000.000,000  and  that  the  percentage  of 
the  several  classifications,  as  shown  by  the  chart  or  table,  would  be  substantiallt 
the  same. 

Upon  this  assumption,  and  doubling  the  aggregate  amount  of  each  daasifici- 
tion,  we  arrive  at  the  following  conclusion,  In  round  numbei*s,  as  to  the  agp*- 
gate  of  each  class  of  loans  •  arried  by  the  country  banks,  State  and  national,  of 
our  district: 
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Loans  to  farmers  (or— 


Puichas^e  of  real  e<<tate  or  improvemenU 

Purchase  of  machinery  and  vehicles 

Purchase  and  carrying  of  live  stock 

Seeding  and  planting— current  season 

Purposes  not  specified 

Total  loans  to  farmers  and  stock  raisers. 
Total  loans  to  other  than  farmers 

Total  loans,  approximate 


Amount. 


$139,000,000 

7.^,400,000 

297,600,000 

87,900,000 

165,000,000 


Per  cent 
of  total 
loans. 


a2 
7.3 

29.8 
8.8 

16.5 


762,900,000 
237,100,000  ; 


1,000,000,000 


76.3 
23.7 


We  are  also  attaching  analysis,  in  even  hundreds,  of  the  classification  of 
Ioan.<«  carrie<l  by  th's  bank  for  the  first  four  months  of  1921.  From  this  table 
you  will  objierve  that  approximately  38  i>er  cent  of  our  total  loans  are  strictly 
classified  as  agricultural  and  live-stock  pai)ei%  wh!le,  as  a  matter  of  fact,  the 
proceeds  of  more  than  two-thirds  of  the  loans  represented  by  member  bank 
notes  secure*!  by  Liberty  bonds,  have  been  used  by  the  borrowing  banks  in  giv- 
ing aid  to  farmers  and  stock  raisers,  wh'ch,  If  added  to  loans  classed  as  strictly 
agricultural  and  live  stock,  would  increase  the  perc<»ntage  of  aid  given  to  such 
borrowers  to  approximately  60  per  cent  of  the  average  loans  carried  by  this 
bank. 

Yours,  very  truly, 

J.  Z.  Miller,  Jr.,  Governor. 

Now.  with  a  situation  such  as  most  of  the  local  banks  and  most  all 
of  the  lar^e  banks  find  themselves  in,  it  would  be  impossible  for  the 
large  city  banks  to  take  on  new  customers,  even  for  cattle  loans,  that 
come  to  them  in  times  like  these. 

Now,  the  case  I  have  in  mind  is  where  a  party  complains  that  the 
local  banks  in  his  community  are  so  situated  that  they  can  not  carry 
the  larger  cattle  loans,  and  t6ey  have  to  resort  to  Kansas  City  or  Chi- 
cago. Well,  when  that  borrower  comes  to  Kansas  City  he  finds  the 
city  banks  just  as  much  loaned  up  as  was  his  local  bank,  and  very 
few  of  the  city  banks  are  taking  on  borrowing  accounts  now,  and 
especially  not  from  parties  that  would  not  be  customers  and  who 
had  had  no  business  relations  with  them  before.  I  have  no  doubt, 
Mr.  Chairman,  that  many  of  the  larger  borrowers  in  the  cattle  busi- 
ness are  finding  it  rather  difficult  to  refinance  themselves,  and  that 
was  the  very  purpose  of  the  $50,000,000  crfttle  pool.  It  is  now  avail- 
able to  anybody  who  will  furnish  the  collateral  and  make  the  proper 
showing. 

The  Chairman.  When  you  say  "anybody"  you  mean  any  bank? 

Mr.  Miller.  Well,  anybody  through  their  local  bank.  They  must 
have  the  assistance  of  the  bank  or  a  cattle  loan  company.  Any  cattle 
loan  company  can  get  relief,  or  any  commission  house  that  has  loans 
can  get  relief. 

Bepresentative  Ten  Etck.  Where  do  they  get  that  relief  from  ? 

Mr.  Miller.  From  what  is  known  as  the  cattle  pool.  It  is  a  pool 
made  up  among  the  bankers  of  the  country,  of  which  New  York  has 
contributed  one-half.  It  is  a  $50,000,000  pool,  is  now  being  admin- 
istered in  Chicago,  and  is  loaning  more  or  less — I  do  not  know  just 
how  it  is— but  certainly  I  know  thev  have  loaned  $6,000,000  or  $8,000.- 
000.  It  just  so  happens  that  L.  M.  McClure,  one  of  our  directors 
of  the  Kansas  City  Federal  reserve  bank  is  president  of  the  corpora- 
tion which  was  formed  to  administer  that  pool.     They  are  lending 
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money  to  all  parts  of  the  country ;  they  are  not  confined  to  any  dis- 
trict, and  are  listening  to  all  comers.  I  know  they  are  lending 
money  in  Oregon,  and  I  know  thev  are  lending  money  in  Texas,  and 
I  believe  they  nave  made  loans  in  t)\e  States  of  Ohio  and  Illinois.  So 
that  fund  is  available  to  anyone  who — or  rather,  to  any  bank  that  is 
carrying  loans  on  cattle  or  wish  to  do  so. 

The  Chairman.  That  money  would  pass  through  the  regular 
channels  of  the  banks,  and  if  those  banks  were  already  extended, 
they  would  not  be  in  position  to  take  much  of  it,  would  they? 

IVIr.  Miller.  Well,  in  most  cases  those  loans  are  outstanding  any- 
way. Very,  very  few  of  them — I  have  no  knowledge  of  any  cattle- 
man that  wishes  to  carry  through  his  herds  that  has  not  already 
borrowed  on  those  cattle.  And  that  loan  already  being  in  a  bank, 
or  with  a  cattle  loan  company,  is  i>erfectly  eligible  to  be  presented  to 
the  $50,000,000  pool,  and  if  it  measures  up  to  requirements,  it  will 
be  accepted. 

The  Chairman.  Does  that  have  to  be  done  with  the  member 
bank's  indorsement? 

Mr.  Miller.  They  do  not  pay  any  attention  to  the  member  banks. 
It  is  any  bank. 

The  Chairman.*!  mean  any  bank? 

Mr.  Miller.  They  do  just  as  they  please.  Every  case  stands  on 
its  own  merits. 

The  Chairman.  That  is  to  say,  if  a  cattleman  has  a  loan  with  a 
bank  in  Kansas,  the  pool  will  take  over  that  loan  without  the  bank's 
indorsement  ? 

Mr.  Miller.  Well,  if  they  take  it  from  the  bank,  thev  would  re- 
quire the  bank's  indorsement :  however,  it  is  not  absolutely  necessary 
that  the  loan  should  come  to  the  pool  through  a  bank.  It  may  come 
through  a  commission  firm  or  a  cattle  loan  company  of  good  standing. 

Bepresentative  Ten  Eyck.  If  a  large  cattleman  wanted  to  get  a 
loan  now,  would  he  be  able  to  obtain  a  loan  from  this  pool  ? 

Mr.  MnxER.  Not  directly.  He. would  have  to  go  through  either 
a  cattle  loan  company,  a  commission  house,  or  a  bank.  They  adopted 
that  method  for  the  reason  that  this  pool  desired  to  make  the  greatest 
amount  of  loans  in  the  quickest  time,  and  having  no  organization  to 
go  out  and  inspect  here,  tliere,  and  everywhere,  they  thought  if  they 
relieved  the  banks,  cattle  loan  companies  and  commission  concerns  of 
loans  which  they  were  carrying,  they,  in  turn — those  banks,  cattle- 
loan  companies,  and  commission  concerns — could  give  further  aid. 
using  their  own  organization. 

Representative  Ten  Eyck.  Are  those  commission  men  now  mak- 
ing loans  on  cattle? 

Mr.  Miller.  Yes,  sir ;  no  one  in  our  district,  so  far  as  I  have  heard, 
has  any  trouble  at  all  to  get  money  with  which  to  buy  cattle  to  feed 
out,  and  not  to  run  beyond  the  six-month  period,  because  those  note^ 
are  eligible  at  the  Federal  reserve  bank,  and  we  have  now  available 
some  $60,000,000  or  $70,000,000  just  waiting  for  the  member  banks 
to  present  eligible  paper ;  and  there  is  no  paper  presented  at  our  office 
that  has  a  more  liberal  and  generoug  consideration  than  cattle  paper. 

Representative  Ten  Eyck.  Does  your  reserve  bank  discount  for 
farmers  on  farm  products  owned  by  the  farmers  and  held  by  them 
on  the  farms? 
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Mr.  Miller.  Well,  we  would  never  know  that,  because  the  note 
would  be  made  to  the  local  bank  and  we  would  take  it  from  the 
local  bank.  But  we  do  not  know  whether  the  farmer  has  his  products 
on  his  hands  or  not. 

Representative  Ten  Etck.  In  other  words,  you  do  not  discrimi- 
nate between  paper  on  products  that  are  actually  owned  by  the 
farmer  and  held  by  him  and  agricultural  paper  which  covers  farm 
products  which  are  in  the  regular  course  of  marketing? 

Mr.  Miller.  No,  sir;  the  notes  seldom  reveal  the  situation,  and 
we  discount  notes  of  farmers,  either  on  the  security  that  is  attached — 
that  is,  generally  a  mortgage  on  live  stock,  horses,  mules,  and  cattle — 
or  on  the  financial  statements  of  the  makers. 

Representative  Ten  Eyck.  If  a  farmer  had  1,000  bushels  of  wheat 
which  he  owned  and  was  holding  it  in  his  own  granary,  the  meml^er 
bank  will  loan  on  it? 

Mr.  Miller.  Well,  that  depends;  some  will  and  some  will  not. 
But  we  do  not  inquire. 

Representative  Ten  Etck.  You  do  not  inquire? 

Mr.  Miller.  No,  sir;  we  do  not  exercise  any  authority  over  how 
a  member  bank  loans  its  money.  But  when  a  note  is  presented  to 
us  the  showing  is  made  that  that  borrower  is  entitled  to  that  much 
credit,  and  if  the  showing  is  made  we  discount  the  note.  We  do  not 
know  whether  the  farmer  has  wheat  on  his  hands  or  not.  We  per- 
mit the  banker  to  make  a  statement  as  to  the  financial  worth  of  a 
farmer  when  presenting  notes  up  to  $500.  Above  $500  we  require 
a  financial  statement.  If  the  financial  statement  is  satisfactory  we 
take  the  note  and  do  not  inquire  beyond  that. 

The  Chairman.  Well,  is  that  requirement  of  a  financial  state- 
ment on  the  part  of  the  farmer,  where  a  loan  is  asked  for  of  more 
than  $500,  one  that  is  practically  prohibitive  of  loans  ? 

Mr.  Miller.  No,  sir ;  you  woula  be  surprised  when  I  tell  you  that 
we  reject  on  account  of  insufficient  security  or  insolvency  less  than 
2  per  cent  of  the  notes  sent  us  by  country  banks. 

The  Chairman.  What  I  am  getting  at  is  this:  The  average  coun- 
try farmer,  I  imagine,  does  not  keep  his  books  in  such  shape  that  he 
can  make  a  satisfactory  financial  statement. 

Mr.  Miller.  Well,  they  do  not  make  them  from  books.  •They 
make  it  to  their  banker,  and  he  puts  it  in  shape  some  way  or  other. 

The  Chairman.  Do  you  think:  many  of  the  country  banks  in 
loaning  to  the  farmers  require  them  to  make  financial  statements? 

Mr.  MiixER.  A  great  many  of  them  are  doing  that  now,  and  the 
custom  is  growing.  I  can  see  no  reason  why  they  should  not  do  it. 
It  verj'  frequently  has  some  good  influence  on  the  farmer  himself  to 
do  that,  as  it  has  upon  all  of  us  when  we  make  statements  occasionally. 

Senator  Capper.  During  the  period  of  tight  money  last  fall,  Mr. 
Miller,  did  the  board  out  in  your  district  send  out  an  order  to  the 
member  banks  to  require  farmers  to  give  a  financial  statement? 

Mr.  Miliar.  No,  sir ;  we  did  not ;  we  sent  out  no  such  instructions 
at  all  during  the  period  of  1920.  We  permitted  member  banks  to 
send  us  notes  of  farmers  without  statements  up  to  $1,000  until  very 
recently — ^this  year,  I  believe ;  nor  did  we  ever  ask  any  member  bank 
to  curtail  its  loans  to  farmers  or  stockmen.  We  leave  that  matter 
entirely  with  them.    We  have  no  supervision  over  the  detail  manage- 
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ment  of  any  bank,  and  we  never  suggest.    That  is  a  matter  for  them 
to  decide  for  themselves. 

The  Chairman.  The  suggestion  has  frequently  been  made  here  that 
the  requirement  of  a  financial  statement  in  every  case  where  the 
paper  presented  for  rediscount  on  the  part  of  one  borrower  was  in  an 
amount  in  excess  of  $500,  practically  eliminated  from  the  rediscount 
privilege  the  farmer  paper. 

Mr.  MiiXER.  Well,  that  is  not  the  case,  Mr.  Chairman,  as  shown  by 
our  records.  Our  country  member  banks  have  no  diflBculty  at  all  in 
borrowing  all  their  basic  line,  and  two  or  three  times,  or  lour  times 
their  basic  line,  on  just  such  paper;  and  there  is  no  complaint  like 
that  from  the  member  banks.  It  is  only  a  sound  business  policy  to 
know  that  the  paper  which  we  discount  and  put  up  as  security  for 
the  Federal  reserve  notes — the  circulating  meaium  of  this  country- 
it  is  only  a  sound  principle  that  we  should  at  least  have  some  reason- 
able evidence  that  those  notes  are  solvent.  Otherwise  the  currency  of 
the  country  would  be  depreciated  just  to  the  extent  these  notes  were 
insolvent. 

The  Chairman.  There  is  another  matter  which,  I  think,  has  been 
the  subject  of  some  criticism  of  the  Federal  reserve  bank  in  Kansas 
City.  I  do  not  know  that  I  have  it  sufficiently  clear  in  my  mind  so 
that  I  can  state  it  even.  But  as  I  recall  it,  it  related  directly  to  the 
marketing  of  the  wool  crop  of  last  year. 

Mr.  Miller.  Yes. 

The  Chairman.  It  being  claimed,  I  think,  that  a  ruling  of  the  di- 
rectors of  the  Federal  reserve  bank  of  Kansas  City  was  made,  the 
effect  of  which  was  to  reduce  rediscounts  of  paper  secured  on  wool, 
except  where  that  wool  was  actually  in  transit. 

Mr.  Miller.  Xo;  the  determination  of  our  executive  committee 
was  that  we  would  loan  on  wool  either  on  the  bills  of  lading,  or  on 
warehouse  receipts.  The  complnint  was  not  relative  to  where  the 
wool  was,  but  on  the  amount  that  we  would  advance  against  the  wool. 
N"ow.  I  understand  that  complaint 

The  Chairman  (interposing).  I  understand  that  this  is  what  the 
complaint  was  about:  They  tell  me  that  in  the  ordinary  processes  of 
gathering  wool  and  getting  it  to  market  there  is  quite  a  long  period 
of  time.  Many  of  these  wool  people  are  at  long  distances  irom  the 
market.  There  is  quite  a  period  elapses  after  the  wool  is  sheared 
from  the  sheep,  and  before  it  reaches  a  warehouse  where  a  receipt  enn 
be  given  for  it;  and  that  the  Federal  reserve  bank  refused  to  dis- 
count paper  based  on  that  wool  until  it  had  reached  that  point,  the 
effect  of  which  was  practically  to  prohibit  rediscounts  of  wool  paper. 

Mr.  Miixer.  Mr.  Chairman,  how  could  we  be  expected  to  dis- 
count paper  on  wool  before  it  was  concentrated  somewhere?  Now, 
certainly  not  on  the  ranches;  we  would  not  be  expected  to  con- 
centrate wool  on  the  ranches  where  there  is  no  insurance  available, 
and  where  there  are  no  warehouses  available,  except  probably  the 
bams.  But  our  proposition  was  that  where  the  wool  was  stored 
and  where  we  were  furnished  with  a  warehouse  receipt,  either  a 
local  warehouse  receipt,  or  bill  of  lading  for  it  in  transit,  or  a 
C^hicago  warehouse  receipt — we  offered  to  discount  on  those.  But 
advancing  to  a  woolgrower  where  the  wool  may' be  partly  on  the 
sheep's  back,  would  be  simply  commercial  paper,  which  we  dis- 
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counted  by  the  millions  without  any  wool  behind  it,  just  as  other 
commercial  paper.  We  did  not  require  wool.  But  when  we  are 
asked  at  any  time  to  advance  on  wool,  I  think  you  would  all  agree 
that  the  wool  should  be  somewhere  in  evidence,  or  where  the  owner- 
ship of  it  could  be  exercised,  because  that  would  be  essential  to  the 
transaction. 

I  did  not  hear  just  what  vou  said.  I  had  not  heard  of  the  com- 
plaint mentioned  by  you.  \Ve  did  hear  that  our  oflFer  to  advance 
15  cents  a  pound  on  wool  was  so  much  less  than  the  woolgrowers 
expected  to  get  for  their  wool  that  there  was  a  great  complaint  about 
that.  But  after  one  year  of  holding,  the  same  wool,  we  understand, 
sold  for  16  cents. 

The  Chairman.  I  don't  know  whether  there  was  such  a  furor  in 
Kansas  City,  but  there  was  a  good  deal  of  furor  down  here.  I 
think  there  were  delegations  who  went  to  the  Federal  Reserve  Board 
and  complained  there  about  it.  I  assume  that  those  complaints 
reached  the  governor  and  directors  of  the  Federal  reserve  bank  at 
Kansas  City. 

Mr.  Miller.  We  had  them  all,  but,  Mr.  Chairman,  you  can  see 
how  the  complaint  as  stated  by  me  can  not  be  a  fair  one,  if  the 
wool  had  not  even  arrived  in  the  local  town  where  it  was  iSrst  con- 
centrated. Now,  we  offered  to  take  the  warehouse  receipt  of  that,  or 
bill  of  lading  in  transit,  or  the  Chicago  warehouse  receipt.  It 
seems  they  ship  all  the  wool  from  the  Northwest  to  Chicago.  Now, 
before  it  arrived  at  the  station  of  one  of  the  towns,  there  is  no 
way  to  pledge  it.  They  could  not  insure  it,  and  they  could  not 
^iye  a  warehouse  receipt,  because  there  are  no  warehouses  and  no 
warehousemen.  They  could  not  give  a  mortgage  on  it  because  it 
was  probably  already  mortjraged.  You  see  how  unfair  that  criti- 
cism would  be  to  any  institution  that  was  lending  on  collateral; 
the  collateral  ought  certainly  to  be  placed  where  ownership  could 
be  exercised  in  case  of  need. 

Senator  Capper.  Mr.  Miller,  have  you  reached  any  conclusion  as 
to  a  need  for  a  more  adequate  rural  credit  system,  or  intermediate 
credit  system,  whereby  the  farmer  and  stockman  could  borrow  from 
one  to  two  years,  or  longer,  if  necessary? 

Mr.  Miij^R.  Yes :  I  have  thought  about  that  a  great  deal,  Senator 
Capper.  I  know  the  farmer  and  stockman  needs  additional  facili- 
ties, which  the  Federal  reserve  bank  could  not  possibly  give,  unless 
we  depart  from  the  purposes  for  which  the  Federal  reserve  bank 
was  created,  and  that  is  short-time  credits  to  move  commerce. 

But  I  think  there  ought  to  be  some  amendment  to — not  the  Fed- 
eral reserve  act,  but  the  Federal  farm  loan  act,  which  would  give  the 
the  Federal  farm  loan  banks  authority  to  make  loans  that  would 
necessarily  have  to  run  nine  months  and  longer.  The  Federal 
farm  loan  banks  are  in  touch  with  the  farmer  and  live-stock  men. 
It  would  be  right  in  line  with  their  present  functions,  and  it  has 
occurred  to  me — and  I  think  I  have  written  to  you — that  something 
like  that  ought  to  be  done.  Certain  it  is,  there  must  be  some  addi- 
tional legislation  to  rive  the  aid. 

Senator  Capper.  You  think  that  could  be  handled  to  greater  ad- 
vantage by  the  farm-loan  banks  rather  than  the  Federal  Reserve 
Board? 
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Mr.  Miller.  Yes ;  because  the  Federal  reserve  S3^tein,  as  I  under- 
stand it,  was  created  to  handle  moving  commerce  and  to  furnish 
seasonal  demands  and  not  loans  that  run  over  a  period  of  six  months. 

The  Federal  reserve  system  can  handle.  Senator  Capper,  every 
loan  against  cattle  in  the^  feed  lot  in  our  district.  It  is  the  hi^hei 
class  of  paper.  It  is  the  acme  of  eligible  paper.  And  it  is  given  the 
most  favorable  and  liberal  consideration  by  our  executive  committee. 
We  do  not  have  to  reject  one  offer  in  50  of  that  kind  of  paper.  But 
you  and  I  know  that  there  are  many  cattle  producers  that  need 
loans,  not  for  nine  months  but  for  two  years.  That  is  the  kind  of 
loan  the  Federal  farm-loan  bank  ought  to  make.  They  are  in  touch 
with  the  farmer;  probably  have  a  mortgage  on  some  of  his  land  or 
might  have.  Their  organizations  can  be  increased  to  that  point 
where  that  class  of  business  can  be  taken  care  of  and  not  mixed  up 
with  the  current  movement  of  commercial  business. 

Senator  Capper.  You  would  have  those  loans  made  by  the  local 
banks,  of  course  ? 

Mr.  Miller.  Oh,  yes — well,  that  would  depend  upon  just  what 
amendment  there  is.  But  I  don't  think  an  amendment  to  the  Fed- 
eral farm  loan  act  should  make  the  same  requirement  under  which 
the  cattle  pool  is  being  conducted.  I  think  the  Federal  farm-loan 
bank  ought  to  be  able  to  deal  directly  with  the  stock  grower  or  the 
farmer,  because  otherwise  the  same  situation  would  occur  with  which 
we  are  now  confronted.  The  Federal  reserve  banks  can  not  make  a 
loan,  however  good,  to  an  individual ;  that  individual  must  go  to 
some  member  bank.  So  with  $75,000,000  of  lending  power  in  our 
bank  to-day  and  with  a  great  many  borrowers  wanting  help,  we  are 
powerless  to  aid  until  a  loan  gets  into  the  hands  of  the  member 
bank  and  is  offered  by  it  for  rediscount. 

I  would  not  encumber  the  proposed  amendment  with  such  a  con- 
dition. I  would  permit  the  Federal  farm-loan  banks  to  exercise 
their  discretion  in  making  direct  loans,  just  as  such  banks  now  de- 
termine the  advisability  of  makine  loans  on  land.  Their  organiza- 
tions are  just  as  capable,  and  probably  more  so,  than  many  of  the 
commercial  banks  making  loans.  I  favor  that.  I  hope  that  will 
come  about.  It  will  not  only  give  the  farmer  and  stock  raiser  the 
long-time  credit,  they  must  have,  but  it  will  relieve  the  Federal 
reserve  banks  from  the  unfair  criticism  to  which  they  are  frequently 
subjected. 

The  Chairman.  Are  you  a  farmer,  Mr.  Miller? 

Mr.  Miller.  Yes;  I  am  a  farmer.  I  have  more  than  25.000  acres 
of  land  in  cultivation  and  40,000  acres  that  is  given  to  stock  raisin<r- 
So  when  it  comes  to  farming  and  stock  raising  you  may  know  that 
I  am  in  the  fullest  sympathy  with  those  industries,  know  their  needs, 
and  would  like  to  see  anytHing  done  for  them  that  could  reasonably 
be  done. 

Senator  Capper.  Do  you  see  any  brighter  prospects  ahead  for 
agricultural  industry  and  stock  raising? 

Mr.  Miller.  Well'.  I  don't  know.  Senator  Capper.  It  looks  like  a 
brighter  prospect  would  not  be  so  much  in  advanced  prices  as  re- 
duced cost  of  production. 

Representative  Ten  Eyck.  You  don't  think  that  the  farmer  would 
feel  that  if  he  was  called  ui^on  to  go  to  the  Federal  farm  land  bank 
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to  secure  his  intermediate  loan  of  nine  months  or  a  year,  and  at 
the  same  time  was  required  to  make  his  deposits  in  a  national  bank, 
that  he  was  being  discriminated  against  in  not  being  permitted  to 
borrow  on  his  deposits  on  the  turnover  of  his  production  from  the 
national  bank  which  held  his  deposits  ? 

Mr.  Miller.  Well,  why  would  a  national  bank  refuse  to  make  a 
seasonal  loan  in  proportion  to  his  value  to  that  bank  as  a  customer? 

Representative  Ten  Eyck.  Of  course  the  question  is  the  extension 
of  a  short-time  loan  from  90  days  to  9  months. 

Mr.  Miller.  I  am  going  on  the  assumption  that  the  farmer  and 
stock  raiser  will  boiTOw  from  the  land  bank  the  average  amount  of 
money  that  he  will  need  for  this  length  of  time,  but  at  the  same  time 
that  farmer  or  stock  raiser  will  have  relations  with  his  local  bank, 
whether  it  is  a  State  bank  or  national  bank,  and  that  State  bank  or 
national  bank  would  certainly  afford  him  accommodations  com- 
mensurate with  his  balances  and  his  solvency. 

Representative  Ten  Eyck.  And  will  likely  be  more  liable  to  give 
him  more  credit  if  he  wants  it  than  the  other  bank? 

Mr.  Miller.  No;  not  conflicting.  He  would  get  from  the  land 
bank  the  long-time  money  required  and  from  the  local  bank  the 
seasonal  money  that  he  would  need ;  the  harvest  money,  the  feeding- 
time  money,  etc. 

The  Chairman.  I  understand,  Gov.  Miller,  there  has  been  some 
criticism  of  the  Kansas  City  Federal  Reserve  Bank  as  to  their  policy 
with  respect  to  oil  paper. 

Mr.  Miller.  Yes.  We  take  millions  of  dollars  of  oil  paper  in  all 
of  its  phases.  The  paper  which  we  have  not  been  able  to  takle  is 
notes  tne  proceeds  of  which  are  to  be  used  for  drilling  oil  wells. 
In  accordance  with  the  Federal  Reserve  Board's  ruling,  notes,  the 
proceeds  of  which  have  been,  or  are  to  be,  used  for  the  drilling  of  oil 
wells  or  making  any  other  permanent  improvement,  even  on  proven 
territory,  are  deemed  ineligible.    So  the 

The  Chairman  (interposing).  Is  that  by  the  regulation  of  the 
Kansas  City  Federal  Reserve  Bank  or  the  regulation  of  the  Federal 
Reserve  Board? 

Mr.  Miller.  That  is  a  regulation  of  the  Federal  Reserve  Board; 
we  are  simply  carrying  out  that  regulation. 

Now,  some  days  ago  we  had  an  application  from  the  oil  interests 
of  Oklahoma  to  momfy  our  method  of  determining  the  liquidity  of 
a  financial  statement  of  oil  producers.  In  the  past  we  have  not  re: 
garded  a  well  even  with  a  settled  production  as  a  "  liquid  asset,"  but 
instead  have  regarded  it  as  a  "  fixed  asset."  The  oil  interests  thought 
that  where  a  well  was  flowing,  say,  100  barrels  a  day,  we  should 
regard  it  as  a  "liquid  asset"  equal  to  the  value  of  the  well,  say, 
$100,000.  Under  our  interpretation  of  the  act  an  oil  well  is  a  fixed 
property,  property  of  a  permanent  nature,  and  not  a  liquid  com- 
modity. Biit  we  finally  agreed  to  add  to  the  liquid  assets  of  the  party 
making  the  statement  the  reasonable  value  of  what  90  days'  produc- 
tion would  amount  to.  Instead  of  adding  the  whole  value  of  the 
well,  say,  $100,000,  we  added  $9,000.  That  would  be  the  "  oil  run,"  as 
thev  call  it,  for  90  days. 

We  thought  that  was  liberal,  because,  Mr.  Chairman,  the  settled 
production  of  an  oil  well  is  no  better,  certainly,  than  the  blocked-out 
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coal  in  a  coal  mine,  because  you  can.  at  any  time,  get  out  the  coal.  We 
would  not  consider  the  production  of  a  coal  mine  for  90  days  as  a 
liquid  asset.  We  would  add  it  to  the  statement  of  the  bon-ower  as 
property,  and  let  it  go  for  solvency,  but  not  liquidit^^ 

Now,  the  oil  men  are  in  Washing^ton  to-day  to  discuss  the  oil  situa- 
tion with  the  Federal  Reserve  Board.  Another  point  that  the  oil 
people  desired  was  that  we  should  allow  their  "  stores  and  supplies '" 
to  be  regarded  as  "  liquid,"  instead  of  "  fixed  assets."  You  know 
every  oil  producer  has  on  the  inventory  of  his  assets  ''  stores  and  sup- 
plies." That  would  include  second-hand  ropes,  bull  wheels,  tanks. 
machinery  of  various  kinds,  and  cables;  some  new  casings,  couplings, 
and  fixtures  bought,  not  for  resale,  but  for  planting  in  wells.  We 
have  always  regarded  these  as  "fixed  assets"  and  not  as  "liquid 
assets,"  because  the  producers  would  not  sell  their  supplies,  and 
probably  could  not  do  so  to  pay  a  note.  We  have  allowed  the  full 
value  01  these  assets  in  their  statements,  but  in  considering  state- 
ments for  liquidity,  we  expect  them  to  show  a  fair  proportion  of 
quick  assets  compared  with  current  liabilities. 

The  application  referred  to  has  been  before  us  for  about  a  month  or 
six  weeks;  prior  to  that  no  suggestion  or  complaint  had  ever  been 
made,  except  in  respect  to  notes,  the  proceeds  of  which  go  for  drilling. 
So  we  agreed,  upon  being  furnished  an  authoritative  statement,  to 
regard  60  per  cent  of  the  value  of  new  merchandise,  casings,  fittings, 
etc.,  as  "  liquid  assets  "  where  necessary  to  make  a  producer'^s  state- 
ment appear  liquid. 

On  the  third  proposal,  in  respect  to  drilling,  we  referred  them  to 
the  Federal  Reserve  Board,  and  the  oil  representatives  are  having 
a  meeting  with  the  board  to-day. 

I  believe,  with  your  permission,  I  will  read  you  the  letter  which  our 
executive  committee  wrote  to  the  committee  representing  the  oil  in- 
terests; that  is,  the  committee  representing  the  banks  making  a 
specialty  of  oil  loans  [reading]  : 

Fkdkral  Reskrvk  Bank  of  Kansas  City. 

Auatist  19,  1921. 
Messrs.  H.  H.  Rogers,  Rout.  P.  Brewer,  F.  W.  Bryant, 

Commiitee. 
Gentlemen  :  Since  the  conference  held  July  23 — 

That  is  the  first  time  they  ever  appealed  to  us  or  applied  to  us  in 
this  matter.     [Continuing  reading:] 

Gentlemen:  Since  tlie  conference  held  July  23  and  August  5  with  our  execu- 
tive coiumittee  by  you  as  representatives  of  member  banks  locatetl  in  the  oil- 
producing  territory  of  our  district,  specializing  in  oil  paper,  consideration  has 
been  given  to  your  reciuest  for  a  modification  in  our  present  method  of  analjTting 
financial  statements  in  resi)ect  to  determining  the  amounts  of  quick  and  fixetl 
assets,  etc. 

You  are  advLsed  that  our  executive  committee  has  decided  to  accefle  to  your 
proi)osal  No.  1,  that,  when  considering  tlie  financial  statement  pf  an  oU  pro- 
ducer whose  note  is  offered  for  discount,  a  fair  aud  I'easonable  valuation  of  90 
days  settled  production  will  be  considered  as  quick  or  liquid  assets;  wheivas  it 
has  heretofore  been  our  practice  to  classify  Such  as  fixed  a.ssets.  It  will  be 
necessary,  however,  for  member  banks  ofl:'ering  notes  of  an  oil  producer  wh<*!«e 
statement  to  be  liquid  requires  his  settled  production  to  be  taken  into  considera- 
tion;  to  have  attached  banks'  written  statement  certifying  as  to  the  amount  of 
settled  production  with  whlcli  the  liquid  assets  of  the  borrower  should  l>e 
credited. 

In  regard  to  your  proposal  No.  2.  that  a  reasomible  valuatiim  of  the  item 
"  stocks,  stores,"  or  **  inventory  "  api>earing  on  a  financial  statement,  repre- 
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senting  supplies  and  material  on  hand,  be  regarded  as  quick  or  liquid  assets, 
whereas  it  has  lieretofore  been  our  pract.ce  to  clas.sify  such  as  fixed  assets,  our 
executive  committee  has  decided  that  when  examining  statements  of  an  oil 
producer  for  liquidity  it  wUl  classify  60  per  cent  of  the  reasonable  value  of 
new  material  and  supplies  (excepting  machinery)  on  hand  as  quick  or  liquid 
assets.  It  will  be  necessary,  however,  that  authoritative  information  accom- 
imny  statements,  setting  out  the  quantity,  character,  and  value  of  such  new  ma- 
terial and  supplies. 

The  third  proposal  of  your  committee,  that  the  Federal  Reserve  Board  should 
rescind  its  ruling  determining  as  ineligible  a  note  of  an  oil  producer,  the  pro- 
ceeds of  w^hich  are  used  for  drilling  wells  or  for  making  permanent  improve- 
ments, is  a. question  upon  which  our  executive  connnittee  or  our  directors  can 
not  pass,  but  is  a  quest  .on  which  can  only  be  determlne<l  by  the  Federal  Reserve 
Board  at  Washington. 
Yours,  very  truly, 

Miller, 
Ramsay. 
Fleming, 
Executive  Committee. 

And  they  are  here  to-day  for  the  purpose  of  having  a  hearing,  be- 
ginning at  10  o'clock  this  morning.    . 

The  Chairman.  Now,  I  understand  that  the  basis  of  their  com- 
plaint, in  a  general  way,  is  that  the  policy  of  the  Dallas  bank  is  much 
more  liberal  than  the  policy  of  the  Kansas  City  bank. 

Mr.  Miller.  That  is  not  the  case.  The  ffovemor  of  the  Federal  re- 
serve bank  at  Dallas  was  in  our  office  only  a  few  days  ago.  I  have 
among  these  papers  a  letter  addressed  by  the  Federal  Reserve  Board 
to  the  Dallas  bank,  setting  out  what  is  and  what  is  not  eligible.  Our 
practice  has  been  in  accordance  with  the  terms  of  the  Dallas  letter. 
The  policy  of  the  Dallas  bauk  is  no  more  liberal  than  oui-s.  And 
furthermore,  Mr.  Chairman,  some  of  the  banks  making  a  specialty 
of  oil  paper  seem  to  have  little  or  no  trouble  to  furnish  the  paper 
necessary  to  borrow  their  basic  lines,  and  occasionallv  several  times 
their  basic  lines.  As  to  the  oil  producer :  Some  have  tneir  troubles  in 
petting  their  loans  into  the  member  banks.  Much  of  the  criticism, 
too,  of  the  system,  and  of  the  Federal  reserve  banks,  come  from  in- 
dividuals with  whom  the  Federal  reserve  banks  could  have  no  direct 
transactions.  And  doubtless,  some  of  the  member  banks,  not  desir- 
ing  to  take  on  the  credit  which  is  offered,  probably  say  to  their 
customers  that  the  Federal  reserve  bank  does  this,  or  does  that,  or 
something  else. 

The  Chairman.  I  presume  they  give  as  a  reason  for  declining  to 
take  some  of  this  oil  paper,  that  under  the  ruling  of  the  Federal 
Reserve  Board,  and  the  Federal  reserve  banks,  the  paper  is  not 
eligible  for  rediscount.  Now,  from  their  point  of  view  it  does  not 
make  any  difference  whether  the  bank  has  sufficient  of  every  kind  of 
collateral  to  cover  their  loan  or  not. 

Mr.  Miller.  No.  But,  Mr.  Chairman,  we  never  have  less  than 
$4,000,000,  and  at  times  have  had  $10,000,000  of  oil  paper  in  all  of  its 
phases.  So  we  give  to  the  oil  interests  a  very  liberal  line,  compared 
with  others.  " 

Senator  Capper.  During  this  period  of  depression  has  there  been 
any  undue  request  for  credit  among  the  oil  people? 

Mr.  Miller.  No,  sir;  we  do  not  regard  it  so.  But,  Senator,  with  oil 
at  $1  a  barrel,  as  compared  with  $4  a  barrel,  one-fourth  of  the 
amount  carries  the  same  number  of  barrels  of  oil.    We  figured  up  the 
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other  day  and  found  we  had  over  $4,000,000  of  oil  loans,  which  would 
represent  the  value  of  over  4,000,000  barrels  of  oil  if  considered  in 
terms  of  barrels,  while  last  summer  it  would  have  taken  $16,000,000 
to  have  carried  the  same  amount  of  oil,  as  oil  was  about  $4  a  barrel 
then.  We  have  not  noticed  any  particular  increase  as  to  the  number 
of  borrowers. 

Senator  Capper.  Is  oil  paper  as  desirable  as  agricultural  paper? 

Mr.  Miller.  Well,  oil  men  frequently  tell  us  that  "  we  can  live 
without  wheat,  and  can  live  without  meat,  but  can  not  inin  our  auto- 
mobiles without  gasoline."  I  would  riot  say  that.  My  preference, 
of  course,  is  agricultural  paper,  because  it  is  in  smaller  pieces 
and  generally  has  behind  it  those  dependent  on  making  a  living  out 
of  the  success  of  the  farm,  and  has  to  do  with  the  production  of  those 
commodities  which  sustain  life. 

Senator  Capper.  Does  oil  paper  carry  a  higher  rate  ? 

Mr.  Miller.  No,  sir;  all  paper  carries  the  same  rate. 

The  Chairman.  Have  you  anything  further,  Senator  Capper? 

Senator  Capper.  No,  sir. 

The  Chairman.  Have  you  anything  further  you  would  like  to  siy 
to  the  commission,  Mr.  Miller? 

Mr.  Miller.  No,  sir ;  nothing  at  all. 

The  Chairman.  We  are  very  much  obliged  to  you  for  your  state- 
ment, and  if  you  wish  to  do  so  we  would  like  to  have  you  insert  in 
the  record  so  much  of  the  material  that  you  have  brought  with  you 
as  you  think  would  be  useful  to  us  in  checking  up  the  situation  and 
in  arriving  at  a  conclusion. 

Mr.  Miller.  Mr.  Chairman,  with  yovrr  permission  I  will  insert  in 
the  record  a  resolution  from  the  member  banks  at  Oklahoma  City, 
Okla.,  under  date  of  April  20,  1921. 

Also  a  resolution  of  the  Kansas  City,  Mo.,  and  Kansas  City,  Kans.. 
member  banks,  under  date  of  June  4,  1921 ;  also  a  resolution  adopted 
at  a  meeting  of  the  Lincoln  and  Omaha  bankers,  at  Omaha,  on  April 
23,  1921. 

Also  resolution  adopted  at  a  meeting  of  the  Wichita  banks,  mem- 
bers of  the  Federal  reserve  system,  on  April  29, 1921. 

Also  a  resolution  adopted  at  a  joint  meeting  of  the  Tulsa,  Okla., 
and  Muskogee,  Okla.,  banks,  members  of  the  Federal  reserve  system, 
under  date  of  May  17, 1921. 

Also  a  comparison  of  the  progressive  rates  with  the  7  per  cent  flat 
rate. 

Also  a  chart  showing  the  absorption  of  credit  of  1920. 

Also  a  chart  showing  the  distribution  of  credit  for  1920. . 

Also  a  chart  showing  the  application  of  the  progressive  rate. 

Also  a  chart  showing  the  average  rates  of  discount,  1920-21. 

Also  a  chart  showing  the  rates  paid  by  Kansas  City  member  banks, 
January  to  May,  1921. 

Also  a  memorandum  showing  the  total  gross  deposits  and  total 
loans  and  discounts  of  banks  in  the  tenth  Federal  reserve  district  as 
disclosed  by  their  reports  of  conditions  June  30,  1921. 

The  Chairman.  Without  objection  the  papers  referred  to  will  be 
inserted  in  the  record. 
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(The  papers  referred  to  are  here  printed  in  full,  as  follows:) 

Oklahoma  City,  Okla.,  AprU  20,  1921. 
The  Boabd  of  Directors, 

Federal  Reserve  Bank  of  Kansas  City: 

The  undei-signed  member  banks  of  Oklahoma  City,  learn!njr  that  the  question 
of  rates  of  discount  wUI  come  up  for  discussion  by  your  l)Ortixl  at  an  early  date 
and  that  there  has  been  some  intimation  that  a  flat  rate  of  7  per  cent  might 
be  adopted,  hereby  protest  against  the  abandonment  of  the  progressive  rate 
discount  plan,  bel  eving  it  to  be  sound  and  that  for  a  vast  majority  of  mem- 
bers the  progressive  rate  Is  more  economical  or  less  expensive  than  would  be 
a  flat  rate  of  7  per  cent. 

Security  National  Bank,  by  Wm.  Saymour,  vice  president:  The  Tradesmens 
Xational  Bank,  Oklahoma  City.  Okla..  l>y  Frank  J.  WekofC,  president;  The 
American  National  Bank  of  Oklahcmia  City,  Okla.,  by  F.  P.  Johnson,  president; 
Farmers  National  Bank.  Oklahoma  City,  Okla..  by  D.  AV.  Hogan.  president; 
Libert>'  National  Bank,  by  Geo.  L.  Browning,  president;  Oklahoma  Stock  Yards 
Xational  Bank.  T.  P.  Martin,  Jr.,  president;  The  Southwest  National  Bank, 
Oklahoma  City,  Okla.,  by  L.  T.  Sarnmour.  president;  First  State  Bank,  F.  P. 
Finerty,  president;  First  National  Bank,  Oklahoma  City.  Okla.,  H.  M.  Johnson, 
president. 


BESOLl'TION     OF    KANSAS    CITY,     MO.,     AND     KANSAS    CTTY,     KAXS.,     MEMBER    BANKS 
AT  MEJrriNG   HELD  JUNE   4.    1921. 

At  a  meeting  of  the  member  banks  of  Kansas  City,  Mo.,  and  Kansas  City, 
Kans.,  held  to-day,  a  resolution  indorsing  the  soundness  of  the  principle  of 
the  progressive  rate  was  adopted  and  the  <lirectors  of  the  Federal  reserve  bank 
of  Kansas  C  ty  are  requested  to  continue  its  application  In  this  district,  with 
a  maximum  of  2  per  cent  over  the  normal  rate. 

The  Commercial  National  Bank  of  Kansas  City,  Kans.,  P.  W.  Weibel,  presi- 
dent: Commonwealth  National  Bank,  0.  M.  Smith,  chairman;  Columbia  Na- 
tional Bank,  Thornton  Cooke,  president ;  First  National  Bank  of  Kansas  City, 
Mo.,  by  H.  T.  Abernathy;  Commerce  Trust  Company,  by  W.  F.  Kemper,  chair- 
man of  board;  Confnental  National  Bank,  Kansas  City,  Mo.,  J.  F.  Meade^ 
president ;  Gate  City  Natlnal  Bank,  Kansas  City,  Mo.,  by  W.  B.  Plank,  presi- 
dent; Central  Exchange  National  Bank,  Kan.sas  (r.ty,  Mo.,  by  C.  R.  Burrell. 
president;  New  England  National  Bank,  by  J.  F.  Downing,  president;  Traders 
Xational  Bank,  by  J.  R.  Dominick,  president;  The  Midwest  Reserve  Trust 
Co.,  by  T.  F.  I^angheim.  president;  Drovers  Natonal  Bank,  by  H.  L.  Jarboe, 
president ;  Stockyards  National  Bank,  Chas.  E.  Waite,  president. 


RESOLUTION     ADOPTED     UNANIMOUSLY     BY     A     MEI-rTlNG     OF     LINCOLN     AND     OMAHA 
BANKERS    AT  *OMAHA,    APRIL   23,    1921. 

'*  Resolved,  That  the  undersigned  banks  of  Lincoln  and  Omaha,  members 
of  the  Federal  reserve  system,  express  their  preference  for  a  continuation  of 
the  progressive  rate  discount  plan  instead  of  a  flat  7  per  cent  rate,  believing 
the  progressive  rate  plan  is  sound,  and  we  therefore  protest  against  its  dis- 
continuance." 

First  Nationak  Bank,  Omaha,  by  F.  H.  Davies,  president;  Central 
National  Bank,  Lincoln,  P.  L.  Hall,  president;  United  States 
Nat'onal  Bank,  Omaha,  John  L.  Kennedy,  president;  National 
Bank  of  Commerce,  Lincoln,  Carl  We'.l,  vice  president;  Live 
Stock  National  Bank,  Omaha,  S.  M.  Ford,  president;  Corn  Ex- 
change National  Bank,  Omaha,  T.  R.  Cranning,  president;  Mer- 
chants National  Bank,  Omaha,  F.  P.  Hamilton,  president;  Stock 
Yards  National  Bank,  Omaha,  D.  O.  Hovey,  pres'dent;  First 
National  Bank,  Lincoln,  H.  S.  Freeman,  vice  president ;  Nebraska 
National  Bank,  Omaha.  F.  AV.  Clarke,  president;  Packers 
National  Bank.  Omaha,  J.  F.  Coad,  president;  Peters  National 
Bank,  Omaha,  by  M.  D.  Cameron,  president;  Omaha  National 
Bank,  Omaha,  by  AValter  W.  O'Hee.  president ;  City  National 
Bank,  IJncoln,  by  L.  B.  Howeye,  chairman. 
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That,  whereas,  our  attention  having  l>een  called  to  an  important  session  of 
the  clearing  house  associations  of  both  Omaha  and  Lincoln,  at  which  the 
governor  and  perhaps  other  officers  of  the  Federal  reserve  bank  of  Kansas 
City  are  to  be  present  for  the  purpose  of  considering  business  of  importance 
and  perhaps  the  changing  of  the  present  graduated  interest  rate  on  redis- 
counts to  a  flat  interest  rate  of  7  per  cent :  Therefore  be  it 

Resolved,  That  we  are  opposed  to  such  a  change  and  recommend  that  the 
graduated  rate  on  reiliscounts  be  not  discontinued  but  remain  as  at  present 


RESOLUTION  ADOPTED  UNANIMOX'STA'  AT  A  MEETING  APKIL  29,   1921,  OF  ALL  WICHITA 
BANKS,  MEMKEItS  OF  THE  FEDERAL  HESEH\'E  SYSTEM. 

Resolved,  That  the  undersigned  hanks  of  Wichita,  members  of  the  Federal 
reserve  system,  express  their  preference  for  a  continuation  of  the  progressive 
rate  discount  plan,  with  a  basic  rate  of  not  more  than  6  per  cent  instead  of  a 
flat  rate  of  7  per  cent.  AVe  believe  the  progressive  rate  is  sound,  and  we  are 
therefore  in  favor  of  the  progressive  rate  plan,  the  basic  rate  to  be  governed 
by  general  financial  conditions. 

Fourth  National  Bank,  by  Dan.  F.  Callahan,  president;  Southwest 
State  Bank,  by  S.  Naftzyer.  president;  State  Savings  &  Mer- 
cantile Bank,  by  Geo.  H.  Hamilton;  First  National  Bank  in 
Wichita,  by  C.  W.  Carey,  president;  Union  National  Bank,  by 
W.  B.  Harrison,  president;  Union  Stock  Yards  National  Bank, 
by  Ed.  L.  Hait,  jr. 


RESOLUTION   ADOPTED   AT   .lOTNT    MEFmNG   OF   Tl'LSA    AND    MUSKOGEE,    OKLA..    BANKS, 
WHICH  ABE  MEMBERS  OF  FEDERAL  RESERX^E  SYSTEM. 

At  a  joint  meeting  of  the  Muskogee  and  Tulsa  members  of  the  Federal  Resene 
Bank  of  Kansas  City,  held  at  Tulsa,  Okla.,  May  17, 1921,  the  following  resolution 
was  unanimously  adopted : 

Resolved,  That  the  progressive  discount  rate  plan,  as  applied  by  the  Federal 
Reserve  Bank  of  Kansas  City,  being  sound  in  principle  and  encouraging  a  better 
distribution  of  credit,  we,  tlie  member  banks  of  Muskogee  and  Tulsii,  Okla., 
protest  against  the  discontinuation  of  its  application  by  the  Federal  Resene 
Bank  of  Kansas  City,  regardless  of  normal  rate. 

The  First  National  Bank  of  Tulsa,  by  A.  W.  Hurley,  vice  president; 
the  Exchange  National  Bank,  Tulsa,  Okla.,  J.  W.  A.  East*)n,  vice 
president ;  the  Liberty  National  Bank,  Tulsa,  Okla.,  by  W.  h. 
Lewis;  Central  National  Bank,  Tulsa,  Okla.,  J.  W.  Biny,  vice 
president ;  National  Bank  of  Commerce,  by  J.  H.  McBlrney.  presi- 
dent ;  the  Exchange  National  Bank,  Muskogee,  Okla.,  by  M.  Board, 
president;  the  First  National  Bank  of  Muskogee,  H.  H.  Ogden, 
president;  the  Commercial  National  Bank,  Muskogee,  Okla.. 
E.  D.  Sweeney,  vice  president ;  !Mnskogee  National  Bank,  Musko- 
gee, Okla.,  L.  C.  Parmenter.  vice  president. 
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Application  of  progi'essirc  rate.  First  National  Rank,  Blank rillc,  Kans.,  Uwc 
line  for  July,  1921,  $100,000. 


Date. 


Total 
liabiUty. 


Julyl... 
July  2... 
July  3... 
July  4... 
July  5.. 
July  6... 
July  7... 
Julys... 
Julv9... 
July  29.. 
July  30.. 
July  31.. 


$05,000 
105,000 
105,000 
105,000 
150,000 
208,000 
275,000 
119,000 
80,000 
450,000 
324,000 
324,000 


6  per  cent. 


Total I    7,600,000 


$05,000 
100,000 
100,000 
100,000 
100,000 
100.000 
100,000 
100,000 
89,000 
100,000 
100,000 
100,OOQb 


2,245,000 


7  per  cent. 


$5,000 
5,000 
5,000 
50,000 
100.000 
100,000 
19,000 


100,000 
100.000 
100,000 


Sperceot. 


75,000 


250.000 

124;flOD 
124.000 


1,800,000        3,«5,0!» 


All  loans  secured  by  Government  issues  carried  at  nwrmal  or  6  per  cent  rate. 

Rates  paid  by  Kansas  City  member  banks,  Jmiuary  to  ifay,  1921. 


Exceeding  basic  lines.                               '     Normal  and  progressive  oombined. 
!  Within 

Month. 

At  nor- 
mal rates. 

At  super 
rates- 

$14,738,746 
8,513,461 
8,106,301 
5,805,781 
4  109  oil 

1  Aver- 
Total     1  age 
borrow-     rate 
ings.         on 
total. 

basic 
lines 

1 

At  super 
rates. 

Total 
borrow- 
ings. 

Ati*^ 

age 
rate 

on 
total 

January 

February 

March 

t&f. 

$21,206,524 
19,173,984 
15,300,347 
21,172,160 
13,595,511 

$35,945,270,    6.75 
24,690,445     6.39 
21,406,648!    6.19 
26,977,941,    6.23 
17  in.^  om     A  91 

$3,751,981  $24,958,505 
5,618,766  21,795,750 
7,859,4?2  2},  159,779 
3,962,560  25,1-34,720 
7  n?;?  \QR  91  ift7  7no 

$14,738,746 
8,513,461 
8,103,501 
5,805,781 
4,109,511 

$30,607,251 
30,309,211 
31,266,080 
30,940,501 
25  277,220 

6.36J 
6.296 
6.177 

6.li5 

Monthly 
average. . 

17,490,305 

!                   1           ' 

8,254,760,  25,745,065     6.45  5,752,987   23,243,292     8,254,760  31,498,0E 

6.357 

7'otal  gross  deposits  and  total  loans  and  di>iCovnts  of  banks  in  the  tenth  "Federal 
reserve  district,  as  disclosed  by  their  reports  of  condition  June  30,  1921. 


'  National  banks.  I   State  banks. 

I      ! 


Gross  deposits: 

Colorado 

Kansas 

Missouri 

Nebraska 

New  Mexico. . 

Okiahoma 

Wyoming — 


$174,940,100 
165,643,888 
153,270,743 
175,237,361 
8,437,780 
218,371,678 
47,082,031 


«91, 
266, 

96, 

241, 

5, 

145i 

22, 


142,978 
781,225 
639,544 
808,202 
809, 4o2 
868,850 
604,443 


Total 

Loans  and  discounts: 

Colorado 

Kansas 

Missouri 

Nebraska 

New  Mexico 

Oklahoma 

AVyoming 


942,983,581  |        870,654,094 


ToUl. 


129,992,273 
136,884,146 
131,493,602 
160,862,907 
8,088,462 
182,803,872 
40,306,724 


68,053,245 
241,857,066 

66,475,550 

228,348,009 

6,402,493 

112,738,387 

21,^56,800 


790,431,986 


745,731,559 


Total. 


$266,OS3,0^ 
432.«5.nJ 
249,910,2s 
417,045.5^ 

14,247.232 
364, 24a  3^ 

69, 6*,  4"^ 


l,S13,63S,g 

198,045,5b 
378,741,212 
197,969,161 
389,210,916 
14,490,*^ 
295,^259 
^163.52* 


1,536,163,545 


The  Chairman.  I  have  received  a  letter  from  Mr.  Edward  C. 
Stokes,  president  of  the  Mechanics  National  Bank,  of  Trenton,  N.  J* 
making  some  suggestions  in  regard  to  the  Federal  reserve  system* 


Digiti 


ized  by  Google 


ill 


0) 


a 

LU 

u 

u. 
O 


o 

fiO 

< 


Digiti 


ized  by  Google 


Digiti 


ized  by  Google 


—  i 


f  1020< 


N     W 


I 


g 


Digiti 


ized  by  Google 


Digiti 


ized  by  Google 


f*a                                            IC 

■  ^■MH|H'"|a«Hj|IHaMJuJjm 

i         -L 

1 

3|i             [t 

1                      i 

1                   ¥ 

t                     1 

i+--tj-fr-:: 

M                         ? 

i^^l-":r  :- 

z 

1                              1 

1                         » 

i        f        1 

jT                     1 

ri"TT]i::: 

1                       J 

4-1-                               -      ■ 

i              1         ^»^ 

Ml       C      i      1 

1  '                                               i 

j              J  T  J 

[      1                                                                                               ■» 

^t 1 

%                                                                         i     .. 

;5:::::::;:::::::i 

. ^ 

.,1l., f 

t 1 

I                  i 

Mrt^aHHl^dd^aaaiiia^gaM. 

g 


Digiti 


ized  by  Google 


Digiti 


ized  by  Google 


AGRICULTURAL  INQUIRY.  787 

which  it  is  desired  to  have  incorporated  in  the  record.    It  will  be 
inserted  at  this  point,  and  is  as  follows: 

Thk  Mfx'Hamcs  National  Bank  of  Trenton, 

Trenton,  .V.  J.,  August  10,  1921. 
Hon.  Sydney  Andkrson.  Chairman, 

Joint  Commission  of  Agricultural  Inquiry, 

Washington,  D.  C. 
My  I>ear  Mr.  Chairman  :  As  a  country  banker  may  I  submit  some  siiRjres- 
tions  in  roffard  to  tlie  present  Fedei*al  resen'e  system? 
Wiien  tliis  system  was  organized  its  advocates  made  the  foUowinjr  claims: 
L  It  would  mobilize  and  make  eretllt  easily  obtainable  and  available  at  all 
, times. 

2.  It  wouI<l  put  an  end  for  all  time  to  high  interest  rates  which  heretofore 
had  prevaile<l,  especially  in  New  York. 

3.  To  quote  the  words  of  President  Wilson,  "  It  wcmld  make  the  country 
panic  proof." 

None  of  these  promises  have  been  fulfilled.  Since  the  inauj^iratlon  of  the 
system  of  credit  has  been  more  dithcult  to  obtain  than  ever  in  my  experience 
as  a  banker.  Interest  rates  have  ruled  higher  on  the  average,  over  a  longer 
period  than  I  have  ever  known  and  men  of  busineas  exi>erience  are  ready  to 
testify  that  never  in  their  exi>erience  of  3.^  or  40  years  have  they  reallze<l  such 
distressing  conditions.  The  Federal  reserve  system,  therefore,  has  not  come 
up  to  exi>ectations.  It  is  easy,  however,  to  criticize.  It  is  unfair  to  do  so 
without  offering  a  constructive  remedy.     I  suggest : 

(a)  The  progi*essive  rate  privilege  of  the  Federal  reserve  board  sh(»uld  be 
abolishnl  and  the  law  granting  it  repeale<l  at  once.  This  law  is  unmoral.  The 
Government  of  the  Tnited  States  should  set  an  example  to  its  citizens.  There 
is  no  reason  why  the  (Jovernment  shouhl  be  pennitte*!  to  ])ractice  usury  while 
individuals  are  not.  Such  an  act  as  the  progressive  rate,  which  is  simply  an  act 
peniiitting  usury,  is  a  very  unfortunate  practice  for  the  Government.  It  Is  an 
Invitation  to  law  breaking  and  its  moral  effect  is  detrimental.  If  the  Federal 
reserve  bank  can  charge  7.  8,  9.  10,  or  15  per  cent,  in  spite  of  State  laws  to  the 
contrary,  the  individual  thinks  he  has  a  right  to  do  the  same  and  no  refinement 
of  logic  will  convince  him  otherwise. 

This  act  should  be  repealed.  Moreover,  the  rediscmint  rate  should  always  be 
lower  than  the  legal  rate  in  the  State.  The  Fe<leral  reserve  banks,  if  for  any 
purpose  whatever,  ought  to  enable  the  member  banks  to  borrow  money  without 
loss  in  order  to  acconnnoUate  tlieir  customers.  That  was  the  hope  held  out  to 
tlie  .\uierican  people  when  the  system  Inaugurated.  ThCy  were  told  distinctly 
on  the  stump  and  in  congressional  debates,  that  hereafter  the  banks  would  have 
no  excuse  to  say  they  had  no  credit  or  no  money  to  hmn.  If  they  were  short  of 
funds  they  were  to  borrow  of  the  Federal  reserve  banks,  to  loan  to  their  patrons. 

The  excuse  for  the  progressive  rate,  that  rates  must  be  made  high  tc»  check 
Inflated  credits  or  overextension  in  business,  is  unstatcsmanlike  and  unworthy 
of  consideration.  One  might  just  as  well  say  that  the  evil  of  overeating  should 
l»e  correcte«l  by  raising  the  piice  of  fomi  instead  of  observing  hygenic  laws. 
The  way  to  restrict  credit  is  not  to  burden  the  business  of  the  country  by  high 
interest  rates.  That  method  punishes  the  great  multitude  of  conservative  busi- 
ness men  in  order  to  restrict  the  few.  The  way  to  curtail  credit  is  to  refuse 
credit  and  credit  can  be  refused  when  the  rate  is  4  per  cent  just  as  readily  as 
when  the  rate  is  10  per  cent. 

One  illustrathm,  although  it  is  not  a  part  of  the  argument  of  the  evil  of 
raising  these  rediscount  rates,  might  be  cited  in  connection  with  Liberty. bon<ls. 
These  bonds  were  purchased  as  a  matter  of  patriotism  by  many  who  could  not 
afford  it.  They  were  told,  and  I  can  give  you  quotations,  that  these  bonds 
were  as  good  as  an  American  dollar — indeed  better  than  the  American  dollars 
he^'aii.se  the  American  dollar  did  not  bear  Interest.  (Secretary  of  the  Treasury 
XIcAdof/s  Cooper  Union  si)eech.)  They  were  tohl  that  they  could  go  to  the 
hanks  and  borrow  at  a  rate  of  interest  that  would  enable  tb.eni  to  carry  their 
bonds  without  loss.  That  was  a  governmental  pledge  and  i)romise  to  the  ptH>ple 
of  the  country;  according  to  all  ethical  rules  it  shcaild  have  been  kept. 

^Vhen  the  Feileral  reserve  banks  rased  ther  rediscount  rates  on  loans 
f'eciired  by  Liberty  bonds  or  Victory  Innids  they  broke  the  Government  pledge 
ami  were  giiilty  of  a  breach  of  faith  to  the  patriotic  cit'zens  of  America.  This 
action  broke  the  price  of  bonds,  an<l  it  cause<l  a  loss  to  the  patriotic  people 
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of  this  country  of  two  to  three  h'llions  of  dojlars.  When  President  Harding,  in 
his  acceptance  speech,  spoke  of  this  fact  and  said  that  e%'ery  effort  should  be 
nuide  to  restore  these  l>on<ls  to  par,  the  enthusiastic  outl>urst  on  the  part  of 
the  audience  exceeded  in  intensity  any  response  given  to  any  other  of  his 
many  utterances.  No  Government  can  afford  to  deal  unfairly  with  its  citizens. 
Banking  institutions  should  set  a  high  example  of  ethics  and  fair  dealhig. 
Moreover,  the  high  interest  rates  imposed  by  the  Federal  reserve  bank  com- 
pelled the  Government  to  pay  on  short-term  certificates  an  unnecessaril,v  hi^h 
rate  of  interest  at  a  time  when  the  Government  is  short  of  funds,  the  Govern- 
ment banks  raising  the  rate  of  interest  on  the  Government  taxes  when  the 
Ciovernment  needs  to  save  every  i^enny.    What  could  be  more  absurd? 

(b)  In  connection  with  the  high  interest  rates  it  is  manifest  that  the  Federal 
reserve  banks  were  not  established  for  the  purpose  of  making  money.  With 
them  profit  is  merely  a  collateral  incident.  On  the  contrary,  they  have  Ijecume 
enormous  profiteers.  Some  of  them  report  earnings  as  high  as  212  per  cent 
on  their  stock.  If  a  country  banking  institution  would  do  this,  it  would  be 
subject  to  the  severest  criticism  and  unpopularity.  The  Federal  i*eserve  banks 
have  secured  these  enormous  profits  by  charging  excessive  rediscount  rates 
and  by  levying  this  terrific  burden  on  the  business  and  industries  of  the 
country.  It  is  true  they  only  secure  a  part  of  the  income  from  the  liish  in- 
terest rates,  but  in  order  to  do  that  business  all  over  the  country'  has  to  pay 
these  rates,  and  this  extra  burden  is  enormous  and  acts  as  a  handicap  I'l 
bus  ness  prosi>erity.  Thr»  principle  of  mo<lerate  earnings  is  well  estal)lislie<l 
by  the  rate  allowed  member  bank  stockholders,  namely,  6  per  cent.  There 
is  no  justification  f(»r  making  212.  Senator  Owen  some  time  ago  wrote  a 
letter  to  the  Federal  lleserve  Board  concerning  this  phase  of  the  situation  ami 
deploring  the  practce.  As  I  remember  it.  he  figures  that  with  a  4  \>eT  cent 
discount  rate  they  could  make  something  like  GO  to  80  per  cent  on  their  stock. 
This  Mould  seem  to  be  a  fair  return. 

(r)  The  Fedenil  reserve  banks  should  pay  interest  on  their  deposits  to  the 
menvber  banks.  It  was  never  intended  by  Congress  that  the  Federal  reserve 
banks  should  profit  at  the  expense  of  the  member  banks.  They  were  to  be 
helpful  to  the  latter  and  not  make  them  a  source  of  revenue.  The  Federal 
reserve  bank  can  read.ly  afford  to  pay  interest  on  the  deposits  of  the  member 
banks,  and  in  fa'rness  to  the  latter  shouhl  do  .so.  This  is  especially  true  that 
in  view  of  the  fact  that  the  deposit  by  the  member  banks  kept  in  the  Fedenil 
reserve  banks  are  rigid.  That  is,  they  can  not  be  used  without  tlie  member 
banks  being  penalized.  The  member  bank  nnist  always  keep  there  the  average 
anvount  required  by  law  and  never  can  draw  on  it  for  emergency  purposes 
without  penalty.  Our  inst  tut!on,  for  example,  is  required  to  keep  alxmt 
$900,000,  on  which  we  pay  interest  to  our  depositors  but  are  allowed  no  in- 
terest b.v  the  reserve  bank.  This  is  manifestly  imfalr.  There  is  no-  reason 
why  the  Federal  reserve  banks  should  hoUl  our  monc^y  without  interest. 
With  best  wishes,  I   am. 

Very  sincerely,  yours,  E.  C.  Stokes,  President. 

The  CiLMRMAN.  The  commission  will  stand  on  recess  until  2.30  this 
afternoon. 

(Whereupon,  at  1  o'clock  and  25  minutes  p.  m.,  the  commission 
stood  on  recess  until  2  o'clock  and  30  minutes  p.  m.  of  the  same  day.) 

AFFER  KECESS. 

The  commission  resumed  its  session  at  2.30  o'clock  p.  m.,  pursuant 
to  the  taking  of  recess. 

STATEMENT  OF  MR.  WILLIAM  H.  INGEESOLL,  NEW  YORK  CITY. 

Mr.  IxGERsoLL.  Mr.  Chairman,  I  hoi>e  you  will  stimulate  me  vith 
questions  when  I  get  on  ground  that  interests  you,  because  I  am  just 
going  to  give  in  a  sort  of  narrative  way  the  approach  that  I  made 
to  the  question  of  distribution.  AVhen'l  say  "distribution"  I  am 
thinking  of  how  goods  are  gotten  from  producer  to  user,  the  rarious 
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problems  that  arise,  and  the  influences  that*  enter  into  why  one 
thing  is  taken  instead  of  another,  why  people's  money  goes  into  cer- 
tain classes  of  goods,  and  the  question  of  the  middleman  and  his 
elimination,  and  how  we  ought  to  regard  the  question  of  lowering 
the  cost  of  living  without  lowering  wages,  which,  I  think,  is  the 
great  desideratum,  and  to  which,  I  believe,  an  inquiry  of  this  sort 
can  be  made  to  lead.  That  is,  I  verily  believe  that  we  can  lower  the 
cost  of  things  to  the  users  without  lowering  the  earnings  of  the 
wage  eamei-s. 

For  some  18  years  my  work  was  that  of  finding  a  market  for  the 
Ingersoll  watches.  Along  about  191i^,  together  with  some  other 
manufacturers,  we  became  conscious  that  there  were  problems  ahead 
of  us  that  no  one  had  an  answer  to  and  that  had  a  great  deal  of 
bearing  upon  our  future — for  example,  the  question  of  business 
policy,  as  to  whether  we  ought  to  adjust  ourselves  to  sell  merchandise 
through  the  mail-order  houses,  which  had  then  begun  to  take  on  their 
immense  proportions.  They  were  big  and  had  been  growing ;  but  at 
that  time  it  dawned  on  the  business  community  that  they  were 
towering  giants  in  the  business  field  and  that  they  were  still  grow- 
ing, and  the  multitude  of  small  retailers  became  somewhat  nervous 
about  their  own  future,  as  to  whether  all  the  retail  business  was 
going  to  be  done  by  a  few  catalogue  houses  and  a  few  systems  of  chain 
stores  and  by  the  department  stores. 

The  demands  that  were  made  upon  manufacturers  for  discounts 
anvl  concessions  by  these  immense  distributors  forced  upon  us  the 
necessity  of  ascertaining  to  our  satisfaction  what  the  future  system 
of  distribution  was  going  to  be  and  whether  we  ought  to  adjust  our- 
selves to  the  demands  that  the  big  ones  were  making  or  whether  we 
ought  to  rely  upon  the  small  distributor  as  the  main  outlet  for  our 
merchandise  in  the  future. 

The  Chairman.  Generally  speaking,  does  the  large  mail-order 
house  get  a  better  discount?  Does  it  have  an  advantage  in  dis- 
counts through  quantity  purchases  that  are  very  considerable? 

Mr.  Ingebsoll.  Very;  yes.  I  should  say  it  averages  something 
better  than  20  per  cent  over  the  average  retail  merchant. 

The  Chairman.  Is  that  due  to  better  buying  ability  or  is  it  due  to 
larger-quantity  buying  and  better  discounts  and  advantages  of  that 
sort? 

Mr.  Ingersoli..  It  is  mainly  due  to  the  quantities  purchased.  Of 
course,  it  is  due  also  to  the  business  ability  of  the  men  behind  those 
organizations  and  to  the  lack  of  initiative  of  many  manufacturers 
in  finding  their  own  miEirkets.  Many  manufacturers  want  to  do 
nothing  but  make  goods ;  they  do  not  want  the  burden  of  finding  the 
customers  for  the  things  after  they  are  made,  and  anybody  who  will 
come  along  with  a  fat  order  can  wring  from  them  almost  anything, 
according  to  the  stress  or  needs  that  the  man  may  happen  to  be  suf- 
fering under  for  the  moment. 

The  Chairman.  It  is  rather  customary,  I  think,  for  mail-order 
houses  to  take  the  entire  output  of  factories.  I  have  heard  it 
claimed — I  do  not  know  whether  it  is  true  or  not — that  having  ab- 
sorbed the  entire  output  of  the  factory  and  consequently  destroyed 
the  outside  business  of  the  concern,  it  becomes  a  very  easy  matter 
for  that  mail-order  house  to  dominate  the  manufacturer. 
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Mr.  Ingersoll.  That  has  happened  in  some  instances,  and,  as  in 
many  other  departments  of  business,  I  think  there  was  a  time  when 
they  were  not  entirely  ethical  in  the  way  they  treated  their  sources 
of  supply  in  such  respects  as  the  one  you  have  mentioned.  But  I 
think  that,  just  as  some  of  our  trusts  and  monopolies  have  become 
ethical  in  recent  years,  the  practices  that  you  refer  to  have  probably 
disappeared. 

Now,  to  take  up  the  thread  of  what  I  was  saying:  A  small  group 
of  noncompetitive  manufacturers  formed  a  little  informal  associa- 
tion, with  the  idea  that  their  future  business  policies  would  have  to 
be  adjusted  to  whatever  prospect  seemed  to  be  the  one  predestined 
to  survive — that  is,  if  we  were  ^oing  to  have  to  sell  mainly  through 
chain  stores  and  that  sort  of  thing  one  line  of  action  was  indicated, 
and  if  we  were  going  to  have  a  multitude  of  small  accounts  another 
policy  was  indicated. 

After  canvassing  the  subject  and  finding  that  none  of  us  had  any 
very  coherent  idea  or  any  well-grounded  body  of  knowledge  to 
guide  us,  we  concluded  that  we  would  have  to  go  into  the  question 
of  the  ability  to  serve  and  the  most  truly  economic  factors  in  dis- 
tribution, and  if  we  found  that  the  public  interest  was  going  to  be 
served  by  the  small  distributor  we  would  adopt  business  poUcies 
consistent  with  that  expectation ;  otherwise,  the  contrary. 

In  the  course  of  this  sort  of  research  we  were  compelled  to  take 
cognizance  of  the  claims,  also,  for  the  elimination  of  the  middleman 
in  various  forms — the  question  of  the  cooperative  store,  the  con- 
sumer-owned store,  and  at  the  other  extreme,  the  manufacturer- 
owned  store.  We  found  that  as  we  approached  the  subject  there  was 
a  tremendous  density  of  ignorance  on  our  own  part  and  on  the  part 
of  everyone  else  that  we  could  find.  Thei*e  was  on  the  part  of  those 
who  were  advocating  these  cooperative  stores  and  the  union-owned 
store,  and  all  of  that,  an  assumption  that  goods  sold  themselves, 
that  all  they  needed  to  do  to  work  vast  economies  was  to  own  the 
store  and  that  great  savings,  which  were  assumed  to  be  made  by  the 
distributor,  would  then  flow  to  the  consumer.  And  it  was  a^umed 
that  advertising  was  a  waste  entirely.  The  Socialists  point  of  view 
is,  of  course,  that  all  competitive  effort,  advertising,  among  other 
things,  is  a  waste. 

A\  e  met  those  questions,  and  also  the  claims  of  the  department  store 
that  they  eliminated  the  jobber  and  were  therefore  in  a  position  to 
make  savings,  and  hence  were  entitled  to  lower  prices.  We  met  the 
claims  of  the  large  chain-store  systems  for  lower  prices,  based  upon 
quantity  purchases,  and  the  claims  of  the  mail-order  houses. 

I  think  it  ought  to  be  pointed  out  that  the  parties  interested  in  the 
early  part  of  this  research  were  of  one  general  class;  that  is,  they 
were  all  manufacturers  of  merchandise  which  could  be  duplicated  in 
almost  endless  quantity,  such  things  as  razors,  fountain  pens, 
watches,  musical  instruments,  phonographs,  underwear,  hosiery,  au- 
tomobile tires — things  generally  which  were  trade-marked  or  which 
bore  a  proprietary  name.  We  had  a  number  of  food  products,  such 
things  as  breakfast  foods,  canned  soups,  baked  beans,  and  that  sort 
of  thing.  It  soon  came  to  us  in  our  research  that  it  was  only  that 
class  of  producer  (the  maker  of  branded  goods)  who  was  maintain- 
ing any  consistent  effort  to  sell  his  product.    All  the  other  products 
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on  the  market,  which  go  out  without  any  name  or  brand  or  any  par- 
ticular responsibility  of  origin  back  of  them,  are  left  to  find  their 
own  way  to  the  consumer;  and  it  was  that  class  of  merchandise  which 
the  cooperative  enthusiast  had  in  mind  mainly.  That  is,  he  was  con- 
cerned with  the  things  which  people  go  and  buy  because  they  need 
them  and  have  to  have  them  and  can  not  do  without,  and  want  to  get 
as  cheaply  as  possible. 

The  Chairman.  Have  you  any  idea  what  proportion  of  the  goods 
that  are  sold  over  the  counter  are  of  tlie  latter  character?  Is  it  a 
verv  large  proportion? 

3lr.  Ingersoli..  You  mean  the  nondescript  commodities? 

The  Chairman.  Yes. 

Mr.  Inoersoll.  Yes:  they  are  in  the  preponderance.  I  can  not  tell 
vou  fhe  percentages.  1  think  the  percentages  vary  in  different  lines, 
tut  I  should  say  that  considerably  more  than  half  of  the  total  mer- 
chandise moving  across  counters  is  unidentified  merchandise.  It  con- 
sists of  such  things  as  potatoes,  cotton  by  the  j^ard,  and  merchandise 
of  that  kind,  which  is  not  bought  on  the  name  of  the  producer. 

The  Chairman.  Did  you  consider  the  question  of  the  larger  amount 
of  capital  required  by  tne  one  than  by  the  other? 

Mr.  Ingersoll.  To  do  a  given  volume  of  business? 

The  Chairman.  Yes. 

Mr.  Ingersoll.  Yes,  sir.  That  comes  under  increased  efficiency.  A 
man  who  can  do  a  larger  business  on  a  fixed  capital  is  more  efficient. 
For  instance,  in  London — I  have  l)een  to  Europe  making  some  in- 

?uiry  on  this  subject,  particularly  in  regard  to  tne  cooperative  idea, 
n  London  our  American  friend  Sel fringe  does  a  business  equal  to 
that  of  Harrod's,  the  largest  store  there,  in  volume  of  sales,  and  he 
does  it  on  half  the  investment,  which  is  a  very  marked  accomplish- 
ment. We  most  certainly  look  upon  that  as  one  of  the  prime  factors 
in  the  cost  of  distribution — the  relation  between  investment  and  turn- 
over. 

Now,  the  distinction  between  the  ordinary  manufacturers'  problem 
and  the  distribution  of  agricultural  products  is,  first,  that  the  agri- 
cultural product  has  to  be  collected  and  assembled  before  it  can 
again  be  divided  and  distributed  among  members.  You  have  to 
combine  the  products  of  a  great  many  farms  to  get  enough  to  make 
a  distributing  problem.  But  the  grocery  store  or  the  produce  store 
is  not  different,  after  the  products  have  been  assembled,  from  any 
other  line  of  merchandise,  so  far  as  I  can  find  out,  save  that  there 
is  a  speculative  element  which  entei's  into  farm  products  that  does 
not  enter  into  the  kind  of  merchandise  that  the  factories  have  to  do 
with. 

Tlie  Chairman.  What  do  you  mean  by  the  speculative  element? 
Do  you  mean  the  price  fluctuations  that  are  so  prevalent  with  respect 
to  agricultural  products? 

Mr.  Ingersoll.  Yes.  I  sometimes  am  unable  to  make  up  my  own 
mind  whether  the  price  fluctuations  cause  the  speculation  or  are  the 
result  of  the  speculation.  Sometimes  it  is  the  one  and  sometimes  it 
is  the  other.  But  on  account  of  the  perishable  nature  of  a  good 
many  food  products,  in  the  process  of  assembling  them,  there  is  a 
^ood  deal  oi  speculation,  there  is  a  good  deal  of  chance  taken  by  the 
man  who  undertakes  to  get  produce  to  market. 
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The  Chairman.  And,  of  course,  there  is  not  the  possibility  of  ad- 
justing the  supply  to  the  market  that  there  is  in  the  manufacturing 
business. 

ilr.  Ingersoll.  That  is  right. 

The  Chairman.  That  is  the  biggest  difficulty. 

Mr.  Ingersoll.  Yes.  Apart  from  that,  I  think  that  after  the  goods 
are  assembled  the  problem  of  distribution  is  about  the  same  in  all 
classes  of  merchandise  that  I  have  had  the  opportunity  to  examine 
into. 

We  find  that,  as  applied  to  proprietary  articles,  there  are  four 
elements  which  we  regard  now,  after  our  study,  as  irreducible.  That 
is,  we  have  the  producer,  or  factory,  we  have  a  wholesale  distributor, 
known  commonly  as  a  jobber;  we  have  a  retail  distributor,  and  we 
have  the  consumer.  Two  of  those  are  principals  and  two  of  .:\iera 
are  agents.  The  producer  is  certainly  a  principal,  and  the  consumer 
is  certainly  a  principal.  The  wholesaler  and  retailer  are  agents  of 
either  the  producer  or  the  consumer. 

This  may  be  too  elementary  to  interest  you,  but  I  have  a  little 
chart  here,  this  findicating]  representing  a  factorv;  these  lar^ 
squares  the  wholesale  centers,  these  circles  the  small  communities 
around  the  jobbing  points,  and  the  dots  individual  families.  The 
X's  represent  what  might  be  called  crossroads  country  general  stores. 

We  do  not  believe  that  it  is  possible  to  eliminate  either  the  whole- 
saler or  the  retailer,  in  principle,  and  that  is  one  of  the  points  of 
departure  from  a  great  deal  of  what  we  believe  to  be  superficial 
thinking  that  has  been  done  on  the  subject.  We  generally  start  out 
with  the  object  of  eliminating  somebody. 

We  find  that  if  you  take  the  manufacturer — take  the  manufac- 
turers who  set  up  their  own  stores — they  claim  that  they  sell  dire<'t 
to  the  consumer.  But  what  do  we  find,  as  a  matter  of  fact  ?  In  the 
first  place,  they  set  up  retail  stores.  They  have  not  eliminated  re- 
tail stores,  therefore,  because,  on  the  contrary,  they  have  established 
their  own.  We  find  also  that  where  they  have  any  considerable 
number  of  retail  stores  scattered  over  any  large  area  they  have  to 
have  intermediate  distributing  and  assembling  points  where  they 
carry  reserve  stocks  for  these  stores,  which  is  nothing  but  a  sub- 
stitute jobber.  The  fact  that  they  are  owned  by  one  concern  doe^ 
not  affect  the  principle  of  the  thing,  because  our  fii-st  test  was  to 
find  out  whether  any  unnecessary  labor  was  being  saved  by  any  of 
these  devices.  When  you  look  at  the  stores  owned  by  manutacturers 
you  will  find  that  instead  of  having  eliminated  anything,  they  have 
simply  paralleled  the  existing  system.  No  labor  has  been  saved,  no 
motions  have  been  saved,  no  bookkeeping  has  been  saved.  No  ship- 
ping, packing,  unpacking,  or  other  labor  has  been  saved.  The  only 
difference  is  that  instead  of  having  an  independent  man  as  the 
owner  of  the  wholesale  warerooms  and  an  independent  man  as  the 
owner  of  the  retail  store  in  the  local  community  you  have  an 
absentee  ownership  represented  by  a  hired  manager  taking  the 
place  of  the  ordinary  wholesaler  and  retailer. 

The  Chairman.  And,  on  the  other  side,  they  are  limited  in  their 
volume  to  the  people  who  want  the  same  kind  of  product? 

Mr.  Ingersoll.  Yes;  that  is  true.  I  said  a  few  moments  ago  that 
the  middleman  is  an  agent  of  either  the  producer  or  consumer.  In 
this  case  the  wholesaler  and  the  retailer  become  agents  of  the  pro- 
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ducer.  Now,  that  producer  may  be  a  very  broad-visioned  man  and 
serve  only  the  interests  of  the  consumer,  and  his  whole  policy  ex- 
tending throughout  the  whole  organization  conceivably  could  serve 
the  interests  of  the  consumer.  But  it  is  almost  inevitable  that  the 
independent  retailer  and  the  indei>endent  wholesaler  act  as  agents 
for  the  consumer  and  bargain  with  the  producer  as  agents  for  the 
man  on  the  other  side.  The  local  merchant  almost  always  takes  the 
point  of  view  of  his  community  and  is  in  reality  the  buying  agent 
for  a  group  of  people  in  his  neighborhood  who  have  confidence  in 
him,  in  his  integrity,  and  in  his  ability  in  his  specialized  line  of 
business,  and  deputize  him  to  act  in  their  interests,  so  far  as  shoes 
are  concerned,  to  take  one  line,  or  drugs  in  another  line,  or  hardware 
in  another  line,  and  so  on,  while  they  themselves  go  on  and  specialize 
in  some  line  of  effort  of  their  own,  be  they  farmers,  teachers,  or 
policemen,  or  whatever  they  may  be. 

The  department  store  comes  alonor  and  says,  "  We  have  eliminated 
the  jobber;  we  want  to  buv  direct  from  the  manufacturer;  we  want 
the  jobber's  price."    And  they  usually  get  it. 

But  the  result  has  been  that  those  manufacturers  who  depend 
mainly  upon  department  stores  for  their  outlet  are  compelled  to  set 
up  local  wholesale  warerooms  to  supply  the  department  stores,  be- 
cause the  department  store  will  not  buy  sufficiently  in  advance,  will 
not  carry  the  necessary  quantity  of  stock,  and  will  not  so  adjust  its 
purchases  as  to  take  care  of  what  is  known  as  the  fill-in  order.  That 
is.  after  the  initial  order  for  a  season  has  been  placed  and  they  run 
out  of  special  numbers  of  special  styles,  the  little  supplies  that  they 
need  to  keep  up  their  departments,  the  manufacturer,  running  only  a 
factory,  is  in  no  position  to  meet  their  needs;  and  therefore  those 
manufacturers  who  specialize  in  department-store  trade  in  most  of 
the  important  lines  of  business  have  been  compelled  to  establish 
their  own  wholesale  warerooms  to  take  the  place  of  the  jobber  that 
the  department  store  says  it  has  eliminated. 

So  we  find  that  the  attempt  to  eliminate  the  middleman  has  suc- 
ceeded only  in  name;  it  has  not  succeeded  in  fact,  because  there  is 
no  elimination  of  motion  or  investment;  there  is  no  cutting  down 
of  the  time  in  which  the  goods  move  from  production  to  use. 

Then  take  the  chain  stores:  I  think  this  is  important  to  have  before 
us,  for  the  reason  that  those  who  have  not  minutely  gone  into  the 
thing  assume  that  a  lot  of  elimination  has  taken  place  when  there  has 
merely  been  a  change  in  ownership  without  effecting  any  inherent 
economies ;  and  it  shows,  as  I  shall  try  to  bring  out,  no  results  later 
on  in  the  cost  of  doing  business. 

Now,  the  department  store  is  an  assembly  of  many  different  kinds 
of  stores  under  one  roof,  so  to  speak.  The  chain  store  is  a  different 
thing;  it  is  a  projection  under  many  roofs  of  stores  in  the  same  line 
of  business.  We  have  chains  of  candy  stores,  drug  stores,  cigar  stores, 
shoe  stores,  and  so  on. 

When  the  chain  stores  started  they  wanted  to  buy  direct  from  the 
manufacturers,  and  they  wanted  to  get  the  jobber's  price,  and  they 
really  did.  The  chain  store,  however,  if  it  really  does  anything  that 
entitles  it  to  a  concession  in  price,  has  to  have  its  own  wholesale 
warehouses,  and  they  all  have  them.  I  have  very  clearly  in  mind 
a  system  of  drug  stores  with  which  I  am  quite  well  acquainted. 
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In  the  early  days  they  were  able  to  put  it  over  on  the  manufacturers, 
as  it  were.  That  is,  they  would  come  along  and  give  us  an  order 
for  50,000  watches  and  get  a  very  low  price,  and  then  ask  us  to  ship 
them  out  in  orders  of  three  watches  and  six  watches  to  the  individual 
stores.  It  was  some  time  before  we  discovered  that  we  were  not 
making  money  on  that  transaction. 

The  Chairman.  You  discovered  you  were  doing  a  retail  business? 

Mr.  Ingersoll.  Yes.  We  were,  at  very  high  expense,  and  giving 
very  low  price.  That  was  very  common  in  the  early  days,  and  it  is 
practiced  to  a  considerable  extent  ^ill.  But  that  has  also  been  sub- 
stantially eliminated,  and  those  chain  stores  have  set  up  their  own 
warehouses.  You  will  find  that  the  same  concern  has  a  warehouse 
in  New  York,  from  which  it  supplies  those  stores  that  are  in  New 
York  City  and  northern  Xew  Jei-sey  and  up  the  State  and  so  on. 
It  has  another  in  each  of  the  large  centers  of  the  territory  it  covers. 

Therefore,  this  effort  to  eliminate  is  an  illusion.  It  is  a  substitu- 
tion of  common  ownei*ship  over  several  factors  which  their  own 
experience  proves  almost  conclusively  to  be  the  irreducible  minimum. 
They  must  have  the  production,  they  must  have  the  wholesale  han- 
dling, and  they  must  have  the  retail  handling  before  the  stuff  can  get 
to  the  customer. 

There  is  another  explanation  of  that  which,  if  time  peimits.  I 
would  like  to  come  back  to.  I  refer,  for  example,  to  the  mail-order 
house  and  its  problem  of  long  deliveries  of  small  lots,  as  against 
having  community  purchases  go  out  in  carload  lots,  then  to  be  split 
up  after  the  case  lot  has  come  into  the  neighborhood. 

One  of  the  verv  largest  and  most  notable  of  these  movements  to 
eliminate  the  middleman  has  come  about  in  Europe.  I  am  not  in- 
timately acquainted  with  the  movement  in  Eussia,  but  I  have  made 
some  examination  of  the  movement  in  Denmark,  in  Germany,  in 
Switzerland,  and  in  England  and  Scotland;  more  particularly  in 
England  and  Scotland,  because  the  conditions  there  are  very  much 
more  similar  to  ours  than  those  in  any  other  country. 

The  cooperative  movement  has  shown  very  great  strength  in  Great 
Britain.  There  are  said  to  be  more  than  10,000,000  members  of 
cooperative  societies.  In  Scotland  alone,  which  you  have  in  mind 
as  a  little  country  of  4,000,000  population,  the  Scottish  Wholesale 
Cooperative  Society  did  a  business  in  1919  of*  the  equivalent  of 
about  $248,000,000  which  means  that  in  that  small  country  they  did 
a  business  gieater  than  that  of  the  Sears-Roebuck  mail  order  busi- 
ness in  this  country. 

They  claim,  of  course,  to  eliminate  expense  and  to  give  bigger 
values  to  the  consumer  members.  They  have  what  I  regard  as  an 
almost  superstitious  hold  on  the  conmiunities  there.  As  a  matter 
of  fact,  thej  have  eliminated  nothing. 

Those  societies  are  constituted  in  this  form.  In  a  local  community 
a  man,  usually  a  union-labor  leader,  is  the  promoter  of  a  scheme  to 
collect  1  pound  or  2  pounds,  the  equivalent  of  $5  or  $10,  from  as 
many  members  of  the  union  as  possible,  to  set  up  one  of  these  co- 
operative stores,  the  prospect  being  that  those  xinion  families  will 
then  be  able  to  buy  their  necessities  at  a  very  much  lower  cost  than 
they  are  having  to  pay  through  the  existing  stores. 

Then  they  establish' the  store.  Often  some  union  official  takes  the 
management  of  it,  although  it  is  not  necessarily  a  union  proposi- 
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tion ;  sometimes  it  is  union  sponsored  and  sometimes  not.  Then  this 
local  store  joins  the  wholesale,  as  they  call  it,  and  they  subscribe  so 
much  capital  to  the  wholesale  cooperative  society.  So  you  have  con- 
sumers owning  retail  stores,  and  those  retail  stores  subscribing  the 
capital  which  maintains  the  wholesale,  so  that  the  consumers  in- 
directly own  the  wholesale. 

Then  they  have  gone  much  further,  and  they  have  their  own  fac- 
tories in  the  various  lines.  They  have  the  biggest  flouring  mills  in 
Scotland,  and  I  believe  that  over  75  per  cent  of  all  the  wheat  that  is 
imported  into  Scotland  from  Canada  is  imported  by  the  Scottish 
wholesale  cooperative  societies  and  is  ground  in  the  mills  of  the  co- 
operative societies. 

But  the  thing  I  am  getting  to  is  this,  that  they  have  eliminated 
none  of  the  elements  in  this  chain  that  is  common  to  us  here,  and 
all  over  the  world  so  far  as  I  can  find — the  producer,  the  whole- 
saler, the  retailer,  and  the  consumer.  They  have  their  factories,  but 
their  factories  can  not  sell  direct  to  these  consumer  members.  They 
can  not  even  adjust  their  affairs  to  attend  to  individual  retail  stores. 
So  they  set  up  these  wholesale  establishments  at  convenient  points 
throughout  Scotland,  the  headquarters  being  at  Glasgow.  The 
wholesalers  can  not  deal  directly  with  the  meml)ers  scattered  all  over 
Scotland,  so  they  have  their  retail  connections. 

So  they  have  an  exact  replica  of  the  system  that  we  are  familiar  with 
here,  the  only  difference  being  that  they  are  consumer-owned  and 
operated.  And  they  present  a  very  interesting  outworking,  which 
seems  to  me  to  exemplify  one  of  the  irreconcilable  ambitions  of  men. 
Generally  speaking,  when  we  sj^eak  of  the  ambitions  of  labor  we 
mean  that  they  want  to  be  more  independent,  better  paid,  and  so  on, 
and  have  a  greater  voice  in  management.  But  if  you  look  at  the 
outworking  of  this  movement  in  Scotland  you  find  this:  The  facto- 
ries are  consumer  owned  through  the  cooperative  societies  largely 
composed  of  union  labor ;  the  labor  in  these  shops  is  in  considerable 
part  the  owning  membership  and  if  this  cooperative  system  saved 
great  profits  ordinarily  absorl>ed  by  private  distributors,  it  would 
have  funds  to  pay  exceptional  wages  or  otherwise  advance  its 
workers.  In  other  words,  here  we  have  some  approximation  of 
the  dream  of  labor  working  in  labor-owned  and  labor-managed  in- 
dustry and  the  product  distributed  cooperatively.  We  might  expect, 
if  the  system  were  superior  to  find  that  these  workmen  would  be  able 
to  pay  themselves  better,  treat  themselves  better,  or  make  greater 
profits  for  return  to  its  members  than  private  industry  does  but  in- 
stead we  find  this  labor  exactly  in  the  same  status  and  working 
under  the  same  union  rules  and  the  same  union  scale  of  wages  and 
hours  and  all  other  arrangements  as  in  all  the  privately-owned  fac- 
tories in  Scotland.  So  there  is  no  saving  in  labor  costs,  there  are  no 
better  conditions  for  the  wage  earner,  there  is  no  change  in  the  num- 
ber of  steps.  There  is  nothing  eliminated  or  altered,  so  far  as  I  have 
been  able  to  make  out,  save  only  one  thing,  that  any  profit  made  in 
these  stores  is  returned  to  the  consumer,  and  they  do  habitually  re- 
turn about  5  or  10  per  cent  of  the  purchases  made  by  each  family. 

The  very  interesting  question  arises  whether  they  have  overcharged 
5  or  10  per  cent  in  the  first  place  in  order  to  return  the  5  or  10  per 
cent  afterwards.    So  far  as  my  opportunity  for  observation  permits 
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me  to  form  a  judf^ment,  I  am  inclined  to  think  that  they  do  over- 
charge 2  or  3  per  cent,  and  they  do  really  save  them  about'2  or  3  per 
cent. 

The  Chairman.  Do  they  give  them  substantially  the  same  service 
as  privately-owned  concerns? 

Mr.  Ingersoll.  No;  they  do  not  have  the  local  delivery  systems 
and  that  sort  of  thing  so  much.  And,  on  the  other  hand,  you  can 
hardly  buy  any  well-known  article;  there  is  very  great  difficulty  in 
finding  out  whether  they  are  actually  giving  you  something  cheaper 
than  tlie  other  fellow  or  not.  Take,  tor  example,  soap.  The  great 
soap  in  England  for  family  and  household  use  is  iSmlight  soap. 
They  do  not  sell  you  Sunlight  soap;  they  sell  you  another  soap  at 
a  penny  or  so  a  cake  less.  It  does  not  weigh  exactly  the  same,  and 
nobody  can  tell  whether  it  is  exactly  as  good,  and  so  on.  So  you  can 
never  find  out  whether  they  are  actually  delivering  better  values 
than  the  other  stores,  except  by  the  purchase  and  analysis  of  a  large 
number  of  the  things  sold  in  the  respective  systems.  And  I  did  my- 
self purchase  and  analyze  a  number  of  what  I  regarded  as  typical 
things,  and  my  conclusion  was  that  they  did  overcharge;  that  is, 
they  charged  2  or  8  per  cent  moi-e  than  the  ordinary  little  local 
stores  that  were  doing  business  side  by  side  with  them. 

So  far  as  any  ordinary  examination  goes,  there  is  not  any  reason 
why  they  could  do  any  better  than  their  privately  conducted  com- 
petitors, because — well,  I  think  it  is  only  fair  to  say  that  they  have 
hardly  yet  had  a  fair  test,  because  they  almost  always  install  some- 
body who  knows  nothing  about  merchandising  to  commence  with 
as  the  manager  of  the  store.  The  fellow  who  promotes  it  is  often 
a  union  leader  or  a  lodge  member  or  something  of  that  sort,  who 
has  had  no  experience  in  buying,  who  knows  nothing  about  the  line 
of  business,  who  knows  nothing  about  hiring  clerks,  or  running 
books,  or  keeping  tmck  of  obsolescence,  depreciation,  and  all  the 
other  factors  that  go  into  merchandising  costs.  He  is  installed  as 
manager,  and  naturally  a  great  many  of  them  fail,  and  a  great  many 
of  them  involve  the  investors  in  considerable  losses.  If  it  were 
possible  to  aggregate  all  the  gains  and  losses,  my  judgment  is  that 
there  would  1^  found  a  very  considerable  net  loss  out  of  their  at- 
tempted operations. 

But  the  point  I  am  driving  at  is  that  even  where  you  have  the 
whole  thing  ideal,  carried  out  under  one  ownership,  where  practi- 
cally half  the  whole  country  is  embraced  in  a  system  of  cooperative 
distribution,  you  still  have  a  replica  of  the  ordinary  system  that  we 
have.  There  is  nothing  eliminated.  And  even  this  is  true,  that  those 
wholesale  houses  have  found  it  necessary  to  send  traveling  salesmen 
out  to  sell  the  goods  to  the  stores  that  own  them,  and  that  you  would 
think  would  buy  from  them  and  buy  nothing  from  anybody  else. 
But  after  a  while  those  retail  stores  that  are  set  up  there  find  that 
a  repi-esentative  from  a  jobber  or  manufacturer,  privately  owned, 
comes  along  and  says,  "  Here,  why  do  you  buy  that  from  the  whole- 
sale cooperative  society?  We  will  sell  it  to  you  cheaper  than  they 
will."  And  so  they  start  to  buy  some  bargains  that  way.  They  think 
they  are  getting  better  values,  and  no  doubt  they  are  sometimes. 

Also,  the  managers  of  the  wholesale  cooperative  societies  say  thev 
have  to  send  out  men  to  stimulate  these  stores.    They  have  to  teach 
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them  how  to  do  .business,  and  they  have  to  show  them  the  possibilities 
that  lie  in  the  merchandise  and  encourage  them  to  try  to  get  up  a 
larger  demand  among  their  members,  so  that  they  can  produce  in 
larger  quantities  and  get  lower  costs,  and  all  that.  In  other  words, 
it  is  an  entire  repetition  of  the  stories  that  any  private  manufacturer 
in  this  country  or  anywhere  else  would  tell  under  similar  conditions. 

The  Chairman.  I  understand  you  were  in  Denmark,  too? 

Mr.  Ingersoix.  I  was  not  in  Denmark.  I  collected  the  literature  of 
the  societies  in  Denmark. 

The  Chairman.  The  proiK)sition  is  organized  from  the  other  end 
in  Denmark,  is  it  not? 

Mr.  Ingersoll.  Yes;  the  dairymen  and  cheese  makers,  and  so  on. 

The  Chairman.  The  statement  was  made  here  by  somebody,  I 
think,  that  the  producer  in  Denmark  got  something  like  90  per  cent 
of  the  ultimate  price  to  the  consumer  of  his  product  as  compared  with 
about  36  to  38  per  cent  here. 

Mr.  Ingersoll.  Well,  I  have  not  here  even  such  material  as  I  did 
collect  concerning  Danish  conditions,  but  I  have  no  hesitancy  in  say- 
ing that  that  is  very,  very  wide  of  the  mark.  I  feel  quite  safe  in 
giving  the  offhand  conjecture  that  there  is  not  a  difference  of  5  per 
cent  in  the  amount  received  there  and  in  England  or  here.  The  con- 
ditions work  out  very  much  alike. 

I  went  to  England  prepared  to  find  quite  different  conditions.  I 
found  that  the  only. difference  is  that  the  retail  merchant  is  a  little 
bit  more  independent  there  than  he  is  in  this  country' ;  that  is,  he  is 
not  accustomed  to  taking  assistance  from  the  manufacturer.  Here 
we  have  worked  up  what  I  regard  as  a  more  cooperative  system 
than  the  cooperatives;  that  is,  we  have  private  manufacturers  who 
will  undertake  to  produce  an  article,  and  who  wnll  then  go  to  the 
retailers  and  explain  to  them  what  they  are  aiming  at,  what  they 
are  driving  at,  and  will  undertake  to  advertise  those  goods  and  make 
a  market  from  which  the  retailers  can  benefit ;  and  the  retailer  then 
will  join  in  and  take  the  goods  and  display  them  and  push  them. 
So  you  have  a  cooperative  effort  on  some  specific  concrete  plan, 
wherein  the  several  elements  join  to  attain  one  end,  the  manufacturer 
from  his  end  pushing  his  goods  out  and  sending  a  message  directly  to 
the  other  end  to  the  consumer  to  come  forward  and  buy,  and  the 
wholesaler  and  the  distributor  willingly  taking  up  and  carrying  those 
goods  to  meet  that  suction  demand  from  the  consumer.  Xnd  I  l>e- 
lieve  when  you  can  get  that  condition  you  have  reached  about  the 
possibility  of  economic  distribution — a  minimum  of  friction  or  waste. 

I  think  I  have  given  enough  illustration  to  show  that  this  so-called 
ambition  to  eliminate  the  middleman  is  illusory,  that  you  can  not  do 
it,  that  when  you  do  it  you  merely  substitute  the  same  thin^  under 
some  other  name  and  you  have  made  no  inherent  gain.  There  is 
nothing  in  it  to  lead  us  to  expect  there  will  be  any  lower  price  or 
any  gam  to  the  consumer. 

The  Chairman.  In  making  that  statement  I  assume  you  are  not 
referring  to  staple  articles,  like  sugar  and  wheat,  where  there  is  the 
intervention  of  the  exchange  svstem,  or  brokerage  system,  under 
which  speculation  takes  place  in  the  warehouse  receipts  or  other 
documents  representing  the  article  itself? 

Mr.  Ingersoll.  You  are  right  in  that  assumption. 
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The  Chairman.  Of  course,  it  is  not  fair  to  assume,  I  suppose,  that 
even  there  the  transfers  that  take  place  do  not  serve  any  useful  pur- 
pose. But,  after  all,  I  think  most  people  agree  that  as  to  the  staple 
products  there  are  certain  other  factors  entering  in,  in  addition  to 
those  you  have  mentioned,  which  do  tend  to  increase  the  number  of 
turnovers  and  therefore  to  increase  the  cost  of  distribution. 

Mr.  Inoersoll.  But  I  think  you  will  agree  that  that  ^nerally  is 
practiced  in  what  I  distinguish  as  the  process  of  assembling  prior  to 
distribution.  It  is  in  getting  the  wheat  of  one  farm  joined  with  the 
wheat  of  another  farm,  until  you  get  it  to  the  elevators  and  assem- 
bled in  big  quantities,  and  so  on.  After  you  have  got  it  assembled, 
generally  speaking,  I  think  you  will  find  that  the  four  factors  remain 
quite  constant. 

The  Chairman.  Well,  you  have  substantially  the  corollary  of  your 
four  factors  at  the  other  end ;  you  have  the  producer  and  his  local 
elevator  or  local  shipping  associations;  and  you  have  the  terminal 
elevator  or  the  big  stockyards  at  Chicago  or  Minneapolis.  You  have 
those  two  agencies  between  the  producer  and  the  manufacturer,  so 
that  you  have  practically  the  same  sort  of  arrangement. 

Mr.  Inqersoll.  It  is  just  the  inverted  system;  yes.  Of  course,  if 
you  are  thinking  of  some  highly  specialized  businesses,  even  in  or- 
dinary manufactured  products  such  as  cottons  and  woolens  and  some 
of  those  things,  you  find  some  additional  factors  in  there.  You  will 
find  that  the  manufacturer  does  not  sell  to  the  wholesaler,  but  has  a 
commission  broker  in  New  York  or  in  some  big  center  who  handles 
the  entire  product  of  that  mill  as  a  mill  agent  and  sells  to  the  whole- 
salers throughout  the  country.  But  I  believe  those  are  legitimate 
operations  and  represent  necessary  work  and  a  net  economy,  or  else 
they  would  not  persist.  There  is  no  franchise  or  anything  of  that 
sort  attached  to  it,  and  if  it  were  not  the  best  system  it  would  be 
eliminated  by  competition. 

The  second  point  that  we  examine<l  into  was  this  question  of  elimi- 
nating unreasonable  or  unearned  profit.  It  is  true  that  in  nearly  all 
of  the  merchandise  ordinarily  handled  in  retail  stores  about  two- 
thirds  of  the  consumer's  price,  speaking  approximately,  goes  for 
something  else  than  the  original  physical  production  of  the  mer- 
chandise. It  is  a  spread  that  we  commonly  regard  as  being  devoted 
to  distribution,  and  we  think  of  it  as  profit  pocketed  by  the  retailer 
or  by  the  wholesaler.  And  that,  I  believe,  is  one  of  tne  very  great 
causes  for  this  dissatisfaction,  and  a  very  justifiable  dissatisfaction, 
with  the  existing  distributing  conditions.  I  think  one  of  the  reasons 
for  the  prevalent  dissatisfaction  is,  also,  so  many  of  the  claims  put 
forward  by  retailers  in  their  advertising  of  mark  downs  that  they 
claim  to  be  giving,  and  that  sort  of  thing,  which  spread  the  impres- 
sion that  under  ordinary  conditions  they  must  be  making  tremen- 
dous profits.  To  that  extent  I  think  that  the  retail  merchants  them- 
selves are  responsible  for  the  blame  that  attaches  to  them. 

The  Chairman.  You  think  that  when  a  merchant  advertises  at 
$46.50  a  suit  that  he  formerly  sold  for  $80  it  gives  the  impression 
that  he  must  have  been  making  a  big  profit  when  he  sold  at  $80,  if 
he  did? 

Mr.  Inoersoli..  I  think  so.  Of  course,  that  impression  emanates 
from  a  very  small  minority  of  the  merchants.    If  you  go  across  the 
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country  and  consider  that  we  have  in  excess  of  300,000  retail  stores 
in  the  United  States,  you  will  find  there  are  very  few  of  them  that 
advertise  in  any  organized  way  at  all  or  put  out  anj  such  claims 
as  that.  But  there  are  a  few  papers  published  in  ^ew  York  and 
Chica<ro  and  the  other  great  centers  that  blanket  the  whole  country 
pretty  well,  and  they  carry  full-page  announcements  every  day  from 
half  a  dozen  local  institutions  saying  these  things.  And  so  I  be- 
lieve that  the  advertisements  of  a  relatively  small  number  do  convey 
a  very  general  misapprehension  as  to  the  real  facts. 

Now,  it  becomes  inteiesting  to  examine  into  the  question  of  where 
that  other  two-thirds  of  the  dollar  goes  that  the  consumer  pays,  if 
it  does  not  go  for  the  goods,  and  what  chance  there  is  of  recovering 
it  for  the  benefit  of  the  consumer. 

Here  is  a  chart  representing  the  dollar,  divided  to  show  the  manu- 
facturing cost,  the  manufacturer's  selling  price,  the  jobber's  selling 
price,  and  the  retailer's  selling  price  for  the  goods  in  the  lines  i-epre- 
sented  by  my  investigation.  The  process  was  to  send  field  investi- 
gators out  into  the  various  sections  of  the  country,  and  having  the 
prices  at  which  the  manufacturer  sold — which  it  was  easy  enough  to 
obtain,  either  from  the  manufacturers  or  from  the  jobbers  who 
bought  from  them — to  find  out  what  the  retailer  paid  and  what 
he  sold  for ;  because  if  we  could  not  find  out  from  him  what  he  paid 
we  could  find  out  from  the  jobber.  And  so  we  built  up  a  mass  of 
data  from  which  these  deductions  [indicating  chart]  were  drawn. 

This  is  a  composite  statement,  representing  various  lines  of  busi- 
ness. That  is,  there  were  drug  stores,  hardware  stores,  jewelry  stores, 
furniture  stores,  clothing  stores,  haberdashers,  and  so  on.  Those 
things  vary,  but  this  was  taken  as  nearly  as  we  could  make  it  with 
what  material  we  had  to  work  with.  We  found  that  about  37  cents 
represented  the  manufacturer's  cost  to  produce,  that  the  manufac- 
turer spent  about*  12  cents  in  selling  expenses,  and  made  a  profit 
of  about  4  cents  on  the  dollar ;  that  the  wholesale  expense  for  doing 
business  was  about  10  cents,  and  the  wholesaler's  profit  was  about 
3  cents  out  of  the  dollar ;  that  the  retailer's  expense  was  28  cents,  and 
his  profit  was  about  6  cents  out  of  the  dollar. 

The  Chairman.  You  have  not  anything  in  there  representing 
freight  costs? 

Mr.  Inoersoll.  No  ;  not  separately. 

The  Chairman.  Is  that  included  in  the  item  of  expense  of  doing 
business  ? 

Mr.  Inoersoll.  Yes;  that  is  included;  for  instance,  the  whole- 
sale merchant's  cost  includes  the  cost  of  the  merchandise  and  the 
freight  and  delivery  and  evervthing  that  enters  into  it. 

The  striking  thing  about  tliis,  apart  from  the  small  part  of  the 
dollar  that  went  into  the  original  production,  is  that  we  have  here 
[indicating  on  chart]  28  cents  for  the  expense  of  doing  business  and 
10  cents  for  expense  of  doing  business,  wliich  makes  38  cents. 
Then,  here  we  have  12  cents,  which  makes  50  cents  for  the  cost  of 
doing  business,  apart  from  the  cost  of  making  the  thing.  Further, 
Me  see  that  the  total  profits  come  to  13  cents  out  of  the  dollar. 

So  that  unless  somebody  could  find  some  way  of  making  economies 
which  do  not  exist  in  the  system,  if  the  cooperatives  were  able  to  do 
business  without  any  profit,  or  if  the  department  stores  or  chain 
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stores  were  able  to  do  so,  the  gross  saving  possible  would  be  18  per 
cent.    That  is,  provided  they  could  do  business  without  any  profit. 

The  Chairman.  If  they  did  business  with  the  same  degree  of 
efficiency  and  made  no  profit  whatever,  the  maximum  saving  would 
be  13  cents  on  the  dollar? 

Mr.  Inoersoll.  Exactly.  Now,  as  a  matter  of  fact,  the  oppor- 
tunity for  saving  is  not  in  the  profit,  which  is  the  thing  that  so  manv 
people  get  mad  about.  No  one  can  really  complain  of  those  profits 
very  seriously.  The  opi^ortunity  for  saving,  if  any  exists,  is  in 
reducing  these  terrible  expenses  of  doing  business — 28,  12,  and  10. 
Half  of  the  dollar  goes  into  expense,  which  you  can  not  eat  or  wear. 

The  opportunity  for  that  saving  consists,  I  think,  primarily  in 
•the  point  you  touched  upon  in  a  question  asked  early  m  the  aifter- 
noon — the  relation  between  the  investment  and  the  volume  of  sales. 
But  before  we  go  into  that,  which  is  the  final  point  I  have  to  make, 
and  possibly  is  the  suggestion  of  any  value  to  come  from  any 
contribution  I  can  make,  and  so  far  as  I  know  of  any  inquiry  that 
you  can  carry  out,  I  think  it  is  interesting  to  note 

The  Chairman  (interposing).  If  I  may  interrupt  there,  that 
division  would  substantially  pertain,  regardless  of  the  price  level 
that  obtained  at  the  time  ? 

Mr.  Ingersoli^  Yes,  sir. 

The  Chairman.  Your  price  named  might  be  relatively  high  or 
relatively  low  as  compared  to  the  average — I  mean  might  be  rela- 
tively high  or  relatively  low  on  any  given  period? 

Mr.  Inoersoll.  Yes,  sir. 

The  Chairman.  But  the  same  ratio  of  cost  would  obtain  for  any 
price  level  ? 

Mr.  Inoersoix.  It  did.  You  take  it  throughout  the  war,  and,  of 
course,  there  was  some  profiteering  and  some  jockeying  of  prices, 
but  much  less  than  is  popularly  supposed,  and  yet  enough  to  cause 
a  good  deal  of  dissatisfaction,  but  the  retail  merchant  made  some 
change  on  the  upward  trend  in  the  market.  If  he  was  a  good  mer- 
chant, he  advanced  the  price  of  his  goods  on  hand  when  the  cost  of 
replacing  them  went  up.  so  that  he  might  profit  on  anything  he 
had  in  his  store  as  of  that  time  as  against  the  time  when  stocks  went 
down,  for  if  he  had  stocks  on  hand  when  prices  went  down  and 
some  competitor  then  was  buying  at  a  lower  price,  no  man  .would  pay 
him  any  more  than  the  current  value  elsewhere  and  he  must  sell 
those  stocks  at  a  sacrifice. 

The  Chairman.  Do  vou  think  that  kind  of  practice  was  verv  prev- 
alent? 

Mr.  Ingersoi.l.  Not  nearly  so  prevalent  as  it  ought  to  have  been 
as  a  matter  of  sound  merchandising,  but  it  was  a  practice  that  was 
followed  by  all  the  big  stores,  all  the  department  stores  and  chain 
stores,  and  the  more  exj^ert  and  enlightened  merchants. 

The  Chairman.  We  had  a  gentleman  here  the  other  day,  repre- 
senting one  of  the  largest  retail  stores  in  the  country,  and  he  told  us 
they  did  not  do  that. 

ilr.  Ingersoll.  I  would  not  be  prepared  to  say  they  did  not  do 
that.  Perhaps  I  did  use  the  word  "  all,''  and  when  I  used  it  I  meant 
to  say  the  great  majority.  And  I  feel  as  though  I  speak  with  knowl- 
edge^ because  I  was  in  contact  during  that  period  with  a  very  large 
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number  of  the  most  competent  merchants  in  the  country.  It  was  a 
big  question — what  was  the  right  thing  to  do.  We  were  engaged  in 
war,  and  there  was  a  good  deal  to  be  considered,  and  there  were  even 
questions  of  patriotism  concerned  in  the  subject,  and  it  was  very 
necessary  to  get  the  views  of  the  leaders  in  business  and  decide  what 
the  proprieties  called  for. 

It  was  the  consensus  of  opinion  that  the  only  way  to  save  the 
wreckage  of  failures  after  the  war  was  for  those  merchants  to  build 
up  a  reserve  at  the  time,  because  they  had  no  reserves  and  there  was 
bound  to  be  a  period  of  deflation  after  the  war;  there  would  be 
heavy  purchasing  when  everything  was  short,  and  then  there  would 
be  a  time  when  merchants  would  &b  caught  long  with  stocks  at  high 

E rices,  and  the  only  way  they  could  weather  the  liquidation  would 
e  to  build  up  a  reserve  on  the  upward  trend  of  the  market. 

Mr.  Chairman,  were  you  asking  some  questions  about  this  subject 
that  I  did  not  answer? 

The  Chairman.  No;  I  think  you  covered  the  question  I  haxl  in 
mind. 

Mr.  Ingersoll.  There  are  two  things  that  will  be  important  to 
have  brought  out  here: 

(1)  Long  before  the  war  period  there  had  been  a  steady  and 
marked  increase  in  the  cost  of  doing  business  and  which  is  reflected 
in  the  cost  of  living.  It  seems  rather  insignificant  and  moderate  as 
we  look  back  on  it  now,  considering  what  happened  since  1914  and 
1915  in  this  country,  but  prior  to  that  time  there  had  been  a  steady 
advance  in  the  cost  of  doing  business.  For  example,  in  the  case  of 
department  stores  in  1890  the  overhead  expense  of  a  typical  depart- 
ment store  doing  an  annual  business  of  about  $17,000,000  a  year, 
was  15  per  cent.  And  that  had  mounted  up  almost  at  a  steady  ratio 
until  in  1913  it  had  reached  the  point  of  26  per  cent.  That  was  be- 
fore the  war  or  anything  else  of  an  extraordinary  nature  had  affected 
costs.    It  had  well-nigh  doubled. 

If  you  take  an  ordinary  dry-goods  store  in  a  moderate-sized  town, 
a  store  doing  a  business  of  $150,0(X)  a  year,  and  that  is  a  good  healthy 
store  in  such  a  town,  if  you  know  about  an  ordinary  small  town  dry- 
goods  store ;  its  cost  of  doing  business  went  from  8  per  cent  in  1890 
up  to  about  17  per  cent  in  1913. 

And  if  you  take  the  small  store,  the  ordinary  little  retail  store, 
the  drug  store  and  hardware  store  and  notion  store,  and  even  the 
grocery  store,  doing  a  business  of  $25,000  a  year,  which  is  the  ordi- 
nary volume,  its  cost  of  doing  business  went  from  about  7  per  cent  in 
1890  to  about  16  per  cent  in  1913. 

The  Chairman.  Did  you  make  any  analysis  of  that  increase  to 
show  where  it  occurred — what  items  it  occurred  in  ? 

Mr.  Ingersoll.  Yes,  sir ;  we  made  an  analysis  of  that,  and  I  have 
the  figures,  but  I  do  not  think  I  have  them  with  me.  That  increase 
occurred  very  largely,  as  I  recall  it,  in  cost  of  labor — clerk  hire. 

The  Chairman.  Such  figures  as  we  have  been  able  to  get,  going 
back  over  past  years  very  superficially--on  my  part,  at  least — rather 
indicate  that  the  cause  of  the  increase  spread  out  in  all  directions. 
You  can  not  put  your  finger  on  any  particular  place  and  say,  "  Here 
is  where  the  increase  took  place,  and  this  is  the  place  you  want  to 
cut  down,  this  is  the  place  where  you  can  make  a  saving,"  but  you 
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find  an  increase  all  along  the  line — cartage  charges,  freight  charges, 
clerk  hire,  and  everything  else. 

Mr.  IxGERsoLL.  Oh,  yes.  I  do  not  regard  any  figures  in  subjects 
of  this  sort  collected  since  1914  and  1915  to  be  true  barometers  of 
anything  I  can  think  of.  That  is,  there  have  been  so  many  abnormal 
conditions  in  connection  with  supph^  and  demand  that  lio  ordinary 
working  could  be  based  on  conclusions  from  what  happened  in  this 
very  abnormal  period.  In  other  words.  Mr.  Chairman  and  gentle- 
men of  the  commission,  it  was  no  credit  to  me  as  manager  of  sales  and 
advertising  to  increase  my  business  in  1918  or  1919  when  every  man, 
woman,  and  child  was  simply  shouting  for  goods,  and  it  was  only  a 
question  whether  my  factory  could  furnish  them  to  me  or  not.  I 
was  entitled  to  no  credit  for  increasing  sales  or  profits.  Nor  did  it 
signify  anytliing  that  sales  in  Cleveland  increased  and  sales  in 
Philadelphia,  say,  fell  off.  It  was  only  a  question  of  friendship 
with  a  bookkeeper  or  shipping  clerk  or  something  of  the  sort.  There 
is  nothing  in  written  records — in  books — to  disclose  as  to  what  may 
be  expected  from  what  happened 'in  that  time.  In  this  earlier  period 
for  which  I  have  just  quoted  rising  expenses  it  was  entirely  different; 
everybody  had  goods  and  was  anxious  to  ship  them.  It  was  not  a 
matter  of  favoritism  as  to  who  would  get  your  goods,  but  the  ques- 
tion was:  Is  he  rated  well  enough  to  pay  for  them? 

The  point  to  be  gotten  from  this  chart  is,  there  was  an  increase  in 
cost  of  doing  business  prior  to  1914 — these  figures  go  from  1890  to 
1913 — and  it  was  a  very  material  increase  in  cost. 

And  the  other  thinp  to  note  from  this  is  the  very  marked  difference 
in  cost  of  doing  business  when  you  compare  the  big  store  with  the 
small  store ;  the  little  stores  are  economical  so  far  as  cost  of  operation 
goes.    The  big  store,  as  you  w  ill  see  on  the  chart,  started  with  an  ex- 

Sense  of  15  per  cent  as  against  7  per  cent  for  the  small  gtore,  or  about 
ouble,  and  now  the  big  store  has  an  expense  of  about  26  per  cent  as 
against  an  average  of  about  15  per  cent  for  the  smaller  store. 

The  Chairman.  What  is  the  basis  for  this  line  [pointing  on  chart!  ; 
is  it  sales? 

Mr.  IxGERsour..  It  is  cost  of  doing  business  against  volume  of  sales: 
that  is,  percentage  of  expense  of  operation  against  the  amount  of 
goods  sold,  value  of  goods  sold. 

The  Chairman.  It  would  seem  as  though  the  volume  in  the  larger 
store  ought  to  bring  that  line  down? 

Mr.  Ingersoll.  You  are  expressing  again  a  very  popular  theory. 
You  are  probably  doing  what  a  great  many  people  naturally  do- 
concluding  that  inasmuch  as  large  scale  manufacturing  is  economical 
that  large  scale  distribution  is  also  economical.  But  the  inherent 
problems  in  the  two  things  are  so  different  that  you  can  not  compare 
them.  In  the  one,  production  is  the  problem  ot  organization  under 
one  discipline  and  control — machinery,  and  so  on — so  that  it  can  up 
to  a  certain  point  be  more  efficiently  conducted  on  a  big  scale  than 
on  a  small  one,  although  it  should  not  be  overlooked  that  there  is  a 
point  where  this  efficiency  goes  down  again. 

In  the  case  of  distribution  comes  the  question  of  going  out  to  peo- 

?le  whom  you  can  not  control  and  can  not  order  to  do  anythini?. 
'ou  must  appeal  to  them  to  buy  from  you.     You  must  comer  them 
where  you  find  them,  and  offer  theni  service  and  price  and  all 
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manner  of  things;  and  in  the  very  nature  of  distribution  the  man 
who  can  get  closest  to  the  fellow  he  wants  to  sell  to  can  do  his  selling 
at  the  lowest  cost.  And  .the  neighborhood  store,  which  does  not  have 
to  advertise  against  the  natural  barrier  of  distance,  to  whose  doors 
the  people  from  the  village  and  the  surrounding  country  come  and 
buy  and  meet  the  owner  face  to  face,  and  which  owner  does  not  have 
to  spend  barrels  of  money  on  large  pages  in  the  newspapers  and  send 
expensive  delivery  wagons  20  miles  to  deliver,  perhaps,  a  spool  of 
thread;  and  which  does  not  have  to  have  an  immense  organization  of 
people  to  watch  the  people  that  are  selling  goods  to  see  that  they 
turn  in  all  the  money  and  do  not  take  away  merchandise.  I  say, 
such  a  store  does  not  have  the  problems  of  inertia  that  result  in  the 
case  of  the  big  organization,  nor  does  it  have  the  expense  and  diffi- 
culty that  results  from  absentee  ownership ;  that  is,  delegated  man- 
agement and  authority. 

Those  are  the  things  which  make  for  larger  expense  in  the  case 
of  the  big  store,  and,  of  course,  it  could  not  compete  with  the  little 
store  if  it  were  not  for  the  advantage  of  10  per  cent  or  15  per  cent 
or  20  per  cent  in  the  buying  cost.  That  is  where  it  evens  up  and 
takes  care  of  the  increased  cost  of  operation  over  the  little  store. 

The  Chairman.  How  large  a  factor  is  service  space  in  the  case  of 
the  large  store  ? 

Mr.  Ingersoll.  What  do  vou  mean  by  that  ? 

Mr.  Paull  (secretary  to  tlie  commission).  Reading  rooms  and  rest 
rooms  and  other  things  of  that  kind  is  what  Chairman  Anderson  no 
doubt  has  in  mind. 

Mr.  Ingersoll.  Oh !  It  is  not  a  big  factor.  I  should  think  possi- 
bly it  represented  1  per  cent  or  maybe  2  per  cent — no,  not  2  per  cent 
but  possibly  1  per  cent.  But  you  can  not  measure  those  things  on  the 
basis  of  cost  alone.  You  have  to  know  how  much  trade  that  brings, 
how  much  business  the  store  does  that  provides  such  conveniences  and 
how  much  trade  they  add. 

The  Chairman.  1  suppose  also  you  have  to  consider  the  character 
of  the  public  the  store  caters  to  ? 

Mr.  Ingersoll.  Yes.  One  of  our  big  stores  in  New  York  which 
claims  to  undersell  all  other  stores  by  10  per  cent  gives  its  answer  if 
you  ask  them  on  what  basis  they  are  able  to  do  it :  We  sell  for  cash 
only.  If  you  ask  them :  AVhy  are  you  so  much  more  expert  than  all 
these  other  great  stores?  They  will  answer:  We  sell  for  cash  only. 
If  you  ask  how  much  are  the  losses  in  the  case  of  credit  extended  by 
other  stores  you  will  find  they  run  from  one-half  of  1  per  cent  to 
perhaps  1  per  cent,  varying  in  different  stores. 

How  can  you  account  for  this  claim  of  selling  10  per  cent  cheaper 
than  other  stores,  then?  Let  us  look  at  the  other  side  of  the  picture. 
How  many  people  do  they  shut  away  from  their  store  entirelv  by 
reason  of  the  fact  that  they  do  not  extend  credit.  How  much  busi- 
ness do  they  fail  to  get,  perfectly  good  business  but  simply  because  * 
people  do  not  want  to  carry  cash  to  the  store?  It  is  very  doubtful 
whether  there  is  any  saving.  Still,  in  a  place  as  large  as  New  York 
there  is  room  for  different  policies.  One  set  of  policies  will  fit  one 
place  and  another  another  place. 

I  myself  never  purchased  anything  there,  and  my  family  never 
have,  and  quite  largely  because  they  have  no  credit  system  and  it  is 
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not  convenient  to  think  ahead  just  what  you  are  going  to  buy,  just 
what  it  is  going  to  cost,  and  carry  the  cash,  and  have  no  recora  of 
what  you  spent  your  money  for,  and  so  on. 

I  know  there  are  many. patrons  whose  business  is  lost  to  that  store 
by  reason  of  that  policy,  and  therefore  that  policy  by  no  means  in- 
dicates all  gain  and  no  loss. 

The  two  things  then  have  been,  risins:  cost  of  doing  business,  and 
it  costs  the  large  store  quite  considerably  more  than  the  small  store 
to  operate  and 

The  Chairman.  Is  that  shown  on  that  chart? 

Mr.  Ingersoll.  On  this  next  chart  is  quite  a  little  more  detail 
about  the  average  cost  of  doing  business,  showing  different  lines  I 
have  talked  about,  because  there  are  many  different  lines  of  business 
in  the  dissection  of  the  dollar.  Here  is  the  department  store,  the 
variety  store,  the  hardware  store,  the  dry  goods  store,  the  boot  and 
shoe  store,  the  furniture  store,  the  jewelry  store,  and  so  on. 

The  operating  cost  of  the  department  store  is  higher  than  that  of 
any  other  except  the  jewelry  stoi^.  If  you  compared  the  cost  of  the 
jewelry  department  in  the  department  store,  taking  it  by  itself, 
with  the  jewelry  store,  vou  would  have  a  considerably  increased  cost 
of  operation  for  that  department.  This  ranges  from  about  16  per 
cent  for  cost  of  doing  business  in  the  case  of  the  grocery  store  up 
to  about  27  per  cent  or  28  per  cent  in  the  case  of  the  jewelry  and 
department  stores. 

I  will  leave  with  you  copies  of  these  chails,  if  you  care  to  have 
them. 

The  Chairman.  We  will  be  very  glad  to  have  them. 

Mr.  Ingersoll.  The  second  proposition  that  we  started  out  with 
was  to  find  out  whether  there  was  any  way  of  eliminating  unreason- 
able or  unearned  profits.  From  an  examination  we  made  of  the 
profits,  I  will  say  that  it  is  not  profits  that  offer  an  oppoitunity  for 
saving,  but  it  is  expense  and  waste  included  in  expenses.  It  seems 
quite  absurd  that  out  of  the  dollar  28  cents  should  be  spent  by  the 
retailer  in  passing  an  article  across  his  counter,  so  to  speak.  If  we 
could  increase  the  efficiency  of  the  merchant,  why,  we  have  not  onlv 
the  profit  but  the  50  cents  of  expense  to  cull  from  in  making  sales. 
It  is  a  question  of  increasing  the  efficiency  of  the  distributor  that 
should  be  looked  at,  and  the  most  direct  hope  is  to  teach  him  a  few 
primary  requirements  of  merchandising. 

If  you  will  think  back  and  take  into  consideration  a  few  stores 
you  know  of  and  how  they  came  to  be  doing  business  and  what  the 
preparation  and  qualifications  of  the  storekeepers  for  their  job  are. 
you  will  come  upon  one  of  the  primary  reasons  for  this  waste  or 
high  cost,  and  it  is  not  going  to  do  any  good  to  merely  damn  the 
distributor  and  say,  "  We  are  ^oing  to  eliminate  him,  and  going  to 
do  this,  that,  and  the  other  thing,  and  bring  about  the  millenium.^ 
Things  worth  while  do  not  come  so  easily  as  that.  It  is  not  change 
of  ownership  or  any  other  hocus  pocus  or  shuffling  of  the  cards  that 
is  going  to  get  that  result.  It  has  got  to  come  by  good,  hard-earned 
thought  and  work. 

The  waste  that  is  going  on  is  not  eliminated  by  the  cooperatives. 
It  is  not  done  by  any  good  intentions.  I  do  not  care  how  religious 
a  manager  might  be  that  you  put  over  a  store,  if  he  does  not  know 
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how  to  run  the  store  his  good  intentions  are  not  going  to  effect  any 
economies  in  distributing  expense.  It  is  •'  know  how  "  coupled  with 
other  qualifications. 

And  there  has  been  no  place  where  anybody  wlio  wanted  to  learn 
the  merchandising  business  could  get  preparation.  If  you  are  a 
lawyer,  you  have  the  organized  knowledge  of  everybody  who  has 
been  engaged  in  law  for  generations.*  I  happen  to  be  an  engineer, 
and  in  my  preparation  I  had  an  opportunity  to  get  all  that  has  been 
done  from  J3enjamin  Franklin's  time  down  in  the  line  of  organized 
knowledge  applied  to  electrical  engineering. 

We  do  not  allow  a  doctor  to  practice  his  profession  without  he 
satisfies  society  in  some  manner  of  his  qualincations.  We  do  not 
allow  a  lawyer  to  practice,  and  we  do  not  even  allow  an  engineer  to 
put  "E.  E."  after  his  name  until  he  has  satisiSed  society  oy  some 
prescribed  method  that  he  is  qualified  for  his  job. 

But  every  man  who  has  failed  at  everything  else  can  set  up  a 
comer  store  and  add  to  the  number  of  people  who  have  got  to  be 
supported  out  of  the  distributing  system.  Anybody  considers  him- 
self qualified,  if  he  fails  at  every  other  thing  under  the  sun,  either 
to  take  a  job  on  the  road  as  salesman  or  to  set  up  a  store.  If  we 
examine  how  expenses  come  about,  and  take  28  per  cent  for  expense 
as  typical  of  operation  of  a  store,  and  examine  the  details,  we  will 
see  where  there  is  some  hope  of  getting  it  down  to  some  reasonable 
basis.  This  third  chart  represents  the  composite  of  expenses  going 
into  the  stores  that  have  the  higher  operating  €Osts. 

The  Chairman.  You  are  talking  now  about  retail  stores? 

Mr.  Inoerboll.  Yes;  retail  stores.  I  have  divided  them  into  two 
classes — these  expenses,  I  mean.  One  I  call  time  expenses,  and  they 
are  expenses  that  run  on  account  of  length  of  time  involved  in 
transactions,  and  the  other  I  have  called  labor  expense,  which  is  the 
buving,  clerk  hire,  and  so  forth. 

It  so  happens  that  these  exjjenses  divide  equally,  making  14  per 
cent  of  the  expenses  for  time  expense  and  14  per  cent  for  labor 
expense.  A  typical  expense  for  rent  is  6  per  cent.  That  is  pretty 
nearly  the  average  ordinary  rent  expense.  By  the  way,  I  should  have 
said  that  this  chart  is  headed  so  as  to  cover  one  turnover  a  year. 
That  is,  if  a  store  has  to  have  $30,000  worth  of  goods  in  stock  to  do 
$30,000  worth  of  business  a  year,  it  is  what  we  call  one  turnover  a 
year.  It  means  it  only  moves  its  stock  off  its  shelves  once  in  12 
months.  Therefore,  it  has  to  pay  rent  averaging  on  everything  for 
one  year,  which  is  6  per  cent.  And  it  has  to  charge  interest  at  6  per 
cent  on  its  investment  in  stock,  this  being  the  normal  rate.  Heat, 
light,  and  insurance  and  those  incidentals  ordinarily  total  2  per  cent, 
which  makes  14  per  cent  on  account  of  time. 

But  we  have  here  labor  expense.  Buying  and  traveling  to  market, 
about  1  per  cent.  Clerks,  sales  people  m  the  store,  about  8  per  cent. 
Advertising,  about  2  per  cent.  Expressage  and  delivery  and  sun- 
dries, about  1  per  cent.  Breakage,  loss,  and  obsolescence,  about  2 
per  cent.  There  is  a  total  of  14  per  cent  for  that  section,  or  a  grand 
total  of  28  per  cent  for  expenses. 

I  want  to  call  your  attention  to  what  happens  if  you  leave  all  of 
your  labor  expense  the  same  and  simply  speed  up  the  turnover  or 
the  time.    If  you  can  get  a  man  to  do  this  $30,000  worth  of  business 
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on  a  if*5,000  investment  instead  of  a  $80,000  investment,  then  against 
any  dollar's  worth  of  stock  he  only  has  to  charge  1  per  cent  or  one- 
sixth  of  his  year's  rent.  And  his  interest  instead  of  being  6  per  cent 
for  the  year  is  6  per  cent  for  two  months,  or  1  per  cent. 

And  his  heat  and  light  becomes  one-third  of  1  per  cent.  So  simply 
by  increasing  his  turnover  you  have  cut  his  time  expense  from  14 
per  cent  to  2J  per  cent.  That  is  as  much  practically  as  all  the  profits 
that  exist  in  the  hands  of  three  distributors  on  the  other  chart.  In 
other  words,  that  one  thing  would  save  the  consumer  or  would  make 
it  possible  to  save  the  consumer  as  much  as  all  the  profits  we  think 
we  are  going  to  group  by  eliminating  the  middleman  or  to  run  co- 
operative stores.  That  assumes  that  these  other  things  would  neces- 
sarliy  remain  the  same. 

The  Chairman.  That  is,  your  lal>or  item  ? 

Mr.  Ingersc)ij>.  Yes;  or  the  one  most  interesting.  As  a  man  who 
has  advertised  goods  for  a  great  many  years  and  created  a  market 
for  them  and  a  readiness  on  the  part  of  consumers  to  buy  them.  I 
think  it  is  simply  fooling  ourselves  to  leave  that  at  14  per  cent,  be- 
cause when  goods  sell  so  easily  that  they  turn  four  times  a  year  any- 
one of  us  knows  that  there  is  not  as  much  clerk  expense,  there  is  not 
as  much  labor  in  selling  such  an  article,  say  the  Ingersoll  watch,  as 
there  is  in  selling  something  that  people  do  not  know  about  and  th^t 
you  have  to  take  down  off  the  shelf  and  explain  and  elaborate  upon 
and  consume  a  clerk's  time  and  effort  upon. 

Therefore  it  would  be  entii"ely  legitimate  to  make  a  considerable 
reduction  also  on  account  of  labor  expense  in  the  case  of  increase  in 
turnover  and  ease  of  sale.  But  this  chart  is  merely  to  illustrate,  and 
I  think  the  ])oint  is  brought  out  by  this  chart. 

So  far  as  the  facts  of  the  matter  go,  it  may  sound  preposterous  to 
jump  from  one  turnover  a  year  to  six  turnovers  a  year.  But  I  have 
seen  a  good  many  instances  where  a  thing  of  tliat  sort  has  been  ac- 
complished, and  even  more  extreme  things.  I  know  of  one  druf^ 
store  that  came  quite  conspicuously  under  my  observation,  which  was 
considered  a  fairly  successful  store,  a  drug  store  doing  in  the  neigh- 
borhood of  about  $(>().()0()  of  business  a  year,  and  it  had  something  in 
excess,  I  believe,  of  $.'U).(K)()  of  stock  on  hand,  or  did  about  two  turn- 
overs a  year,  and  was  considered  as  an  ordinarily  successful  and 
satisfactory  store.  A  friend  of  mine  purchased  it.  He  boosted  that 
business  uj)  so  that  they  got  10  turnovers  a  year  instead  of  2.  In 
other  words,  he  multiplied  the  rate  of  turnover  bv  five.  And  if  yon 
applied  that  possibility  to  stores  which  are  less  elScient  than  the  one 
he  purchased  was  even  before  he  took  it,  6  turnovers  a  year  is  not 
l)eyond  question  nor  beyond  what  is  being  done  fi-equently,  and  the 
number  sometimes  climbs  to  12. 

I  have  traveled  quite  a  good  deal  and  talked  with  merchants  in 
investigating  this  subject.  I  recall  very  well  being  up  in  a  little 
town  in  New  York  State  in  1914,  the  latter  part  of  the  3"ear,  when 
business  was  so  terribly  flat,  just  after  the  European  war  started  and 
before  war  orders  began  to  boom  things  in  this  country.  We  went 
through  town  after  town  and  heard  only  the  most  mournful  tales 
from  retail  merchants  on  account  of  slack  business  conditions.  I 
spent  nearly  half  a  dav  in  one  store  talking  to  a  man  in  a  little  town 
called  Franklin  Post  Office,  Xew  York  State.    That  is  between  Utica 
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and  Kin^on.    I  stayed  thei-e  a  lon<?  time  and  chatted  with  this  man 
about  conditions. 

I  was  asking  him  how  much  business  he  did  a  year.  Well,  he 
didn't  know,  but  he  judged  he  did  about  $10,000  of  business  a  year. 
He  said  he  could  give  me  some  idea  if  he  would  go  back  and  add 
up  his  check  book,  covering  the  checks  he  sent  out  for  goods  he 
bought,  but  that  was  about  the  only  way  he  had  to  arrive  at  his 
volume  of  sales.    He  overlooked  entirely  the  fact  that  he  had  some 

foods  to  start  with  and  had  some  goods  at  the  end  of  the  year,  that 
is  cost  price  was  not  his  selling  price,  and  that  he  had  no  uniform 
market.  I  asked  him  how  much  goods  he  had  in  stock.  He  said 
he  didn't  know,  but  guessed  he  had  about  $10,000  worth.  I  asked 
if  he  had  an  inventory.  He  said,  "  Well,  no ;  I  did  take  an  inventory 
three  or  four  years  ago,  just  so  I  would  have  it  in  case  of  fire,  but 
never  did  total  it  up,  but  if  I  was  burned  out  I  could  present  a  claim." 

I  stayed  several  hours  talking  to  this  man,  as  I  have  stated,  who 
was  a  very  intelligent  but  untrained  man,  not  qualified  so  far  as 
retailing  was  concerned.  I  said  to  him  :  "  Xow,  Mr.  So-and-so,  what 
is  it  that  you  keep  up  on  those  front  shelves?"  He  asked  what  I 
meant.  I  told  him  that  since  we  had  been  talking,  there  had  been 
17  people  in  the  store  and  not  one  had  come  farther  back  than  those 
first  two  rows  of  shelves.  And  I  asked  him  what  he  had  there.  He 
replied  that  it  was  nothing  particular.  But  I  found  it  was  just 
what  the  people  asked  for. 

Prior  to  that  moment  he  and  I  had  gone  over  and  made  rough 
estimates  of  the  value  of  the  stock  and  the  number  of  tiers  of  shelves. 
In  taking  this  stock  out  we  found  that  he  had  there  such  things  as — 
well,  I  remember  one  item  was  a  number  of  those  old  silver-plated 
vinegar,-  salt,  and  pepper  castors.  I  asked  him  when  he  got  those. 
He  said  he  reckoned  he  had  had  them  20  years  in  stock  then.  His 
money  is  worth  6  per  cent  a  year,  anyway.  I  told  him  they  had  been 
eating  their  heads  off  on  those  shelves  all  that  time. 

We  pulled  off  the  shelves  lots  of  other  obsolete  goods  he  was  still 
carrying  on  the  imaginary  inventory  he  had. 

The  storekeeper  looked  at  me  with  amazement  when  I  told  him 
there  had  been  17  people  in  and  none  had  come  back  beyond  the  first 
two  rows  of  shelves.  He  seemed  to  think  I  was  an  automatic  adding 
machine.  We  then  went  and  examined  what  he  had  on  those  shelves. 
The  articles  included  soda  crackers  and  tobacco  and  all  kinds  of 
things  mixed  together,  but  the  things  that  really  were  in  populnr 
demand  were  in  front.  And  the  funny  part  of  it  was  that  he  put 
them  all  up  there  instead  of  putting  them  in  the  back  end  of  the 
store  to  cause  people  to  go  back  past  other  merchandise  which  they 
could  see  and  might  buy.  His  idea  was  not  to  let  anybody  get  any 
farther  back  in  the  store  than  they  had  to  go. 

Now,  gentlemen  of  the  commission,  that  is  not  such  an  exaggerated 
illustration  as  it  might  appear. 

I  went  to  one  of  the  finest  jewelry  stores  in  one  of  the  better  cities 
in  Ohio.  I  mean  a  city  like  Dayton  and  Akron,  and  the  dealer 
canRied  a  stock  of  over  $75,000  to'  do  a  business  of  $60,000  a  year. 
It  was  a  very  fine  shop,  with  beautiful  fittings  and  carrying  a  nice 
line  of  diamonds  and  all  other  items,  but  there  was  no  merchandising 
instinct  on  the  part  of  the  proprietor  and  no  capacity  to  move  goods, 
and  of  course  his  operating  cost  was  very  high. 
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The  thing  I  am  coming  to  is  this:  I  believe  the  day  will  arrive 
when  it  will  be  considered  the  time  has  come  to  say  to  a  man  before 
he  can  set  himself  up  as  a  distributor,  before  he  can  practice,  that  he 
shall  qualify  in  some  way  satisfactory  to  society  as  to  his  fitness. 
Whether  it  will  be  a  degree  given  by  a  school,  or  what  it  is  going  to 
be,  how  vou  are  going  to  prepare  people  for  that  business,  1  do  not 
know.  6ut  I  call  your  attention  to  this  situation,  and  it  seems  to 
me  that  there  is  great  hopefulness  from  such  an  investigation  or 
inquiry  as  you  are  making,  or  I  hope  you  are  going  to  make.  And 
it  seems  to  me  if  enough  study  and  thought  is  given  to  what  is 
brought  out  in  your  hearings  you  will  perhaps  agree  with  the  con- 
clusions I  have  arrived  at  in  my  limited  way  that  some  movement 
starting  from  some  initial  center,  such  as  this,  should  be  set  on  foot 
to  make  people  appreciate  that  this  is  not  a  catch  as  catch  can  propo- 
sition, this  matter  of  merchandising ;  that  it  is  at  bottom  a  matter  of 
skill  and  knowledge  and  that  there  are  some  fimdamental  principles 
which  ought  to  be  recognized  and  understood ;  that  these  many  stag- 
nant stocks  should  not  exist,  and  that  attention  to  turnover  must 
be  given,  and  then  attention  given  to  the  things  that  will  make 
turnover,  which  is  result,  not  cause.  That  is,  almost  no  merchants 
have  an  understanding  of  accounting,  and  particularly  of  statistical 
accounting,  and  cost  keeping.  They  do  not  know  how.  They  are 
traveling  in  the  dark.  No  wonder  a  large  part  of  them  fail,  and 
they  are  more  or  less  all  on  the  edge  nearly  all  the  time  because 
they  have  no  definite  idea  of  figures.  The  Federal  Trade  Commis- 
sion has  illuminating  data  on  this  point. 

You  heard  it  brought  out  by  Gov.  Miller  this  morning  in  connec- 
tion with  the  work  of  the  Federal  reserve  bank  of  Kansas  City, 
that  the  status  of  the  farmer — and  I  think  you  brought  it  out  your- 
self. Mr.  Chairman — is  such  that  he  can  not  make  a  statement  to  a 
bank  that  warrants  a  bank  in  lending  him  money.  He  has  no  books. 
He  is  not  in  an  enlightened  position  as  to  his  own  condition.  The 
retail  merchant  is  in  the  same  situation.  As  a  matter  of  fact,  I  do 
not  believe  that  5  per  cent  of  the  retail  merchants  are  able  to  make 
a  valid  income  tax  return.  If  you  would  really  exaraiine  the  income 
tax  statement  of  a  retail  merchant  I  am  quite  convinced  not  more 
than  5  per  cent  of  them  would  be  found  to  be  based  upon  accurate 
books.  And  I  can  speak  with  some  knowledge  on  this  point  be- 
cause I  had  the  privilege  of  setting  up  an  accounting  sj'stem  for 
three  large  branches  of  retail  trade — the  jewelry  trade,  the  boot 
and  shoe  trade,  and  the  hardware  trade.  T  have  worked  with  those 
merchants  a  great  deal  to  get  them  to  adopt  cost-accounting  methods. 
But  just  to  start  out  and  spread  an  appreciation  of  the  fact  that  a 
merchant  is  not  conducting  intelligently  his  enterprise  unless  he  has 
knowledge  of  the  elementary  facts  concerning  his  own  operations 
at  least  and  has  enough  knowledge  of  accounting  and  cost  keeping 
to  keep  track  of  his  condition,  it  would  do  a  great  deal  of  good. 

Then  of  course  the  merchant  should  be  taught  stock-keeping  meth- 
ods, how  to  keep  stock,  how  to  keep  from  running  out  of  stock.  He 
should  know  how  much  to  order.  Almost  all  of  their  buying  isrilone 
on  very  broad  conjecture.  Very  few  of  them  have  enough  records 
so  that  they  can  start  out  at  the  beginning  of  the  year  and  say,  **in 
such  and  such  little  department  of  my  store  I  am  going  to  do  so 
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much  business  because  I  did  so  much  last  year  and  so  much  the  year 
before,''  not  knowing  that  they  have  no  basis  for  belief  that  "  I  will 
do  so  much  business  this  year  und,  therefore,  I  will  place  my  orders 
at  the  seasonal  time  in  advance  for  that  quantity  of  goods  and  get 
the  goods  in  at  such  and  such  time  and  prepare  my  announcements 
to  the  public,  and  so  forth,  to  take  care  of  it,  and  arrange  my 
finances  accordingly."    They  do  not  run  their  business  that  way. 

The  Chairman.  It  is  possible  for  them  to  run  it  that  way  on  small 
volume  of  sales  and  with  the  average  amount  of  help  that  the 
average  business  has? 

Mr.  In(}er8oll.  Yes;  it  is.  I  have  seen  some  of  the  smaller  stores 
adopt  a  system  of  stock  keeping  and  accounting  which  giv.es  them 
all  the  essential  information.  Mind  you,  they  do  not  have  to  have 
such  elaborate  charts  and  statistics  as  you  saw  Gov.  Miller  place 
around  the  walls  of  your  hearing  room  this  morning,  they  do  not 
have  to  have  them  for  a  little  business,  but  they  do  have  to  have  some 
basic  figures;  and  I  have  seen  a  small  shoe  business  and  a  small 
jewelry  business,  doing  $25,00()  a  year — and  that  is  as  small  as 
business  can  be  and  be  at  all  stalwart ;  they  are  weaklings  when  they 
get  much  below  that  figure  and  should  be  wiped  out  anyway  for  they 
are  not  strong  enough  to  usefully  exist — I  have  seen  such  businesses 
install  systems  which  gave  them  all  they  needed  for  a  safe  conduct 
of  their  business.  And,  happily,  usually  when  they  have  done  that 
they  have  also  seen  a  way  to  increase  their  business,  and  instead 
of  cloing  $25,000  of  business  a  year  they  have  become  $30,000  and 
$40,000  and  $50,000  businesses,  and  have  become  sounder  and  stronger 
in  that  way. 

Of  course,  it  is  not  only  in  accounting  but  it  is  in  having  a  little 
stock-keeping  system,  of  buying  and  purchasing;  and  they  ought 
even  in  a  small  shop  have  some  knowledge  of  organization  and  divi- 
sion of  duties  and  lunctions.  Usually  they  do  not  know  what  func- 
tions they  are  supposed  to  perform.  "  It  is  all  done  by  instinct  and 
no  two  are  doing  things  in  much  the  same  way. 

In  most  lines  of  course  they  ought  to  have  some  specialization. 
For  instance,  the  jeweler  ought  to  have  some  little  knowledge  of  the 
elements  of  art.  He  and  his  clerks  ought  to  be  able  to  recommend 
articles  of  jewelry  that  will  be  of  service  to  the  buyer.  He  ought  to 
be  the  friend,  guide,  and  counsellor  in  that  department  of  his  cus- 
tomers' lives.  In  other  words,  if  a  woman  of  the  cold  Betty  Sharp 
type  comes  in  for  a  brooch  he  will  not  sell  her  the  same  kind  of 
brooch  he  would  offer  to  a  zaza.  I  believe  that  is  really  good  mer- 
chandizing; that  the  dealer  and  his  clerks  should  have  some  knowl- 
edge that  would  tend  to  cause  them  to  offer  articles  that  would  have 
fitness  to  the  purpose  and  to  the  character  of  the  customer.  That  is 
what  makes  institutions  such  as  Lucille,  the  dressmaker,  and  that 
kind  of  businesses.  The  illustration  is  a  little  bit  exaggerated  per- 
haps, but  certainly  the  shoe  dealer  ought  to  know^  something  of 
leather  and  something  of  the  construction  of  shoes,  so  that  he  and 
his  assistants  can  give  a  customer  advice  as  to  why  one  shoe  is  priced 
at  $8  and  another  one  is  priced  at  $4,  and  whether  the  first  shoe  is 
worth  the  difference  for  the  particular  purpose  of  the  customer,  and 
so  on. 

Kepresentative  Sumners.  Where  can  he  get  that  information? 
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Mr.  Ingersoll.  He  can  not  get  it  except  in  the  only  college  for  re- 
tailing to-day,  wliich  is  a  good  store.  If  he  can  get  into  a  well- 
conducted  organization  like  Filenes,  in  Boston,  which  is  very  good 
in  some  respects,  or  Bamberger's,  in  Newark,  or  Wanamaker's,  in 
Philadelphia — stores  which  are  known  for  efficiency  in  organization 
and  operation — he  will  have  as  good  an  opportunity  to  get  knowledge 
and  experience  of  the  business  as  there  is  offered.  The  more  ex- 
pertly conducted  chain  stores  are  also  instructive.  They  are  the  real 
colleges  to-day.  They  are  going  to  turn  out,  from  their  clerks  and 
managers,  the  men  and  women  who  will  have  the  knowledge  to  com- 
pete with  the  chain  system.  They  will  be  the  undoing  of  the  chain 
stores,  I  believe.  Those  hired  managers  will  graduate  and  will  set 
up  in  private  business  and  will  be  just  as  expert  and  will  have  the 
economies  the  chain  systems  can  not  have,  and  I  believe  they  are 
sowing  the  seed  of  their  own  fall.  However,  better  and  wider  means 
of  educating  distributors  is  needed. 

Representative  Sumnerh.  What  are  the  economies  that  the  chain 
system  can  not  have? 

Mr.  Ingersoll.  I  mean  centralized  management  distant  from  the 
seat  of  operation  in  tlie  case  of  extended  chain  stores.  They  have  at 
each  store  a  hired  manager,  a  delegated  manager  in  the  place  of  the 
owner  of  the  store.  The  buying  is  done  in  concentrated  and  whole- 
sale fashion.  For  instance,  I  was  talking  not  long  ago  with  a  very 
good  friend  of  mine  who  is  at  the  head  of  one  of  the  largest  systems 
of  chain  stores  in  the  country,  and  he  was  explaining  the  difficulty 
he  has  in  his  buying  organization  to  have  them  purchase  for  a  store 
on  Third  Avenue,  New  York,  and  a  store  on  Fifth  Avenue,  New 
York,  and  ship  articles  to  the  stores  intelligently ;  goods  that  oupht 
to  be  allocated  to  each,  and  prevent  an  accumulation  of  unsalable 
merchandise,  and  prevent  the  expense  of  having  to  ship  out  and  take 
back,  and  so  on. 

Then,  of  course,  they  have  all  the  problems  of  absentee  owner- 
ship, the  evils  involved  therein,  of  checking  to  avoid  theft,  and  lack 
of  interest  of  the  owner  in  watching  small  matters  affecting  econo- 
mies, and  lack  of  incentive  and  initiative,  the  things  that  are  likelv 
to  exist  when  a  man  is  under  distant  direction  and  can  not  exercise 
his  own  judgment. 

Bepresentative  Sumners.  Do  you  think  that  those  balance  against 
the  aoility  to  buy  in  large  quantities  and  to  have  a  trained  executive 
of  great  ability  to  direct  the  management  of  the  system? 

Mr.  Ingersoll.  I  think  they  far  overbalance  them.  Of  course.  Mr. 
Sumners,  you  have  not  heard  some  of  the  earlier  discussion  we  have 
had  here  on  this  subject. 

Representative  Sumners.  Xo;  I  am  sorry  that  I  could  not  be 
present  at  that  time,  and  if  I  am  going  over  something  you  have 
already  discussed,  I  prefer  to  read  what  you  have  said  than  to  ask 
you  to  go  over  it  aeain. 

Mr.  Ingersoll.  1  would  like  to  answer  that  one  point,  because  I 
do  not  know  that  I  have  hit  it  squarely  as  you  have  put  it.  I  think 
the  only  need  for  this  very  high-grade  executive  ability  to  which  you 
have  referred,  and  which  does  exist  in  the  chain-store  system,  is  on 
account  of  size.  It  is  not  needed  to  operate  one  store,  but  thev  do 
need  it  because  of  the  problems  attending  management  of  a  fiT^«t 


Digiti 


ized  by  Google 


AGRICULTUEAL  INQUIRY.  811 

many  stores  from  one  center.  In  other  words,  very  much  smaller 
ability  would  run  one  store  and  run  it  well.  If  you  get  one  really 
expert  storekeeper,  locally  stationed  and  owning  his  own  store,  he 
will  run  that  store  better  than  all  the  brains  in  the  White  House  or 
at  the  Capitol,  and  everywhere  else,  can  run  stores  from  a  distance. 

Kepresentative  Sumners.  Will  he  run  it  better  and  at  the  same 
time  maintain  proper  purchasing  contact  with  the  market  at  the. 
source  of  supply  ? 

Mr.  Ingersoll.  Yes;  he  will  do  better  than  that.  The  chain  store 
has  all  the  expense  and  all  the  motion  in  purchasing  and  distribution 
of  its  merchandise  that  is  expended  upon  merchandise  that  reaches 
the  small  individual  store.  Take  a  big  system  of  chain  stores  I  am 
well  acquainted  with,  having  individual  stores  throughout  the  East- 
ern States  and  with  headquarters  in  New  York.  R  has  a  buying 
organization  located  down  town  in  Xew  York.  It  has  an  immense 
warehouse  there. where  people  from  whom  it  purchases  deliver  their 
goods.  There  its  goods  are  divided  and  sliipped  out  to  the  indi- 
vidual stores  and  charged  to  the  individual  stores  precisely  like  the 
wholesale  dealer  in  the  same  line  of  business  next  door  does.  There  is 
no  saving  in  it.  There  is  no  higher  order  of  ability  in  that  whole- 
sale warehouse  of  the  chain  store  than  there  is  in  the  independent 
wholesale  establishment  next  door  to  it.  There  is  no  larger  buying 
capacity,  because  one  system  owns  a  couple  of  hundred  stores  of  its 
own  and  the  other,  the  wholesale  dealer,  sells  to  600  or  800  stores  he 
does  not  own.  There  is  no  difference  in  the  organization  ability  or 
saving  in  labor  or  any  other  saving  I  can  think  of,  except  certain 
massed  or  mobilized  control,  so  that  they  can  say,  "  We  will  take  our 
own  brand  of  such  and  such  and  put  it  in  all  these  stores  and  push 
that  brand." 

But  there  are  so  many  compensating  disadvantages  that  I  do  not 
believe  there  is  any  gain  anywhere  in  the  system.  I  have  never  been 
able  to  find,  either  by  discussions  with  chain  store  people  or  with  the 
ordinary  retailer  or  with  the  economist  or  in  my  own  study  of  the 
subject,  that  there  is  any  inherent  economy  in  the  chain-store  system, 
and  there  are  inherent  losses. 

I  was  very  much  struck  by  reading  Mr.  I^enin's  explanation  of  why 
communism  failed,  because  this  partakes  of  about  the  same  nature 
when  you  have  all  the  stores  in  the  country  organized  under  one 
management;  you  would  have  a  not  very  much  different  thing  from 
what  Mr.  Lenin  is  talking  about.  This  is  according  to  newspaper 
reports,  as  I  have  not  had  a  talk  with  him,  of  course,  but  he  says : 

(1 )  The  vHst  number  of  enterprises  wh'ch  the  State  attempted  to  direct  with- 
out having  adequate  supplies  of  food,  material,  and  experience. 

Representative  Sumneks.  A  bad  state  of  affairs,  was  it? 
Mr.  Ingersoll.  Yes,  sir. 

(2)  A  confusion  of  powers  and  prohlems  of  organization  in  the  handling  of 
supplies,  which  resulted  in  too  much  red  tape,  cross  instruction,  etc. 

It  is  exactly  what  you  find  in  a  big  organization,  whether  in  the 
Army  or  the  Navy  or  anything  else;  the  mail-order  stores  or  depart- 
ment stores,  or  anjrthing  big.     He  says : 

(3)  The  fact  that  with  such  methods  of  supply  and  with  the  methods  of  re- 
muneration those  engaged  in  production  and  .distribution  were  not  acting  by 
Interest  in  their  work  of  In  the  Improvement  of  the  methods  used. 
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The  Chairman.  That  sounds  very  capitalistic. 

Mr.  Ingersoll.  It  is  precisely  the  experience,  I  think,  of  anybody 
who  tries  to  accomplish  through  the  organization  of  lar^e  numbers  of 
humans.  My  own  judgment  is  that  highest  efficiency  is  reached  in 
small  areas,  and  particularly  in  this  question  of  distrioution  that  the 
closer  you  can  get  to  the  community  you  are  going  to  serve  the  better 
jou  can  do  the  job.  In  other  words,  I  feel  that  it  is  really  more 
Ainerican  and  really  more  in  accordance  with  the  objects  and  the  tra- 
ditions of  the  country  to  have  a  man  in  a  community  who  is  an  inde- 
pendent citizen  in  that  community,  a  part  of  it,  who  knows  who  he 
can  trust,  who  he  can  give  credit  to,  and  who  knows  when  so  and  so's 
daughter  is  going  to  be  married  and  can  go  and  suggest  who  should 
buy  weding  presents  for  her,  and  so  on ;  those  are  the  fellows  that 
can  do  theT)est  job  of  distribution.  Instead  of  sending  a  little  pack- 
age of  this  size  [indicating]  by  mail  and  having  the  Post  Office  De- 
partment handle  it,  if  it  is  willing  to  do  it;  instead  of  having  the 
waste  of  sending  a  little  package  ordered  from  a  catalogue  house  in 
Chicago,  sending  that  package  by  mail  to  Texas,  it  should  go  in  bulk 
to  Texas  and  be  distributed  there  in  the  community.  It  is  a  much 
greater  expense  to  have  it  distributed  that  way  than  the  difference  in 
operatingcost  of  the  mail-order  house  in  Chicago  and  the  little  local 
house  in  Texas,  the  latter  being  able  to  order  a  season's  requirements 
in  accordance  with  the  needs  of  the  community. 

It  is  an  elementary  fact  in  distribution  that  cost  of  transportation 
depends  more  upon  the  number  of  handlings  of  an  article  than  upon 
length  of  haul.  It  is  labor  at  terminals  and  the  number  of  handling 
that  make  expense.  If  you  can  bring  in  goods  into  the  little  town  m 
Texas  from  the  factory  or  direct  from  the  wholesale  warehouse,  and 
let  it  come  in  in  a  big  case  and  there  be  broken  up  and  distributed 
to  consumers,  you  have  come  nearest  to  the  economies  that  are  pos- 
sible than  any  mail-order  system  or  other  way. 

Representative  Sumners.  Looking  at  this  matter  from  a  practical 
standpoint  and  having  made  a  survey  of  America,  do  you  consider 
that  there  are  in  operation  now  economic,  business,  or  educational 
forces,  or  any  other  force,  tending  to  decentralize  business  control 
and  business  management  and  establish  this  democracy  in  business 
which  you  evidently  have  in  mind  as  more  desirable? 

Mr.  Ingersoll.  1  do  not  think  there  are  any  adequate  forces  at 
work  to  bring  about  the  thins:  that  I  consider  a  desideratum. 

Kepresentative  Sumners.  You  do  not  consider  that  there  are? 

Mr.  Ingersoll.  No. 

Representative  Sumners.  What  forces  could  be  put  into  operation 
which  would  be  in  line,  I  will  sav,  with  our  national  policy  and  tra- 
ditions and  forces  which  are  available  for  application  t 

Mr.  Ingersoll.  We  ought  nationally  to  study  these  things  tbat 
enter  into  economies  of  distribution. 

Representative  Sumners.  Whom  do  you  refer  to  when  you  say 
"  we  "  ought  to  do  it  nationally  ? 

Mr.  Ingersoll.  I  am  speaking  of  us  as  a  social  body,  as  a  country, 
as  a  people.  I  think  it  might  very  well  emanate  from  this  body. 
I  hope  something  of  the  sort  may  be  started  as  a  result  of  this 
inquiry.  First,  because  there  must^  of  course,  be  an  appreciation  of 
conditions;  a  people  must  have  ideas  before  they  can  have  action. 
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And,  secondly,  it  should  be  recognized  that  distribution  should  not 
be  left  to  chance,  as  it  has  been.  There  is  no  place  to-day  for  a  man 
to  become  a  qualified  hardware  dealer  or  a  qualified  jeweler  or  a 
(qualified  shoe  dealer  or  any  other  kind  of  dealer  except  by  a  simula- 
tion of  the  old  apprentice  system  to  learn  how  the  other  fellow  is 
doing  it,  and  perhaps  he  never  knew  himself. 

The  Chairman.  That  would  be  an  adoption  of  obsolete  methods. 

Mr.  Inqersoll.  Yes,  sir;  it  is  the  old  treadmill  method — simply 
following  the  man  before,  and  without  any  means  of  gaining  knowl- 
edge of  the  organized  methods  and  experience  of  the  past  based 
upon  a  course  of  study. 

Eepresentatiye  Sumners  (presiding).  It  seems  to  me  that  the 
greatest  diflBculty  which  the  ordinary  small  business  concern  would 
nave,  perhaps,  would  be  its  inability  to  get  to  the  communities  any- 
where near  their  primary  market  by  reason  of  the  small  size  of  the 
business  and  the  limited  business  organization. 

Mr.  Ingersoll.  Have  you  no  jobbing  house  in  Dallas  which  brings 
into  Dallas  far  more  goods  than  any  department  store  could  bring 
into  your  city  in  any  one  line,  in  dry  goods  or  hardware? 

Representative  Sumners.  Yes. 

Mr.  Ingersoll,  And  has  not  that  jobbing  house  representatives  in 
Xew  York  who  are  very  much  more  important  and  influential  than 
the  representative  of  your  department  store  ? 

Representative  Sumners.  !rerhaps  so. 

Mr.  Ingersoll.  Why  does  not  that  serve  the  purpose  of  your  local 
retailer  adequately,  and  with  only  one  profit,  and  without  the  direct 
expense  of  keeping  a  man  in  New  York? 

representative  Sumners.  And  he  would  buy  from  the  Dallas 
wholesaler,  do  you  mean? 

Mr.  Ingersoll.  Yes.  And  that  Dallas  wholesaler — if  he  is  a  good 
man,  and,  of  course,  the  condition  I  have  in  mind  should  include 
wholesalers  as  well  as  retailers — ^has  his  organization  in  New  York, 
which  is  in  direct  touch  and  probablv  very  much  more  favorably 
regarded  and  his  business  more  solicited  than  that  of  the  depart- 
ment store. 

Representative  Sumners.  Have  you  any  other  points  you  want  to 
bring  out? 

Mr.  Ingersoll.  There  is  only  one  other  point  I  would  like  to  leave, 
and  that  is  consideration  of  the  question  of  quantity  discounts.  A 
few  years  back  the  judgment  of  the  Congress,  as  I  recall  it,  was  that 
there  was  a  system  of  rebating  in  practice  by  the  railroads  which 
almost  inevitably  resulted  in  the  production  oJE  monopolies.  I  think 
it  is  worth  the  attention  of  this  commission  to  inquire  into  the  nature 
and  extent  and  legitimacy  of  the  custom  of  discounts  which  prevails 
in  discrimination  between  buyers. 

I  believe  the  commission  will  find  that  there  is  the  blindest,  most 
footless,  and  I  think  pernicious  custom  of  granting  of  discounts, 
principally  for  quantity.  I  would  like  for  the  commission  to  con- 
sider whether  discounts  should  be  permitted  to  be  given  indiscrimi- 
nately regardless  of  any  compensation  received  for  them.  That  is, 
is  a  quantity  discount  to  be  allowed  which  is  out  of  proportion  to 
any  economies  which  the  quantity  purchased  conveys?  If  we  permit 
the  practice  of  giving  discounts  which  are  not  scientifically  scaled 
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or  proportioned  to  anjr  benefits  received,  on  account  of  quantities 
bought,  we  are  really  just  practicing  a  system  of  privilege  which 
encourages  injustice  and  produces  trade  discrimination.  I  submit 
that  it  may  be  this  system  is  building  us  a  new  set  of  monopolies. 

Representative  Sumners.  Your  position  is  that  the  wholesaler  or 
those  who  sell  to  distributors  perform  a  quasi  public  service,  wherein 
it  is  required  for  the  public  good  that  there  be  equality  of  charge 
among  the  various  customers,  and  that  only  those  operations  which 
represent  economies  resulting  to  the  distributor  from  quantity  sales 
should  be  permitted  ? 

Mr.  Ingersoll.  That  is  quite  right.  Any  tiling  else,  it  seems  to  me, 
should  be  foreign  to  fair  practice,  equality  of  opportunity  and  giving 
a  chance  for  the  man  without  great  capital  to  get  into  the  business 
game. 

Representative  Sumners.  That  being  your  position  I  assume  that 
you  hold  collateral  to  that  position  that  there  is  owing  some  public 
obligation,  if  it  may  be  so  considered,  to  prevent  that  sort  of  dis- 
crimination which  results  in  special  favors  being  extended  as  among 
those  who  must  resort  to  this  common  source  of  supply? 

Mr.  Ingersoll.  Now,  I  don't  just  get  the  connection  on  that  last 
part  of  the  question  there.  I  don't  £iow  what  you  mean  as  to  the 
sources. 

Representative  Sumners.  The  wholesalers,  for  instance.  Here  all 
the  people  must  resort  to  the  wholesalers  as  a  conmion  source  of  sup- 
ply for  that  which  they  distribute  among  the  people. 

Mr.  Ingersoll.  The  retailers,  do  you  mean  ? 

Representative  Sumners.  Yes. 

Mr.  Ingersoll.  Yes. 

Representative  Sumners.  Now,  do  you  hold  that  there  is  obliga- 
tion on  the  part  of  the  Government,  if  it  can  be  worked  out,  to  pre- 
vent that  sort  of  discrimination,  the  same  way  as  the  Government 
prevents  the  powers  of  discrimination  in  freight  rates,  for  instance? 

Mr.  Ingersoll.  Yes;  to  prevent  the  same  thing;  it  seems  to  ine 
there  is  no  difference  in  essence.  Of  course,  I  understand  the  legal 
difference  between  a  common  carrier  and  the  private  enterprises. 
But  looking  at  it  broadly  from  the  social  point  of  view,  it  is  just  as 
menacing  U)  the  community  to  have  a  system  in  operation  which 
tends  to  grind  the  grist  among  distributors  bigger  and  bigger  and 
take  it  from  the  smaller  distributors  all  the  time,  so  that  jBnally  both 
the  producers,  who  want  to  reach  a  common  market,  and  the  con- 
sumers, that  are  dependent  on  that  market,  have  only  one  channel  to 
go  through. 

Representative  Sumners.  It  seems  to  me  clear  that  if  we  are  to 
preserve  democracy  we  must  preserve  democracy  in  business  partic- 
ularly. 

Mr.  Ingersoll.  That  is  exactly  my  position. 

Representative  Sumners.  I  think  that  is  fundamental.  And  I 
think  another  thing  that  experience  demonstrates  is  that  a  higher 
degree  of  development  appears  where  there  rests  individual  initiative 
than  you  can  have  where  you  have  one  great  working  head. 

Mr.  Ingersoll.  Quite  so. 

Representative  Sumners.  One  great  working  head,  working  i 
great  many  people  who  are  more  or  less  machines. 
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Mr.  Ikqersoll.  That  is  quite  so. 

Representative  Sumners.  So,  on  that  basis,  it  seems,  to  me  that 
becomes  a  question  of  serious  governmental  inquiry. 

Mr.  Ingersoll.  Yes,  sir.  I  want  just  to  finish  the  thought  about 
what  you  can  do  to  promote  some  things  that  will  tend  to  preserve 
the  individual  in  business.  I  think  that  the  time  has  come  ror  us  to 
pay  as  much  attention  to  distribution  as  we  do,  for  example,  to  our 
agricultural  stations.  I  can  not  see  why  a  government  which  can 
encourage  production,  as  we  have  done  through  our  Agricultural  De- 
partment and  affricultural  stations,  should  not  care  a£)ut  what  hap- 
pens to  those  things  that  are  produced;  and  I  do  not  see  why  we 
should  not  take  this  problem  of  saving  in  the  case  of  distribution 
under  serious  consideration,  and  intelligently  work  toward  a  method 
which  will  economize  in  these  costs,  without,  as  I  said  in  the  begin- 
ning of  my  talk^  lowering  the  wages  of  the  wage  earners.  We  want 
to  improve  the  standard  of  living  for  the  people ;  we  want  them  to  be 
able  to  buy  more  for  their  dollar,  and  yet  not  to  receive  less  dollars. 

Mr.  Paull  (secretary  to  the  commission).  Tending  to  reconcile 
prices  and  wages  through  the  elimination  of  waste. 

Mr.  Ingersoll.  That  is  it;  and  it  can  only  be  done  by  adding  to 
the  qualifications  and  knowledge  of  the  distributor. 

I  have  tried  to  show  that  these  other  efforts  are  futile ;  that  they 
can  not  make  any  substantial  contribution,  but  I  think  it  is  time  that 
we  encourage  the  setting  up  of  schools  of  merchandising.  A  very 
few  of  our  universities  have  schools  of  business  administration,  and, 
of  course,  we  have  a  large  number  of  so-called  commercial  schools, 
which  are  chiefly  stenographic  and  bookkeeping  schools,  but  there  is 
yet  no  school  which  has  undertaken  to  collect  and  classify  and  organ- 
ize what  knowledge  could  be  ^gained  about  merchandising,  and  then 
to  teach  a  course  in  merchandising. 

You  will  have  a  tremendous  aggregation  of  data  here  before  you 
are  through,  and  if  anyone  would  truly  study  what  you  collect,  and 
what  could  be  gained  bv  wider  research  and  supplementary  research, 
and  then  would  take  tnese  various  branches  of  knowledge  which,  I 
would  say,  are  general  to  all  distributing  businesses,  accounting,  and 
statistics,  and  cost-keeping,  and  cost-accounting,  and  stock-keeping, 
buying,  and  some  knowledge  of  practical  psychology,  and  some 
knowledge  of  organization,  and  such  special  technical  training  in  the 
given  branch  of  the  business  as  he  is  going  into,  that  you  would  then 
get  merchants  who  could  get  this  turnover  and  would  make  the  econ- 
omies that  we  have  talked  about.  Of  course,  they  must  know  some- 
thing about  advertising;  they  must  know  something  about  teaching 
and  teach  their  clerks.  But  with  this  fund  of  knowledge  it  would 
be  possible  to  arrange  with  a  number  of  colleges  to  organize  schools 
of  merchandising  and  offer  courses  in  them. 

Mr.  Paull.  ISfight  I  ask  this :  If  it  has  occurred  to  you  that  some 
of  this  education  might  well  start  back  in  the  elementary  grades  of 
our  common  schools;  if  you  refer  to  the  arithmetics  now  in  use  you 
will  find  that  problems  are  presented  on  the  basis  of  calling  every- 
thing above  the  price  paid  for  a  commodity  and  the  price  accepted  as 
the  wide  spread  of  profit,  which  in  some  de^ee  might  account  for 
the  psycholo^cal  attitude  toward  merchandismgs  on  the  part  of  the 
general  public? 
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Mr.  Ingersoll.  Yes ;  I  agree  with  what  you  have  suggested,  and 
I  have  further  ideas.  I  believe  the  educational  system  could  be  im- 
proved by  teaching  consumers  something  of  knowledge  as  con- 
sumers, so  that  they  would  not  be  the  prey  of  every  hocus-pocus  ad- 
vertisement about  buying  direct  from  the  maker,  and  saving  a 
middleman's  profit;  and  they  would  get  a  little  foundation  that 
would  teach  them  the  impossibility  ot  some  of  the  preposterous 
offers  that  are  made  through  the  advertisements  and  otherwise. 

Mr.  Paull.  I  was  thinking  of  the  next  generation  of  buyers,  who 
are  in  the  present  educational  system  learning  the  same  things  that 
caused  the  present  attitude  toward  our  whole  scheme  of  merchan- 
dising and  aistribution. 

Mr.  Ingersoll.  I  do  think,  too,  that  if  the  educational  system 
taught  just  a  little  bit  of  the  legitimate  fimctions  of  distribution: 
taught  what  they  were,  so  that  there  would  be  an  appreciation  that 
there  are  real  problems  and  real  service  in  the  functions  of  the  mer- 
chant, that  it  would  promote  a  better  understanding  and  remove 
some  of  this  antagonistic  feeling  between  the  different  elements  of 
society  that  cause  friction  and  suspicion  and  the  unfortunate  things 
that  follow  in  the  train  of  those  thin^. 

But  more  specifically  and  immediately  I  believe  that  an  agency 
could  be  set  up  that  would  foster  the  establishment,  of  schools  of 
merchandising,  just  as  we  have  schools  of  agriculture  and  schools 
of  pharmacy  and  schools  of  engineering,  and  so  on.  And  that  while 
in  no  one  place  at  this  moment  does  knowledge  to  teach  such  a 
course  exist ;  yet,  it  is  obtainable,  and  I  would  call  upon  the  leading 
merchants  of  the  country  to  furnish  the  data,  and  I  believe  thev 
would  *do  it.  You  would  find  men  like  Wanamaker,  and  while  I  do 
not  favor  the  chain  systems,  I  recognize  them  as  the  most  expert 
to-day,  and  I  would  utilize  their  knowledge  and  give  it  to  others  to 
prevent  a  fuilher  concentration  of  business  in  the  hands  of  the  few. 
who  know  the  little  bit  to-da}^  that  enables  them  to  get  more  than 
their  share  of  results. 

Mr.  Paull.  Does  it  occur  to  you  that' there  is  some  educational 
possibility  in  associations  of  mercliants,  wholesalers  and  retailers;  that 
those  associations  are  not  formed  purely  for  the  one  purpose  of  con- 
trolling prices,  but  rather  for  the  exchange  of  information  in  which 
the  individual  is  permitted  to  contribute  the  little  that  he  knows  for 
the  much  that  the  many  know,  thereby  realizing  a  bargain? 

Mr.  Ingersoll.  I  think  that  that  is  the  real  ground  of  cooperation. 
I  do  not  believe  in  the  so-called  cooperative  stores  where  they  think 
it  is  necessary  to  join  ownership  in  order  to  cooperate.  But  I  do 
believe  that  those  of  kindred  interests  can  have  cooperative  asso- 
ciations which  can  accomplish  everything  that  joint  ownership 
would  have,  and  still  save  the  advantage  of  individual  initiative ^to 
the  social  scheme :  and  I  am  a  very  strong  believer  in  trade  associa- 
tions, and  in  labor  unions,  too,  if  you  please. 

Mr.  Paull.  As  a  matter  of  experience,  is  it  not  a  fact  that  prac- 
tically all  of  the  progress  that  has  been  made  in  the  past  has  come 
through  association  efforts  at  educational  results? 

Mr.  Ingersoll.  Well,  a  very  great  deal  of  it  has,  yes,  sir.  I 
don't  know  of  any  agency  to-day  that  is  doing  more  to  promote  en- 
lightenment among  the  'merchants,  for  example  than  their  trade 
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associations,  although  those  trade  associations  are  not  doing  a  frac- 
tion of  what  they  ought  to  and  could  do. 

Mr.  Paitll.  Have  they  not  tended  to  develop  a  code  of  ethics 
tending  toward  better  merchandising  practice  and  a  better  attitude 
toward  the  consumer? 

Mr.  Ingersoll.  Yes ;  they  have  tended  that  way,  particularly  some 
of  them.  But  on  the  whole  they  are  composed  of  the  very  men  who 
are  in  need  of  enlightenment,  and  they  do  not  know  what  to  do,  and 
so  they  get  together,  and  too  much  of  their  time  is  devoted  to  dis- 
cussing literal  and  petty  matters  that  they  consider  abuses  in  the 
trade;  they  devote  themselves  to  means  of  boycotting  the  wholesaler 
who  has  a  retail  store  as  well,  and  matters  of  that  sort,  instead  of 
constructive  work.  And,  of  course,  their  dues  are  so  small  that  the 
association  can  not  do  for  its  members  what  it  ought  to  do.  If  every 
merchant  would  contribute  $100  per  year  instead  of  $1  per  year  to 
his  association,  then  it  would  be  able  to  do  a  real  service  for  him. 
And  sometimes  it  is  possible  even  to  do  cooperative  buying. 

Production  has  had  a  lot  of  discussion.  But  very  few  men  can 
talk  intelligently  of  distribution ;  they  do  not  know  it. 

Mr.  Paull.  Is  that  not  due  largely  to  the  fact  that  in  production 
they  are  dealing  with  tangibles  and  can  call  engineering  skill  to  the 
problems  of  production  ? 

Mr.  Ingersoll.  Yes^  sir. 

Mr.  Paull.  While  in  distribution  there  is  no  established  knowl- 
edge— no  organized  knowledge? 

Mr.  Ingersoll.  I  think  that  is  true ;  I  think  that  is  a  fact.  It  is 
a  very  big  and  interesting  subject,  and  we  could  talk  indefinitely 
about  it.  There  are  so  many  angles  that  could  be  discussed ;  but  1 
think  that  I  have  practically  covered  my  subject. 

Mr.  Paull.  You  have  completed  your  recommendations? 

Mr.  Ingersoll.  Yes;  I  have  covered  the  f!:round  that  I  had  in  mind 
to  cover.  And  I  will  leave  with  the  commission  a  little  pamphlet,  in 
which  you  will  find  the  reproductions  of  these  drawings  which  I 
have  exhibited  here. 

(The  pamphlet  referred  to  is  here  printed  in  full,  as  follows:) 

Do  THE  Cooperatives  Offru  a  Solution? 

HIGH    cost  of   LHING   ALT^GED  TO   BK   LARGELY   DUE  TO   UNSCIENTIFIC   DISTRIBUTION 
DESPITE  VARIED  EXPEDIENTS   DESIGNED  TO  REDUCE  CHARGES. 

(By  William  H.  Ingersoll.] 

We  are  all  dissatisfied  with  the  cost  of  tilings,  especially  with  that  part  of 
the  cost  known  as  middleman's  profits,  the  part  absorbed  in  the  dlstributulon 
of  merchandise  as  distinghished  from  its  cost  of  physical  production. 

There  is  reason  aplenty  for  the  deep  unrest  over  the  wasteful,  inefficient 
system  of  distributing  goods  from  farm  and  factory  to  user.  And  yet  there 
is  no  other  important  phase  of  our  economic  life  in  which  such  loose  and 
footless  reasoning  is  indulged  in  or  such  baseless  hope  of  relief  held  out. 

An  English  laboring  man,  a  worker  in  a  shoe  factory,  put  the  proposition 
effectively  to  me  on  a  recent  tour  of  investigation  in  Europe,  when  he  asked 
why  his  family  and  the  workers  in  other  factories  should  have  to  pay  20 
shillings  per  pair  for  shoes  on  which  he  worked  and  which  he  knew  cost 
only  7  shillings  to  make. 

It  is  approximately  the  same  on  the  bulk  of  all  we  buy  in  this  country. 
The  farmer  gets  hardly  a  third  of  what  we  pay  for  our  potatoes.    Two-thirds 
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of  what  we  pay  for  our  clothing  and  furnishings  goes  for  distribution  and 
only  one-third  for  the  goods.    And  we  can't  eat  or  wear  the  distribution! 

There  is  no  doubt  that  the  laborer  is  exploited  far  worse  as  a  consumer  when 
he  conies  to  exchange  the  proceeds  of  his  work  for  the  products  of  the  woriE 
of  others  than  he  is  as  a  producer  in  receiving  the  short  end  of  what  he 
makes. 

So  much  for  the  indictment?  There  has  l)een  argument  both  by  academicians 
and  pi*actiti()ners  and  attempted  demonstrations  for  years,  during  wh!ch  the 
cost  of  living  has  gone  steadily  higher. 

MT'ST  RKACH   THE  CAUSE. 

Now,  it  sounds  unreasonable  that  it  should  cost  twice  as  much  to  sell  a 
thing  as  to  make  it,  if  it  is  a  useful  thing  and  the  price  fair.  It  is  unreason- 
able, but  it  won't  be  remedied  by  abusing  the  middlemen  or  by  attempting 
improvements  which  don't  reach  the  cause  of  the  waste.  The  familiar  hope 
is  to  "  eliminate  the  middleman "  either  in  part  or  in  whole.  Various  de- 
vices have  been  used  to  accomplish  this.    Briefly,  we  may  set  them  down  as: 

(1)  The  department  store  which  alms  and  claims  to  eliminate  the  whole- 
saler or  Jobber  by  buying  in  quantities  from  the  manufacturer ; 

(2)  The  multiple  system  of  chain  stores  which  have  the  same  hope  of 
economy  as  the  department  store; 

(3)  The  mail  onler  house  which  has  the  same  objective  economies  as  the 
department  store  and  also  goes  more  extensively  into  manufacturing  its  own 
goods  in  some  lines ; 

(4)  The  manufacturer  of  specialty  merchandise  such  as  branded  shoes  or 
candy,  who  sets  up  his  own  retail  stores  and  **  eliminates "  the  independent 
wholesaler  and  retailer; 

(5)  The  cooperative  factory  which  is  owned  by  the  workers  in  the  enter- 
prise, eliminating  the  monopolistic  capitalist  owner; 

(6)  The  cooperative  store,  factory,  and  plantation  in  which  the  consumers 
own  the  local  retail  distributing  stores,  the  wholesale  distributing  warehouses 
which  supply  the  retail  stores  and  the  factories  and  sources  of  raw  materials 
and  have  as  their  paid  employees  the  producer  In  the  factory  and  on  the  farms. 
This  system  "eliminates"  all  middlemen  and  the  manufacturer  and  theoreti- 
cally makes  the  consumer  his  own  producer  and  middleman. 

Various  combinations  of  these  devices  are  found  in  actual  practice  In  numer- 
ous lines  of  trade.  Rome  department  stores  own  manufacturing  shoiis  where 
they  nuike  for  themselves  the  goo<ls  for  some  of  their  most  important  dei>art- 
ments.  The  •  hain  store  and  mail  order  concerns  often  do  some  of  their  owti 
manufacturing.  Si)ecialty  manufacturers  frequently  eliminate  the  wholesaler 
by  selling  direct  to  the  retailers  throughout  the  country  or  partially  do  so  by 
selling  in  the  large  towns,  leaving  jobbers  to  cover  the  countrj'  villages.  Retail 
stores  sometimes  join  in  subscribing  funds  to  operate  their  own  factories  to 
make  some  of  their  more  important  merchandise  requirements. 

Cooperative  enterprises  exist  in  all  stages  of  development.  Other  economic 
are  claimed  by  all  of  the  instituthms  described  above  besides  that  of  eliminat- 
ing one  or  more  links  in  the  chain,  but  elimination  of  the  middleman  and  his 
**  unnecessary  "  profit  or  tax  is  qiiite  generally  the  starting  point  in  the  attempt 
to  redu  e  the  cost  of  things,  especially  in  the  reasoning  of  the  noncommercial 
consumer  and  the  economist. 

Only  three  avenues  of  hope  lie  before  us  in  effecting  a  lower  cost  In  tht» 
things  we  buy.  if  we  except  as  outside  of  our  iiresent  study,  the  cost  of  prodnc- 
tlon.    Those  three  av(»nues  may  be  described  as:        . 

(a)  Eliminating  unnecessary  labor  in  the  customary  method  of  distribution: 

(b)  Eliminating  unreasonable  or  unearned  profit  customarily  exacted  in  the 
processes  of  distribution : 

(c)  Increasing  the  efliciency  of  the  distributors. 

We  may  apply  these  tests  to  these  various  forms  of  modified  distribution 
under  trial  and  we  may  examine  their  workings  and  the  actual  values  they  de- 
liver, compared  to  the  values  contemporaneously  delivered  by  the  ordinary 
methods  to  see  if  the  supposed  economies  are  realized. 

As  to  the  first  of  our  tests  we  can't  fairly  judge  of  the  successful  elimination 
of  middle  men,  held  to  be  sui)erfluous  or  parasitic,  unless  we  are  familiar  with 
the  net  minimum  of  work  to  be  done  In  distribution  and  the  functions  and 
organization  necessary  to  discharge  it. 
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To  distribute  gCMKls  produced  In  qunntities  in  a  factory  or  on  a  farm  at  one 
point  so  tliat  they  may  l>e  accessible  to  multitudes  of  individual  consumers 
scattered  over  a  continent,  involves  several  inevitable  steps  or  stages  as  will 
be  8ho\^ii,  and  all  efforts  to  retluce  tbe  number  result  merely  in  a  chanjce  of 
form  without  intrinsic  jfaiu  or  in  the  substitution  of  less  direct  and  more  ex- 
pensive means. 

STUDY    OF    NECESSARY    MOTIONS. 

Now  for  a  study  of  the  mininuim  number  of  motions  by  whi<*h  the  product 
of  the  factory  can  be  made  readily  available  to  all  the  |»eople  in  any  area. 

Let  us  assume  that  the  factory  makes  shoes  of  a  iK)pular  grade  and  of  general 
utility,  both  for  men  and  for  women. 

We  will  view  the  problem  first  from  the  standpoint  of  the  consumers  and  then 
from  that  of  the  producer — the  factory. 

Suppose  that  a  school-teacher  in  one  of  the  small  towns  wants  a  pair  of  shoes. 
She  wants  a  good-looking,  well-made,  durable  pair,  soft,  black,  and  high  cut. 
They  must  fit  her  and  be  ct)mfortable.  And  she  wants  the  best  value  In  the 
market  for  her  money. 

She  does  not  know  shoes  or  the  best  leather  for  her  pui'pose:  nor  can  .she  tell 
an  oak  tanned  sole  when  she  sees  it.  She  is  uninformed  as  to  what  constitutes 
good  sewing  and  good  workmanship.  She  does  not  know  all  the  factories 
there  are  making  shoes  nor  their  location — nor  which  makes  women's  shoes  or 
which  makes  the  best  or  what  different  styles  each  makes.  She  knows  noth- 
ing as  to  which  is  the  most  efficient,  economical  manufacturer  and  marketer  of 
shoes,  or  which  is  most  reliable. 

In  short,  she  is  a  specialist  in  one  vocation,  giving  her  expert  services  for  the 
benefit  of  others  and  consequently  she  can  not  be  informe^l  on  shoes  and 
clothes  and  jewelry  and  drugs  and  hardware  and  household  furnishings  and 
groceries  and  all  the  other  branches  of  trade  and  Industry. 

So  she  nee<ls  the  reciprocal  services  of  a  shoe  ex[)ert  to  help  her  choose  wisely 
to  fill  her  present  want.  The  factories  are  far  away.  She  is  in  a  remote  little 
town.  She  wants  to  compare  products  and  values.  Styles  change.  Prices 
change.  Factories  and  their  characteristics  change.  Most  of  all  she  wishes  to 
try  on  her  prospective  shoes  and  see  that  they  tit  and  look  well  under  the  guid- 
ance of  some  one  comi)etent  to  advise. 

She  needs  the  services  of  someone  who  knows  shoes,  who  knows  the  com- 
munity and  its  needs,  who  searches  in  the  great  market  for  the  most  suitable 
goods  that  his  neighborhood  will  require,  and  anticipates  the  quantity  of  each 
style  and  each  size  that  the  connnunlty  or  a  part  of  it  wnll  want  for  the  season, 
and  by  ordering  months  in  advance  has  on  hand  several  appropriate  offerings 
to  meet  her  nee<ls  even  before  she  herself  Is  aware  that  she  wants  them. 

This  representative  to  serve  her  and  others  in  the  capacity  of  shoe  expert 
is  the  local  shoe  dealer  and  his  stocked  store.  The  function  of  the  local  ex- 
hibiting and  distributing  depot  under  qualifie<l  8ui)ervision,  where  goods  may  be 
had  on  a  moment's  notice,  may  be  seen,  tested,  compared,  and  selected  with 
expert  assistance,  and  perhaps  secured  on  credit,  is  apparent.  A  local  dis- 
tributing store  is  indispensable  in  the  scheme  of  things.  It  may  be  a  privately 
owned  store,  of  a  local  proprietor  or  a  coooperative  store,  or  a  manufacturer's 
store,  but  a  local  stock  is  requisite. 

PROBLEMS   OF   LOCAL   SUPPLY. 

Then,  how  is  the  local  supply  to  be  chosen?  Tan  the  shoe  specialists  of  many 
thousand  communities  make  tours  of  all  the  shoe  factories  of  the  country  in 
advance  of  each  season?  Most  of  them  do  a  small  business,  serving  only  a 
few  hundred  customers.  Their  business  can  afford  only  meager  assistance,  and 
they  can  not  leave  their  little  establishments  much  of  the  time.  And  it  would 
add  considerably  to  the  price  of  shoes  if  an  army  of  some  30.000  shoe  dealers 
were  to  be  put  to  the  traveling  and  hotel  expense  of  touring  even  a  portion 
of  the  shoe  factories  of  the  country  several  times  a  year,  and  it  would  add  to 
the  expense  of  the  factories  to  provide  facilities  and  clerks  to  receive  and  look 
after  them. 

Yet  the  shoe  dealers  nmst  keeii  abreast  of  tlic  chanires  and  developments  of 
their  trade — the  new  styles,  improved  quality,  changes  in  construction,  new 
factories,  changes  of  business  policy  and  personnel — in  order  to  serve  their 
customers  with  the  most  suitable  that  the  market  affords. 
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Instead  of  having  shoe  dealers  from  all  sections  required  to  canvass  the  8h(»e 
Riarket  covering  all  sections.  It  Is  incomparably  simpler,  less  expensive  and  more 
orderly  for  the  samples  and  Information  of  all  producers  to  be  available  for 
inspection  and  purchase  at  each  of  the  great  zone  centers  of  population.  Here 
in  showrooms  and  warehouses  the  goods  can  be  seen  and  stocks  carried  so 
that,  for  example,  all  of  the  dealers  in  the  territory  surrounding  the  wholesale 
point  may,  by  going  a  short  distance  to  this  center,  examine  and  compare  all 
of  the  likely  products  suitable  for  the  use  of  the  consumers  in  that  zone  ami. 
as  their  customers'  representatives,  select  and  order  suitable  styles,  sizes,  and 
quantities  which  their  experience  teaches  them  will  serve  the  needs  of  their 
community. 

In  other  words,  not  only  the  consuming  public  must  have  eacpert  services  in 
filing  their  needs,  but  these  representatives  who  serve  them  as  retailers  in  this 
capacity  must  again  call  upon  others  to  cull  and  select  and  bring  into  their 
general  zone  the  fittest  and  most  valuable  examples  and  stocks  that  the  shoe 
factories  have  to  oflfer.  This  constitutes  a  main  part  of  the  function  of  the 
wholesaler  who"  buys  from  the  manufacturer,  carries  stocks  to  .serve  a  more 
or  less  extended  zone  or  district,  and  has  an  organization  suitable  for  selling 
not  to  individual  consumers,  but  in  quantities  to  fit  community  needs  as  bought 
by  dealers. 

In  this  form  distribution  has  worked  itself  out  the  world  around.  From  oldwi 
times  to  the  pre.sent  and  from  New  York  to  Shanghai,  either  way  around  the 
earth,  this  constitutes  the  backbone  of  the  system  by  which  the  bulk  of  com- 
modities is  transferred  from  maker  to  user. 

TENDENCY    IS    TO    SPECIALIZE. 

It  rei)resents  the  natural  tendency  of  man  to  specialize.  Pro<luction.  dis- 
tribution, and  <^onsumpt*on  are  three  separate  and  distinct  economic  phases. 
They  are  utterly  different  in  nature  nnd  requirements.  Combining  them  under 
a  single  ownorsh  p  does  not  (»11nriunte  the  functions  to  be  iierformed  or  the 
labor  of  fulfilling  them.  This  existing  div'sion  accommodates  Itself  not  onl.v 
to  man's  nature  but  to  his  geographical  <listribution  In  cities,  towns,  villages, 
and  on  farms  scattere<l  across  the  land. 

Before  attempting  to  see  how  the  several  entleavors  in  the  way  of  chain- 
store  systems,  cooperative  schemes,  manufacturers'  stores,  etc..  to  eliminnt** 
the  nii<ldlemen  compare  with  the  oi'dinary  system  we  have  just  examined  let  us 
<'<>nsider  the  pro])lem  from  the  producer's  viewpoint  for  a  moment. 

Take  the  manufacturer,  for  example,  situated  adjacent  to  a  large  territorial 
area  in  which  are  mill'ons  of  people,  all  of  whom  wear  shoes  and  most  of 
whom  presunvably  could  imder  favorable  circuni stances  be  induced  to  use  his 
products. 

But  hon-  can  the  individuals  of  a  nation  scattered  over  a  great  area  be 
approached  Individually  by  the  manufacturer?  He  does  not  know  who  they 
are  or  where  they  are.  He  can  not  write  to  them  all.  He  is  in  one  place,  they 
are  In  thousands  of  other  places ;  the  cost  of  sending  traveling  representatives 
to  serve  these  individual  consumers  would  be  prohibitive. 

Even  If  he  could  find  some  way  of  getting  them  to  order  by  mail,  without  see- 
ing or  trying  on  h*s  shoes,  how  would  the  matter  stand?  Supposing  the  school- 
teacher had  by  chance  had  a  pair  of  his  shoes  which  were  exactl,v  right  and 
knew  the  current  pr'ce  and  sent  him  the  money  by  mail  for  a  duplicate  pair. 
This  order  for  a  single  pair  would  entail  alxmt  the  same  work  as  a  wholesaler's 
order  for  a  thousand  pa'rs;  the  letter  must  be  opened,  read,  the  money  counte<l 
and  conrpared  with  tlie  price  list,  records  entered  in  cash  books,  etc.,  the 
particular  style  and  size  of  shoe  picked  out  In  the  stock  room,  special  packin? 
and  wrapp'ng  and  individual  addressing  of  the  package,  provide^l  l>esides 
records  and  receipts  for  reference  in  case  the  teacher  conrplains  that  the 
shoes  never  reached  her.  And  then  commences  another  series  of  labors  in 
transport'ng  and  delivering  this  pair  of  shoes,  disproportionately  great  as  com- 
pared with  the  same  work  on  a  case  shipment  or  carload  of  shoes.  This  i>areel 
must  be  called  for  or  delivered  to  the  express  company  or  post  ofllce.  The 
address  must  be  examined  and  classified  and  the  package  routed.  This  must 
be  done  over  and  over  again,  involving  the  use  of  expensive  human  time  ami 
attention  at  each  new  stage  of  the  journey.  Two  pairs  could  go  about  as 
cheaply  as  one.  a  dozen  as  two. 

It  is  not  the  weight  of  the  package  so  nruch  as  the  care  necessary  to  be  be- 
stowed in  the  handling  and  rehandling  of  each  individual  consignment, 
whether  large  or  small. 
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WUEBE   EXPEN8K   MULTIPLIES. 

Retail  operations  should  l>e  confineil  to  the  local  retail  st©re.  To  require 
the  manufacturer  and  the  transportation  systems  to  perform  these  unescapable 
retail  operations  is  to  multiply  expense. 

The  manufacturer  is  a  specialist  engrossed  in  the  operations  of  production — 
contracting  for  raw  materials,  providing  plant,  equipment,  machinery,  organie- 
iug  for  its  upkeep  and  operation,  dealing  with  labor  and  administration.  In 
U)e  nature  of  tilings  he  is  not  organized  to  handle  retail  orders  at  the  factory. 

And  as  to  transportation,  it  is  an  elementary  economic  principle  that  goods 
should  be  trausporteil  in  bulk  to  as  near  the  point  of  consumption  as  possible. 
Therefore  the  factory  will  slip  in  great  consignments  the  needs  of  tf  whole 
zone  to  the  zone  centers.  There  the  goods  are  subdivided  and  shipped  In 
comnumity  lots  to  the  towns  surrounding  the  centers.  There  in  retail  stores 
the  retail  operations  of  filling  individual  consumers'  needs  can  best  be  per- 
formed. Th.s  discloses  the  falsity  of  most  of  the  appeals  to  "  buy  direct  from 
the  maker  and  save  middlemen's  expenses.** 

Now  let  us  see  whether  the  chain  stores,  the  dei)artment  stores,  the  mail- 
onler  houses,  the  manufacturer's  own  stores  or  any  cooi>eration  plans  really 
succee<led  in  eliminating  either  tlie  wholesaler  or  the  retailer.  The  producer 
and  consumer  we  know  are  pr.ncipals  who  can  not  be  eliminated. 

The  department  store  aims  to  eliminate  the  jobber  (wholesaler).  Does  it 
do  it? 

In  principle  the  department  store  is  a  collection  of  stores  in  different  lln(*s  of 
business  under  one  roof.  At  the  head  of  each  substore  or  department  is  a  buyer 
and  manager,  a  paid  employee  who  takes  the  place  of  the  proprietor  of  the  ordi- 
narj'  specialty  store,  so  that  there  is  a  change  of  form  but  not  of  essence  in  this 
regard.  Some  of  the  departments  of  the  larger  department  stores  in  the  great- 
est centers  do  buy  direct  from  manufacturers,  thus  appearing  to  eliminate  the 
wholesaler  (jobber).  But  generally  speaking  they  do  not  buy  In  genuine  jobbing 
quantities  or  accept  deliveries  of  stock  in  advance  of  seasons  or  carry  stocks 
ahead  as  do  the  jobbers.  This  has  necessitated  that  manufacturers  who  cater 
to  this  department-store  trade  establish  their  own  branch  warerooms  In  the 
leading  centers  for  the  convenience  of  these  customers  so  that  in  place  of  the 
independent  jobber  we  have  the  nmnufacturer  setting  up  what  amounts  to  a 
jobbing  business  with  his  Own  capital — a  change  of  form  but  not  of  substance. 
Nothing  has  been  eliminated.  No  labor  has  been  saved — merely  the  producer 
assumes  what  was  previously  the  jobber's  job. 

But  several  other  associated  facts  should  be  borne  in  mind.  Most  department 
stores  buy  largely  from  jobbers.  Some  lines  of  goods  they  buy  "direct**  but 
still  as  a  department  store  carr>ing  full  assortments,  not  a  one  could  exist 
without  the  service  of  the  jobber  with  his  ready  stoc^ks  to  supply  their  "  flll-in  '* 
orders  betw^een  seasons  and  the  incidental  convenience  items  that  they  only 
buy  in  small  lots.  Therefore,  to  the  extent  that  they  do  buy  direct  and  cause 
the  establishment  of  manufacturers'  warerooms  for  their  convenience,  they  are 
superimposing  these  new  substitute  jobbers  upon  the  already  existing  system 
of  jobbing  establishments  which  must  be  continued  for  the  service  of  ordinary 
stores  and  even  for  their  own  use  on  goods  they  can  not  buy  direct  Therefore, 
instead  of  eliminating  they  have  added  to  the  complexity  of  the  distributing 
machinery  and  somewhat  to  the  expense.  It  may  not  be  without  significance 
that  even  before  the  world  war  the  most  striking  advances  in  the  cost  of  living 
were  concurrent  with  the  great  development  of  the  various  methods  calculated 
to  eliminate  and  save  middlemen.  It  can  not,  however,  be  Implied  that  they 
were  alone  resi)onslble  for  it.  Again  as  to  department  stores,  it  must  be  remem- 
bered that  those  really  falling  under  this  head  are  to  be  found  only  in  our 
very  largest  cities.  They  are  adapted  to  serve  only  in  congested  centers  of 
population  and  that  even  In  these  centers  they  are  so  far  from  the  homes  of 
the  residents,  that  smaller  neighborhood  stores  and  specialty  stores  do  many 
times  the  volume  of  trade  of  all  the  department  stores  of  a  city  put  together. 
They  are  therefore  an  insignificant  factor  in  the  whole  system  of  distribution 
of  a  nation. 

WHAT  THE  CHAIN  STORE  ATTEMPTS. 

Next  take  the  chain  stores.  Chain  stores,  in  contrast  to  the  department  store, 
may  be  described  as  a  multiple  system  of  establishments  under  one  ownership 
and  in  one  line  of  business  under  different  roofs.  They  are  found  in  the  grocery^ 
drug,  hardware,   hat,   shoe,   clothing,    haberdashery,   candy,   cigar,   and   other 
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lines.  Some  conibiDations  operate  over  a  thousand  stores  and  stretch  from  coast 
to  coast.  Obviously  they  do  not  eliminate  the  retail  store  because  they  are 
^«sentially  local  retail  stores  themselves.    Do  they  eliminate  the  jobber? 

Take  a  typical  chain-store  concern  doing  business  in  the  Eastern  States.  Its 
headquarters  are  in  New  York.  Here  it  buys  for  a  hundred  stores.  It  orders 
in  genuine  jobbing  quantities  just  as  does  the  ordinary  jobber  who  sells  to  sev- 
eral hundred  stores.  At  its  headquarters  it  has  a  large  staff  of  buyers  and  a 
warehouse  at  which  it  receives  its  goods  from  the  manufacturers.  But  how 
do  these  goods  reach  its  branch  stores?  They  must  be  stored,  held  in  stock, 
orders  received  from  branches,  the  goods  packed,  billed,  shipi)ed,  and  ac- 
counted for  exactly  as  in  any  jobbing  conceni.  Assume  that  it  has  one  or  two 
stores  in  Portland,  Me.  Numerous  small  shipments  must  go  from  New  York 
to  Portland.  The  ordinary  small  independent  store  in  Portland,  however,  can 
buy  from  jobbers  in  Portland  who  carry  stocks  bought  for  dozens  of  retail 
dealers  in  and  around  Portland  and  brought  there  direct  from  the  factory  in 
great  bulk.  Has  there  been  intrinsic  gain  or  loss  in  this  attempt  to  elimluat* 
the  wholesaler?  I  submit  that  it  amoimts  only  to  a  change  of  form  with  general 
disadvantage  in  the  change. 

We  neeil  not  go  on  through  the  list  to  dissect  the  operation  of  each  of  the 
other  methods  attempted  in  the  hope  of  "eliminating  the  middleman."  We 
may  content  ourselves  with  an  examination  of  the  manufacturer  who  sets  np 
his  own  stores  and  the  purest  cooperative  systems  of  consumer-owned  systems. 
If  the  same  old  middlemen  continue  to  bob  up  in  some  form  or  other  we  ma.v 
accept  them  as  inevitable  and  see  where  hope  really  remains. 

TAKES    UP    THE    JOBBER'S    WORK. 

Chains  of  manufacturer-owned  shoe  stores  are  among  the  commonest  of  this 
type.  The  producer  deals  *'  dii-ect  '*  with  the  consumer.  True,  the  company 
which  owns  the  stores  where  the  consumers  buy  makes  the  shoes.  But  there 
is  no  marked  difference  between  the  stores  and  those  of  independent  retail  shoe 
dealers.  They  perform  the  same  functions  in  about  the  same  methods  and  a 
paid  manager  takes  the  place  of  the  customary  proprietor  on  the  principle  of 
the  absentee  landlord  in  agriculture.  It  may  also  be  noted  that  whereas  the 
independent  local  dealer  represents  the  consumer,  the  local  manager  of  the 
chain  store  represents  the  manufacturer  and  is  restricted  to  the  products  of 
one  company  instead  of  choosing  among  many. 

The  place  of  the  jobber  is  taken  by  the  manufacturers*  own  warehouses  set 
up  in  central  points  from  which  the  gopds  are  distributed  to  the  local  stores 
of  the  company.  As  a  matter  of  fact  chain  shoe  stores  are  generally  confined 
to  large  and  medium  sized  cities,  and  in  the  smaller  towns  local  shoe  dealers 
act  as  agents  for  these  same  companies  buying  "direct"  from  the  manufac- 
turer, but  receiving  their  stocks  through  the  same  branch  warehouses  whidi 
serve  the  stores  of  the  companies.  It  is  a  conmientary  upon  the  economy 
involved  in  the  system  to  note  that  the  independent  "  agent "  dealers  are  sold 
on  terms  that  enable  them  to  sell  to  consumers  at  the  same  prices  as  the  com- 
pany-owned stores.  Nothing  has  been  eliminated ;  the  branch  warehouses  of 
the  factory  are  merely  substitute  jobbers.  Invariably  the  functions  of  whole- 
saler and  retailer  must  be  performed,  and  the  only  change  is  in  the  name  of  the 
machinery  for  doing  it. 

Finally,  how  do  consumer-owned  cooperative  enterprises  function  on  this 
proposition  of  elimination? 

Fair  examples  are  found  in  the  great  cooperative  societies  of  England  and 
Scotland. 

The  customary  process  in  the  formation  of  these  enterprises  is  for  the  people 
of  a  community  to  join  together  and  each  to  subscribe  the  equivalent  of  about 
$5  or  $10  toward  the  capital  for  setting  up  a  local  retail  cooperative  store 
which  sells  both  to  the  subscribing  members  and  to  the  general  public,  but 
dividends  based  upon  the  profits  of  the  store  are  paid  to  the  subscribers  not 
in  proportion  to  their  stock  holdings  but  to  their  purchases  at  the  store. 

They  start  out  then  by  not  elimlnat'ng  the  retail  store  but  by  ecitablish- 
Ing  a  new  one  In  the  community  and  owning  it  themselves. 

"  C00P8  "   GO  TO  THE   SOURCE. 

Although  many  of  these  "  coop  "  stores  buy  in  part  or  mainly  from  ordinary 
jobbers,  the  majority  have  joined  in  setting  up  their  own  cooperative  whole- 
sale societies.    Thus  the  consumers  own  the  retail  stores  and  the  retail  stores 
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o\vn  their  own  jobbers.  Single  ones  of  tiiese  wholesale  "  societies  "  do  a  busi- 
ness of  several  hundred  million  dollars  a  year,  selling  exclusively  to  the  co- 
operative retail  stores.  So  great  are  their  operations  that  they  also  own 
several  factories  antl  on  foreign  continents  own  their  own  plantations  and 
warehouses.'  Most  of  the  wheat  Imported  from  Canada  to  Scotland  is  for  the 
mills  of  the  Scottish  Cooperative  Wholesale  Society.  The  actual  producers 
are  the  employees  of  the  consumers  in  this  enterprise. 

But  In  these  very  facts  of  the  way  in  which  these  consumer-owne<l  institu- 
tions organize  to  perform  their  functions  is  the  strongst  demonstration  that 
the  wholesale  and  retail  middlemen  can  not  be  eliminated.  They  may  be 
owned,  their  profits  may  be  turnel  back  to  the  consumers  or  part  of  the 
consumers,  but  it  Is  futile  to  start  to  "  buy  direct "  or  to  cut  out  the  jobber 
or  retailer.  And  the  wastes  and  losses  also  must  be  borne  by  the  consumer, 
and  it  must  not  be  overlooked  that  these  **  coop  "  stoes  often  fail  or  run  into 
losses. 

It  remains  to  be  considered  whether  in  spite  of  the  nonel'mlnation  of  middle- 
men the  cooperative  society  and  the  other  recent  types  of  distributors  merit 
the  measure  of  success  they  enjoy  or  whether  they  are  psychological  rather 
than  economic  phenomena,  temporary  and  passing. 

As  to  the  cooperative  store  system  it  may  be  admitted  that  there  is  no  sav- 
ing in  the  machinery  of  distribution.  Even  to  the  matter  of  traveling  sales- 
men representing  the  wholesale  societies  and  calling  upon  the  very  retail 
stores  which  own  them,  all  of  the  paraphernala  of  the  ordinary  jobbing  and 
retail  system  is  duplicated.  The  wholesale  societies  find  that  it  is  necessary 
to  explain  their  wares,  answer  questions  and  objections,  and  stimulate  the  man- 
agers of  the  retail  stores  to  order  more  and  new  goods,  and  they  maintain  a 
large  staff  of  travelers  to  accomplish  these  and  other  purposes.  Advertising 
is  similarly  employed. 

If  they  do  all  of  the  work  of  the  conventional  distributing  system  and  elimi- 
nate none,  where  may  they  be  expected  to  make  savings  for  their  consumers? 

The  secontl  of  our  tests  referred  to  saving  unearned  or  unreasonable  profits 
taken  under  the  existing  distributing  system.  Can  the  cooperative  or  other 
large  retail  institutions  maintain  themselves  more  efficiently  and  cheaply  and 
thus  make  savings  and  earnings  to  the  ultimate  users  of  commodities? 

ON  A  KEEN   COMPETITIVE  BASTS. 

Or  do  the  ordinary  wholesalers  and  retailers  extort  exorbitant  profits,  offer- 
ing a  chance  to  puncture  Inflated  prices  on  that  account?  They  are  on  a 
keenly  competitive  basis.  They  compete  with  each  other  and  also  with  the 
chain  stores,*  manufacturers'  stores,  and  department  stores.  If  there  were  any 
general,  willful  overcharging  it  would  seem  as  though  it  would  immediately 
react  to  drive  trade  from  those  who  indulged  in  it.  Yet  the  vitality  and  per- 
sistence of  the  stores  and  jobbers  of  the  old  order  baflle  and  annoy  those  who 
look  for  and  seek  their  early  removal.  On  the  other  hand,  the  growth  of 
department  stores,  chain  stores,  and  especially  of  the  great  "  coop "  systems 
of  Europe  and  the  popular  Impression  in  some  quarters  that  they  can  and  do 
undersell  the  small  stores  which  obtain  their  goo  Is  through  customary  chan- 
nels has  caused  them  to  be  sometimes  hailed  as  deliverers  from  the  burdens  of 
the  high  living  costs  which  have  grown  so  persistently  higher  and  their  com- 
mercial success  is  accepted  as  proof  of  fitness. 

Yet  if  all  the  work  of  the  old  system  remains  to  be  done  under  the  new,  one 
must  wonder  whether  it  is  because  a  hired  manager  of  a  store  which  he  does  not 
own  is  necessarily  more  capable  or  interested  or  efficient  than  the  owner- 
proprietor  whom  he  is  intended  to  replace.  Do  people  ordinarily  work  better  for 
others  than  for  themselves?  Do  they  watch  the  small  economies,  have  they  the 
incentives  for  hard  work,  close  supervision,  and  skillful  management  when 
others  take  the  profits  or  stand*  the  losses?  Will  the  managers,  foremen,  and 
laborers  work  harder,  produce  more,  or  take  less  wages  in  a  factory  owned  by 
absent  consumers  than  in  one  of  the  ordinary  variety? 

We  are  back  upon  old  questions  here  and  argument  will  lead  nowhere. 

But  under  the  title  "  Dissecting  the  Consumer's  Dollar,"  we  will  examine  the 
facts  obtainable  as  to  the  comparative  operathig  costs  and  methods  of  the 
newer  distributors  beside  the  old.  We  will  take  the  consumer's  dollar  apart 
and  see  how  much  of  it  goes  for  the  production  of  the  goods,  how  much  for 
the  maker's  expenses  and  profits,  how  much  to  the  wholesaler,  and  what  toll 
and  profit  the  retailer  takes. 
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Costs  should  be  lower.  There  is  a  way  of  saving  even  though  we  can  not 
eliminate  any  of  the  links  in  the  distributing  chain.  It  is  not  to  discourage 
effort  by  showing  what  can  not  be  done  that  this  article  is  written,  hut  to  save 
misdii^ected  effort  and  divert  it  into  fruitful  channels.  This  the.  subsequent 
article  will  also  attempt 

DiSSKCTING  TlIK  CONSUMER'S  DOT.LAR. 

THE  ONLY   ROAD  TO  A   LOWER  COST  OF   LIVING NO   ROYAL  ROAD  TO  LESSENING  COSTS 

OF  DISTRIBUTING  GOODS. 

[By  William  H.  IngersoH.] 

Social  unrest  and  the  dissatisfaction  of  workers  is  due  largely  to  the  meagei 
comfort  with  which  people's  earnings  can  be  made  to  provide  them.  Ijibor 
wants  a  change  in  its  status  and  in  its  participation  in  what  is  produced,  but 
the  most  immediate  desideratum  is  a  better  standard  of  living.  This  a  true 
reduction  in  living  costs  would  accomplish,  and  so  it  will  be  understood  that 
when  we  refer  to  the  cost  of  living  herein  we  do  not  merely  have  in  mind  prices 
per  se,  but  rather  the  cost  of  the  essentials  of  wholesome  living  in  relation  to 
current  wage  scales,  for  it  has  been  amply  demonstrated  since  1914  (if  it  needed 
demonstration)  that  wages  themselves  mean  nothing  except  as  measured  in  pur- 
chasing power  to  satisfy  iieeils.  And  though  we  may  have  the  wage  earner 
primarily  in  mind  in  seeking  to  reduce  living  costs,  the  demand  is  equally 
strong  from  all  elements  of  society  and  the  ccmsuming  public  at  large  would 
benefit  by  a  change  in  the  direction  sought. 

In  a  preceding  article  it  was  pointed  out  that  roughly  two-thirds  of  the  cost 
of  the  things  that  we  buy  are  absorbed  in  the  processes  of  distributing  those 
things  after  they  are  made,  and  that  only  approximately  one- third  went  into  the 
original  cost  of  physical  production. 

Granting  that  costs  are  too  high  and  that  particularly  it  costs  too  uuich  to 
distribute  our  goods,  we  then  proceeded  to  examine  the  aims  and  efforts  of 'i'n<ise 
who  would  accomplish  a  reduction  through  the  elimination  of  the  middleman. 

We  studied  the  operations  of  those  great  retail  institutions,  the  department 
store  and  the  chain  store,  which  aim  and  claim  to  eliminate  tlie  wholesaler.  We 
found  that  instead  of  eliminating  him  they  substituted  a  new  one.  The  depart- 
ment store  requires  the  establishment  of  wholesale  warerooms  by  the  manufac- 
turer as  well  as  a  continuation  of  the  regular  wholesaler,  while  the  cham  stores 
set  up  their  ow^n  central  wholesale  establishment,  where  goods  are  received 
from  the  factories  and  subdivided  and  distributed  among  their  stares  precisely 
in  tlie  manner  followed  by  the  customary  wholesale  house  to  its  retail  customers, 
involving  all  the  labor  of  receiving  goods  in  bulk,  opening,  subdividing,  repack- 
ing, forwarding,  and  accounting,  with  resultant  disadvantage  and  expense  rather 
than  gain. 

In  each  chain  store  we  found  a  substitute  proprietor  in  the  person  of  a  hired 
manager,  requiring  additional  safeguards  and  expense  against  dishonesty,  indif- 
ference, and  inefficiency. 

Similarly,  when  the  manufacturer  essayed  to  establish  his  own  retail  stores 
and  eliminate  the  retailer  and  wholesaler,  we  found  that  the  retail  stores  still 
existed  and  that  he  had  to  have  intermediate  warerooms  of  his  own  to  replace 
the  wholesaler,  involving  all  of  the  functions,  operations,  and  labor  of  the 
ordinary  distributing  system. 

Again,  when  we  examined  the  great  cooperative  societies  of  Great  Britain  we 
found  the  same  distributing  elements,  and  we  were  forced  to  the  conclusion 
that  in  the  nature  of  the  consumer's  needs  and  his  geographical  distribution  over 
wide  areas  the  machinery  of  distribution  require  three  indispensable  elements, 
namelj',  the  producer,  the  wholesaler,  and  the  retailer,  and  that  no  effort  to 
eliminate  any  of  these  units  had  succeeded  In  reducing  the  amount  of  labor  to 
be  performed,  or  in  doing  more  than  to  change  the  name  of  the  functionary  per- 
forming it. 

The  mail-order  system  was  found  to  be  a  retail  Institution  combined  vnm 
wholesale  warerooms,  and  in  some  instances  factories,  and  to  save  no  labor, 
but  rather  to  violate  an  elementary  principle  of  transportation  in  that  it  in^ 
volves  the  carrying  of  retail  packages  over  long  distances  instead  of  carrying 
goods,  in  bulk  to  the  community  where  they  are  to  be  consumed  and  there  open- 
ing the  factory  cases  and  subdividing  and  delivering  through  a  retail  establish- 
ment to  the  consumer  individuals. 
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It  was  left  to  us  to  Inquire,  therefore,  in  view  of  tlie  fact  tliat  elimination  of 
the  middlemen  could  not  be  achieved,  whether  any  of  these  methods  of  distri- 
bution succeeded  in  performing  the  inevitable  labors  at  a  lower  expense  or  in 
relieving  the  consumer  of  paying  exorbitant  or  unearned  profits,  and  whether 
in  the  event  that  these  hopes  failed  there  was  any  otiier  direction  in  which  we 
might  look  for  relief  from  the  high  costs  which  are  admitted  to  be  greater  than 
they  should  be. 

In  our  preceding  article  it  was  set  forth  that  three,  and  only  three,  possible 
ways  of  saving  on  distributing  costs  lay  before  us,  viz,  (o)  eliminating  useless 
labor;  {b)  eliminating  unreasonable  or  unearned  profit;  (c)  hicreaslng  the  etti- 
cieucy  of  our  distributors. 

There  is  no  opportunity  for  saving  in  the  motions,  processes,  or  labor  of  the 
producer- wholesaler- retailer  system  without  substituting  more  expensive  meth- 
ods. If  further  demonstration  of  this  were  needed  it  might  be  found  in  the 
relative  prices  of  articles  sold  and  delivered  by  the  manufacturers  through  direct 
factory  agents,  as  in  the  case  of  typewriters,  adding  machhies,  cash  registers, 
sewing  machines,  and  a  host  of  other  things  sold  by  the  manufacturers'  organiza- 
tions without  the  intervention  of  the  wholesaler  or  retailer  in  the  ordinary  form, 
and  the  prices  of  which  to  the  consumer  are  approximately  five  times  the  cost  of 
production  instead  of  the  customary  three.  One  other  observaticyn  is  in  order 
here,  I.  e.,  that  when  we  discuss  the  question  of  eliminating  middlemen  we  have 
in  mind  that  the  numerous  speculators  and  nonproductive  meddlers  in  some  lines 
of  trade  have  not  entered  into  our  consideration  and  are  not  to  be  recognized  as 
performing  the  legitimate,  necessary  functions  of  the  wholesaler  and  retailer, 
though  in  some  trades  it  is  sometimes  permissible  to  subdivide  the  functions  of 
these  latter  and  add  a  link. 

It  is  commonly  supposed  that  large  businesses  operate  more  ecrnomically 
than  small  ones,  and  there  is  a  popular  impression  therefore  that  the  large 
department  stores,  the  chain  stores,  the  mail-order  houses,  and  the  great  co- 
operative enterprises  of  Europe  make  savings  which  they  can  pass  on  to  con- 
sumers, or  that  they  work  on  a  smaller  margi.n  of  profit  and  give  better  values. 

As  to  operating  costs  in  point  of  fact,  It  is  found  that  the  large  stores  are 
under  greater  proiwrtionate  expense  than  small  ones,  as  will  be  shown  in 
a  moment 

The  assumption  to  the  contrary  is  a  natural  one  until  a  fundamental  dis- 
tinction in  the  character  of  the  functions  of  distribution  as  contrasted  with 
those  of  manufacturing  is  recognized. 

It  is  true  that  within  certain  limits  production  can  be  more  economically 
conducted  on  a  large  scale  than  on  a  small  one. 

MUST   DEAL    WITH    HUMAN    NATURE. 

But  manufacture  is  a  matter  of  materials,  machinery,  labor  organization,  and 
management  concentrated  in  one  unit  under  a  single  control.  It  is  done  in  one 
place.  When  we  come  to  distribute  the  manufactured  product,  w-e  deal  not 
with  metals,  machinery,  and  organization,  but  with  the  variable  quantity, 
human  nature.  We  must  inform,  educate,  and  persuade  thousands  or  millions 
of  people  of  different  temperament,  experience,  purchasing  power,  viewpoint, 
and  needs,  scattered  across  a  continent  to  adopt  our  new  invention,  to  discard 
their  old  habits,  to  drop  their  prejudices,  to  accept  our  product  instead  of  some 
other.  We  must  deliver  the  individuars  retail  requirements,  not  the  factory's 
wholesale  output. 

This  can  best  be  done  by  widely  separated  efforts  distributed  over  each  small 
area  as  the  population  is  grouped.  Thus  it  tends  to  keep  stores  small  and 
situated  close  to  the  consumers.  The  retailer,  the  neighborhood  store,  knowing 
intimately  the  local  needs  and  peculiarities,  selects  suitable  goods  with  greater 
precision  has  access  to  the  people  of  the  vicinity  more  often,  and  can  get  into 
closer  touch  with  the  consumer  and  show  the  new  products,  explain  them,  and 
make  sales  with  less  expenditure  for  advertising,  delivery  systems,  etc.,  than 
the  large  store  further  away.  His  show  window  is  a  constant  medium  of  com- 
munication. He  buys  closer  according  to  the  local  preferences,  carries  smaller 
stocks,  and  suffers  smaller  losses  through  left-over  and  mark-down  merchandise. 
Hence,  the  undiscriminating  supposition  that  because  large  industrial  units  are 
economical  the  same  will  be  true  of  merchandising  establishments,  is  unwar- 
ranted and  is  disproved  by  an  examination  of  their  ratio  of  operating  expenses. 
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This  explains  the  tenacity  \\ith  which  smaller  stores  hold  out  and  do  the 
bulk  of  the  country's  business,  both  In  the  great  cities  and  smaller  towns. 
They  are  capable  of  rendering  sei-vice  both  from  the  standpoint  of  convenience 
and  values.  Many  other  factors  enter  into  the  situation,  such  as  the  expertness 
of  the  specialist  who  devotes  himself  closely  to  one  line  of  business  and  one 
community  instead  of  striving  to  master  many  with  the  help  of  employees,  as 
does  (he  department  store ;  and  it  has  not  the  "  overhead  "  expense  of  a  coor- 
dinating organization  to  keep  track  of  many  departments,  protect  against  shop- 
lifting, dishonest  clerks,  managers,  buyers,  etc. 

It  is  not  to  be  inferred  that  the  department  store  does  not  serve  a  useful 
purpose  in  its  own  sphere.  We  are  considering  only  its  ability  to  reduce  living 
costs  as  indicated  by  Its  operating  exi)enses  compared  with  those  of  the  smaller 
store.  Since  it  does  not  save  work,  we  are  striving  to  find  out  if  it  can  save 
in  the  performance  of  the  work. 

GErrriNfi  down  to  figubesl 

I^t  US  now  refer  to  figures. 

While  it  had' long  been  common  knowledge  among  business  men  that  the  cost 
of  doing  buPifiesR  of  the  large  store^>;  was  heavier  than  that  of  the  small  ones,  as 
evidenced  by  their  buyers  who  argued  among  other  reasons  that  they  must 
have  lower  prices  on  their  purchases  because  their  expenses  demanded  it,  there 
are  available  the  results  of  several  extensive  researches  into  the  subject. 

On  account  of  the  abnormal  conditions  obtaining  since  the  beginning  of  the 
European  war  In  1914  we  will  confine  our  attent'.on  to  figures  gathered  before 
that  time. 

In  his  book,  Keeping  Up  With  Rising  Costs,  Walter  Sammons,  of  System 
Magazine,  publishes  extensive  findings  covering  the  years  1890  to  1913.  Typical 
of  general  conditions  are  those  pertaining  to  three  stores  of  different  sizes. 

One  is  a  large  department  store  doing  a  business  of  $17,000,000  a  year.  An- 
other is  an  ordinary  dry  goods  store  with  sales  of  $150,000,  and  the  third  a 
small  store  selling  only  $25,000  a  year. 

The  chart  shows  that  throughout  the  period  the  operations  of  the  depart- 
ment store  cost  about  10  per  cent  more  of  the  money  It  took  In  than  did  those  of 
the  two  smaller  stores  based  upon  their.<?. 

The  figures  are  a  composite  result  obtaine<l  by  a  study  of  nearly  a  thousand 
stores  in  all  sections.  It  shows  that  the  percentage  of  the  operating  expenses  in 
proportion  to  the  business  done  Is  higher  In  the  large  department  store  than  in 
any  other  retail  store  save  only  the  jewelry  store  dealing  in  luxuries,  which  is 
about  the  same  as  the  department  store.  The  jewelry  d^artment  in  the  latter, 
however,  would  be  found  to  be  about  10  per  cent  higher  still. 

Chain  stores  are  not  considered  in  this  d'agram,  but  it  is  generally  recog- 
nized in  business  circles  that  their  expenses  are  higher  than  those  of  the 
department  store. 

MAIL-ORDER  tX)STS   AN   ERROR. 

The  mall-order  expenses  which  are  shown  In  the  diagram  to  be  the  lowest  of 
All,  are  admittedly  In  error,  the  explanation,  I  understand,  being  that  they 
were  based  upon  insuflacient  data.  Dr.  Paul  H.  Nystrom  of  the  University  of 
Wisconsin,  In  an  investigation  carried  on  about  the  same  time,  found  the  mail- 
order expenses  to  be  about  22  per  cent,  to  which  must  be  added  the  cost  of 
transportation  of  the  goods  to  the  consumer  to  make  them  comparable  to  the 
figures  of  the  retail  store  which  delivers  the  goods  locally.  This  would  make 
the  expense  of  the  mail-order  business  10  j)er  cent  or  more  higher  than  shown 
in  the  diagram,  or  about  25  per  cent.  Dr.  Nystrom's  research  In  otlier  particu- 
lars generally  confirmed  that  of  Mr.  Sammons,  and  his  book  The  Economics 
of  Retailing  throws  other  lights  on  the  subject. 

Another  country-wide  Investigation  is  that  of  Mr.  C.  C.  Parlln,  of  the  Curtis 
Publishing  Co.,  and  his  findings  are  partly  published  In  his  book  Advertising 
as  a  Business  Force.    They  substantially  agree  with  those  of  Mr.  Sammons. 

To  offset  the  higher  cost  of  doing  business  of  the  large  retail  institutions,  it 
must  be  borne  In  mind  that  they  buy  at  lower  prices  than  the  smaller  stores  by 
about  15  per  cent,  based  on  the'r  cost  prices.  This  about  balances  their  higher 
operating  expenses,  which  are  figured  on  their  selling  prices  and  pennlts  them 
to  compete  In  values.  Whether  they  rightfully  earn  the  price  advantage  they 
enjoy  Is  l)eslde  the  question  before  us. 

To  those  to  whom  the  proof  of  the  pudding  Is  in  the  eating  and  who  have 
experienced  undeniable  bargains  from  the  big  stores  it  should  be  explained  that 
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frequently  they  pick  up  large  lots  of  goods  at  genuine  savings.  This  is  part  of 
their  service  to  manufacturers,  wholesalers,  and  the  public.  Also,  they  have 
more  "  left  overs  "  to  be  sacrificed.  Again,  some  of  them  occasionally  sell  well- 
known  articles  at  an  actual  loss  in  order  to  draw  trade,  but  In  the  long  run 
they  must  make  money  and  they  must  recoup  themselves  for  their  sacrifices 
and  cover  their  losses  on  the  ordinary  run  of  their  merchandise,  which  on 
account  of  their  high  expenses  must  be  sold  proiiortlonately  high. 

In  a  long  series  of  purchases  extending  over  a  period  of  years  and  made  from 
big  stores  and  little  stores  in  the  same  vicinity  at  the  same  time  for  the  pur- 
pose of  examining  comparative  values  In  identical  or  nearly  identical  goods, 
no  conclusive  advantage  was  found  on  either  side.  Sometimes  and  on  some 
classes  of  goods  the  larger  stores  appeared  the  cheaper.  On  others  the  small 
stores  had  the  advantage.  Generally  speaking,  country  stores  were  cheaper 
than  big  city  stores.  The  same  holds  true  for  the  chain  store  and  mail-order 
tests.  In  range  of  variety  tlie  large  stores  excel  and  likewise  in  style  mer- 
chandise they  have  the  later  fashions.  But  in  the  same  goods  for  equal  quality 
in  other  respects  they  are  higher  priced.  The  small  store  excels  in  convenience 
of  location,  in  personal  service,  in  promptness  of  delivery,  and  extension  of 
sound  credit. 

From  all  of  the  foregoing  we  may  conclude  that  bigness  does  not  mean 
economy  and  that  neither  in  the  attempt  to  eliminate  labor  or  perform  the  labor 
at  lower  operating  expense  do  the  large  distributing  institutions  achieve  results. 

As  to  cooperative  stores,  there  are  no  large  successes  in  the  United  States, 
and  my  data  regarding  those  in  Europe  so  far  as  their  expenses  are  concerned 
is  at  present  too  meager  and  inconclusive  to  mean  nmch.  Having  visited  them, 
however,  and  having  made  comparative  purchases  from  them  and  from  neigh- 
boring independent  stores  without  apparent  differences  in  values,  and  knowing 
that  they  save  no  labor  and  do  not  appear  to  be  more  capably  managed  and 
that  they  suffer  several  material  disadvantages  in  comparison  with  the  inde- 
pendent stores,  I  am  forced  to  conclude  that  they  accomplish  no  more  in  econ- 
omy of  operating  expense  than  do  the  other  efforts  at  "eliminating  the  middle- 
man." 

This  brings  us  to  a  consideration  of  whether  there  is  a  prospect  of  saving 
unearned  or  exorbitant  profits,  since  the  saving  of  labor  and  expense  has  disap- 
peared. To  judge  of  this  we  must  have  before  us  some  approximation  of  the 
profits  absorbed  in  the  existing  system  of  distribution  from  maker  to  whole- 
saler, wholesaler  to  retailer,  and  retailer  to  consumer. 

While  expenses  and  profits  vary  in  the  different  lines  of  trade,  and  different 
sections  of  the  country,  and  in  different  stores  in  the  same  kind  of  business, 
and  in  the  same  store  from  season  to  season,  it  is  possible  to  approximate  the 
general  percentages  over  yearly  periods  and  make  a  composite  covering  principal 
lines  of  businesa 

ALL  SORTS  OF  COSTS  TRACED. 

Figure  3  represents  dlagrammatically  the  results  of  an  inquiry  made  in  the 
early  part  of  1916.  The  products  of  40  typical  factories  producing  foods,  drugs, 
hardware  supplies,  fuel,  house  furnishings,  clothing,  jewelry,  shoes,  dry  goods, 
notions,  automobile  supplies,  and  several  other  lines  were  traced  from  maker 
to  user  through  large  and  small  stores  widely  scattered.  The  observations  were 
reduced  to  composite  averages.  The  effects  of  the  European  war  in  the  form 
of  increased  operating  costs  are  shown  In  the  figures,  yet  there  is  not  a  wide 
discrepancy  between  the  retailers'  expense  of  doing  business  at  this  time  and 
at  the  time  of  Mr.  Sammons*s  investigation.  The  consumer's  dollar  thus  dis- 
sected reveals  unreasonably  heavy  expenses  In  distribution,  but  the  profits  of 
the  middlemen  are  not  an  unreasonably  heavy  burden  upon  the  consumer. 

The  retailing  profit  of  6  cents  remaining  after  the  operating  expense  of  28 
cents  is  deducted  from  the  gross  profit  of  34  cents  out  of  each  dollar  taken  Jn 
would  pay  a  return  of  $1,800  a  year  on  the  ordinary  store's  volume  of  $30,000 
sales.  This  is  slightly  less  than  $35  per  week,  and.  considering  a  usual 
investment  of  from  $5,000  to  $10,000  in  the  business  and  the  risks  taken,  it  la 
a  modest  reward  for  the  services  to  the  community,  and  with  interest  on 
investment  subtracted  amounts  really  to  less  than  $30  per  week,  which  is  less 
than  the  skilled  laborer  frequently  receives  for  shorter  hours,  less  anxiety,  and 
without  risking  his  own  money  in  the  enterprise. 

For  purposes  of  simplification,  fractions  of  cents  were  discarded  and  the 
nearest  whole  number  taken.  Thus  the  wholesaler's  profit  shown  as  3  cents 
really  figured  to  be  only  a  trifie  over  2i  cents.    But  taking  it  at  3  cents  and 
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adding  the  retailer's  6  cents,  we  have  the  total  profit  of  those  two  middlemen 
as  9  cents  out  of  the  consumer's  dollar. 

The  most  then  that  any  scheme  of  saviuR  middlemen's  profits  could  bope  to 
attahi  would  be  to  save  a  part  of  this  9  cents.  Interest  on  investment  and  sal- 
aries of  managers  In  place  of  the  proprietor's  profits  would  necessarily  reduce 
the  amount  that  could  be  saved.  Only  a  narrow  saving  could  iHissiblv  be 
looked  for. 

But,  in  order  to  hope  for  any  saving,  it  would  be  necessar>'  to  conduct  the  dis- 
tributing operation  as  expertly  as  they  are  now  performed  and  without  in- 
crease of  operating  expenses.  If  tlie  ambition  contemplated  benefits  to  any 
large  proportion  of  the  people,  It  would  require  that  the  present  proprietors 
be  induced  to  work  for  others  for  a  smaller  remuneration  than  they  now  re- 
ceive as  owners,  or  to  supply  a  new  school  of  managers  to  take  their  places. 
Neither  of  these  alternatives  is  immediately  probable. 

If,  for  a  moment,  we  indulge  in  a  consideration  of  a  vast  scheme  of  collective 
ownership  by  consumers,  including  retailing  in  all  lines  of  busines.s,  wholesaling, 
manufacturing,  growing,  and  mining,  we  are  confronted  with  problems  of  or- 
ganization and  management  greater  than  those  of  government 

NOT  E\'EN   A   RIPPTJ:   IN   TBADE. 

The  cooperative  movements  of  Great  Britain,  great  as  they  are  and  involving 
hundreds  of  millions  of  business  annually,  are  not  large  enough  to  have  made  a 
ripple  on  the  surface  of  Britain's  trade.  The  ordinary  retailer  and  wholesaler 
still   do  business  without  concern. 

Successful  as  the  "  coops  "  are  generally  regarded,  they  bAve  made  no  general 
change  in  conditions,  and  it  is  seriously  to  be  doubted  whether  they  have  con- 
veyed any  real  economic  benefita  Side  by  side  the  older  wholesale  and  retail 
houses  successfully  compete  with  them  for  trade,  smaller  though  they  are  and 
without  the  psychological  advantage  of  having  the  constlmers  as  members  «>r 
shareholders  with  all  the  prejudice  that  men  hold  In  favor  of  things  to  which 
they  "belong"  and  which  belong  to  them. 

To  extend  the  cooperative  system  to  a  point  where  it  became  a  material 
factor  in  the  situation  would  bring  such  complication  in  organization  and  man- 
agement that  men  could  hardly  cope  efficiently  with  them.  We  would  have  busi- 
ness on  a  scale  analogous  to  that  which  Governments  have  had  to  carry  on 
during  war  time  In  making,  buying,  and  distributing  munitions  and  clothing 
and  food  supplies.  The  limitations  of  human  (capacity  would  be  felt,  waste,  lost 
motion,  high  costs,  politics,  favoritism,  indolence,  jealousy,  bureaucracy,  if 
not  graft,  would  creep  in.  Is  it  not  better  to  divide  the  job  up  Into  small  lots 
and  leave  It  to  men  according  to  their  initiative  and  ability  to  handle  it  on  their 
own  responsibility  under  competitive  conditions  and  within  limits  that  they 
can  comprehend  and  grapple  with,  instead  of  lumping  it  into  so  great  a  task 
that  the  magnitude  surpasses  even  imagination? 

The  socialist  will  answer  one  w^ay,  the  democrat  the  other..  But  I  submit 
that  we  have  seen  that  bigness  has  resulted  so  far  in  Increased  operating  ex- 
pense and  that  except  for  Inside  prices  of  doubtful  validity,  It  could  not  compete. 
Why  then  extend  it?  I  further  submit  that,  so  long  as  human  nature  remains 
as  it  is,  and  so  long  as  we  employ  the  principle  of  private  property  and  capital 
at  all,  that  moderate-sized  units  closely  and  competently  managed  under  the 
customary  incentives  of  the  profits  of  the  competitive  system,  will  excel  larger 
units  in  economy  of  operation  if  artificial  advantages  to  the  latter  are  with- 
held. And  the  limits  of  size  in  the  field  of  dlstrbution  are  much  sooner  reached 
than   in   the  industrial   field. 

We  have  found  no  way  of  eliminating  the  labor  of  distribution.  Our  experi- 
ments In  new  forms  of  distributors  have  not  disclosed  economies  in  the  per- 
formance of  the  work.  We  have  not  discovered  an  exorbitant  profit,  absorbed 
by  the  "  grasping  middleman.**  Personally,  we  know  the  dealer  to  be  much  like 
other  men,  we  know  him  as  a  neighbor  and  citizen,  and  we  know  that  usually 
he  works  hard  without  getting  rich. 

THE  BEAL  WAY  OUT. 

Have  we  followed  this  long  reasoning  then  only  to  end  in  discouragement? 
No !  There  is  a  way,  not  a  royal,  easy  road  to  lower  living  costs,  not  a  simple 
change  of  form  and  names  and  ownership  in  the  elements  of  the  dlstributtog 
chain  to  bring  a  wondrous  reformation,  but  a  reasonable  way  to  secure  ben^ts 
In  return  for  patient,  intelligent  effort  toward  our  goal. 

Let  us  give  democracy  a  real  trial. 
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Let  us  improve  the  system  that  we  have,  instead  of  looking  at  the  green  fieltla 
far  away.    How? 

The  one  unreasonable  condition  that  our  analysis  has  disclosed  is  the  exiiense 
of  distribution,  not  the  multiplicity  of  unproductive  functionaries  that  may 
easily  be  eliminated,  nor  the  burdensome  profits  so  often  suspected.  But  our 
distributors  do  spend  too  much  to  do  the  job. 

Fifty  cents  out  of  each  dollar  goes  for  the  manufacturers  and  middlemen's 
selling  expense. 

Our  next  suspicion  might  be  that  while  we  can  not  dispense  with  the  whole- 
saler or  retailer,  that  there  may  be  too  many  of  one  or  both  to  be  supported 
economically  in  the  field.  While  I  believe  that  there  Avould  be  a  small  net  gain 
If  the  number  were  reduced  by  half  or  two-thirds  with  sturdier  size  for  the 
remainder,  there  has  not  been  an  advantage  with  size  or  concentration  of  trade 
to  warrant  hope  on  this  ground  alone. 

But  a  saving  of  expense  could  be  realized  by  greater  skill  and  efficiency  on 
the  part  of  the  distributors.  We  suffer  from  too  great  an  investment  in  stag- 
nant stocks. 

Supposing  for  simple  illustration,  that  a  dealer  carries  a  stock  worth  $30,000 
at  selling  prices  and  that  this  allows  him  a  gross  profit  of  33i  per  cent  of  his 
sales,  thus  making  the  cost  of  his  stock  $20,000.  Supposing  further  that  he 
sells  out  his  stock  once  a  year,  I.  e.,  he  does  a  business  of  $30,000  at  a  gross 
profit  of  33i  per  cent  or  $10,000.  Assume  that  his  expenses  are  28  per  cent  or 
$8,400.  He  would  then  make  a  net  profit  of  5i  per  cent  on  his  sales  or  $1,600. 
This  based  upon  his  Investment  in  stock  would  be  8  per  cent  on  his  capital  em- 
ployed. On  this  basis  he  could  not  safely  do  business  on  less  than  33^  per 
cent  gross  profit,  which  means  50  per  cent  added  to  what  he  pays  for  his  goods 
as  the  consumer's  prlc^.  Indeed,  on  this  basis  he  would  be  better  off  to  invest 
his  money  In  Liberty  bonds  and  hire  out  to  work  on  a  salary  without  risk  to 
himself.  Yet  this  would  be  a  great  burden  on  the  consumer.  To  have  his  goods 
marked  up  50  per  cent  on  the  last  distributing  operation  alone  Is  "  too,  too 
hard." 

Supposing  now  that  a  new  dealer  buys  out  this  store  and  by  more  capable 
handling,  without  Investing  any  more  In  stock.  Is  able  to  sell  out  three  times 
a  year.  Figure  the  results.  Allowing  for  the  moment  that  his  expenses  remain 
the  same,  he  would  have  $90,000  of  sales  at  33J  per  cent  gross  profit  or  $30,000 
and  his  net  profit  would  be  $4,800  or  24  per  cent  on  his  capital  invested.  Again, 
if  he  could  sell  out  six  times  a  year  on  the  same  Investment  In  stock,  he  would 
net  48  per  cent  on  capital  Invested.  On  this  basis  even  though  his  selling  ex- 
pense remained  at  28  per  cent,  he  could  somewhat  reduce  his  prices  to  con- 
sumers with  safety. 

But  let  us  see  If  his  expense  percentage  reasonably  need  remain  at  28  per 
cent.  If  we  analyze  his  expenses  we  find  that  they  fall  into  two  classes,  one 
depending  upon  the  length  of  time  his  goods  remain  In  stock  and  the  other 
depending  upon  the  labor  expense  of  handling  and  selling.  The  first  then 
relates  to  the  rate  of  selling  out — in  trade  parlance  called  "turnover."  It 
applies  to  such  Items  as  rent.  The  longer  the  goods  remain  In  stock  the  longer 
the  dealer  must  charge  them  with  rent  expense  for  shelf  room.  The  second 
relates  to  the  amount  of  goods  handled  Irrespective  of  the  time  occupied  in  the 
process,  though  there  need  not  be  a  direct  variation  of  labor  expense  in  pro- 
portion to  volume.  It  applies  to  such  Items  as  advertising  and  wages  paid  to 
clerks. 

Taking  the  one  turnover  a  year  If  we  examine  the  dealer's  expenses  they 
would  be  found  to  be  somewhat  like  this : 

One  turnover. 
Time  expenses:  Percent. 

Rent 6 

Interest 6 

Heat,  light,  and  Insurance,  etc 2 

14 

Labor  expenses: 

Buying  and  traveling 1 

Clerk  hire 8 

Advertising 2 

Expressage,  dellver>%  and  supplies 1 

Breakage,  loss,  obsolescence,  miscellaneous 2 

14 

28 
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Suppose  now,  that  we  see  what  results  from  speeding  up  the  turnover  so  that 
the  KHi'e  >t«'rH  \  itti  riM  s       ••  t  '     s  »   ^  ♦       •  ■ 

Its  time  expenses  amounting  to  half  Its  total  expense  are  immediately  divided 
by  six.  As  long  as  the  stock  Is  held  down  there  will  be  no  more  rent  or  other 
**  time  "  expenses,  so  that  an  operating  charge  of  14  per  cent  Is  at  once  reduced 
to  2i  per  cent. 

As  to  labor  expenses,  the  amounts  will  surely  increase  \iith  more  goo<l8  to  be 
handled,  but  the  percentages  should  not  Increase,  but  on  the  other  hand  should 
tend  to  show  a  reduction.  It  should  not.  for  instance,  require  six  times  as 
many  clerks  to  handle  the  larger  business  in  the4$ame  size  store  and  stock. 

But  assume  that  the  labor  expense  remains  the  same.  The  result  would 
then  be: 

Six  turnovers. 
Time  expenses:  Percent 

Rent 1 

Interest ^ 1 

Heat,  light,  and  insurance,  etc I 

•n 
Labor  expenses,  same  as  before 14 

Here  is  a  saving  of  11^  per  cent,  or  more  than  the  combined  net  profit  of  the 
retailer  and  jobber  as  shown  in  figure  3,  only  a  part  of  which  could  be  saved 
under  the  most  favorable  circumstances.  If  we  were  willing  to  assume  that 
the  labor  expense  might  come  down  to  10  per  cent,  we  would  gain  4  per  cent 
and  cut  the  total  by  more  than  half. 

Now,  our  illustration  is  an  elementary  one,  but  it  goes  to  the  essence  of  the 
distributing  problem  in  that  it  attacks  the  admittedly  high  operating  expenses 
of  distributors,  instead  of  assuming  that  the  high  prices  are  due  to  unrighteous 
profits  which  might  be  conserved  for  the  consumer  by  returning  them  to  him 
through  some  cooperative  ownership  plan.  High  prices  are  due  to  waste  and 
Inefficiency,  not  to  graft  or  greed. 

Ml'ST   UWFs  EXPERT   MANAOERS. 

It  is  in  tills  that  the  **  coops  "  are  barking  up  the  wrong  tree.  I'nless  they 
can  supply  a  host  of  more  expert  managers  there  can  l>e  no  markeil  gain,  no 
matter  who  owns  the  stores  or  pockets  the  profits.  Only  skill  can  overcome  the 
waste. 

As  a  practical  matter  the  largest  factor  in  the  high  expense  percentajte  of 
operating  stores  is  the  slow  turnover  of  stocks.  The  fixed  expenses  have  to  be 
charged  against  too  small  a  volume  of  business.  The  country  pays  interest 
and  operating  charges  on  too  great  an  Investment  in  stocks  in  proportion  to  the 
business  done.  The  solution  lies  in  cutting  down  the  stocks  without  reducinii 
the  amount  of  sales — doing  the  business  on  a  smaller  investment.  lucreasln? 
the  size  of  the  business  dpes  not  reduce  expense  percentages  if  the  stocks 
increase  proportionately.  Size  alone  only  makes  for  complication  and  lort 
motion  as  is  shown  by  the  higher  expense  of  the  department  store  compared  ^^ 
the  smaller  store.  Quick  turnover  means  lower  expense,  as  is  demonstrated  by 
the  smaller  expense  of  the  grocerj^  store  with  its  quick  selling  stock  as  con- 
trasted with  the  jewelrj'  store.  (See  Fig.  2.)  The  grocer  is  not  a  better  mer- 
chant tliMu  the  jeweler,  but  his  goods  sell  faster  In  proportion  to  Investment. 
And  all  c*mld  cut  down  their  stock  investments  without  curtailing  volume  of 
sales  if  they  were  better  sales  ''engineers." 

In  my  own  experience,  I  have  seen  a  ui04lerately  successful  drug  store  that 
was  turning  its  stock  barely  twice  a  year,  come  luuler  new  management  and  do 
five  times  the  volume  of  business  on  half  the  stock — in  other  words,  turn  its 
stock  ten  times  instead  of  twice.  It  was  able  to  give  far  better  values  to  its 
customers  and  yet  make  far  more  itself. 

MAKE  STOTHFtX  DOLLARS   WORK. 

The  secret  is  to  make  slothful  dollars  in  idle  stocks  get  busy,  start  rolling, 
and  yield  a  return. 

*  164  per  cent  instead  of  28  per  cent. 
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While  our  illustration  of  niultipl.viiuc  turuover  l>y  six  may  be  a  bit  too  ambi- 
tious for  a  general  program,  it  is  not  so  far  out"  of  tlie  way  as  to  miss  the  point. 
If  goods  cost  less  through  true  savings,  there  would  be  purchasing  power  to 
absorb  more  of  them.  More  gomis  wcmld  i)e  sold.  More,  therefore,  would  be 
produced.  Employment  and  earidngs  would  Im?  greater  and  also  would  buy  more 
per  dollar. 

How  then  can  this  l)etter  standard  of  distribution  be  reached.  Only  througli 
the  gradual  and  painful  process  of  research  and  education.  Society  now  pro- 
vides no  means  by  which  skill  and  training  can  be  acquire<l  on  the  part  of 
those  who  do  the  work  which  consumes  more  than  half  of  all  that  our  money 
goes  to  purchase.  Great  study  and  preparation  goes  into  production.  Technical 
and  engineering  and  mining  and  agricultural  s<'hools  give  the  result  of  research, 
experience  and  correlation  for  the  benetlt  of  those  taking  up  the  work  of  pro- 
duction. And  society  in  return  gets  the  benetit  of  skilleil  operations — at  least, 
it  is  beginning  to. 

But  the  careless  assumption  prevjiils  that  distribution  can  look  after  itself — 
that  anybody  can  be  an  acceptable  st(»rekeei)er,  salesman,  wholesaler,  or  adver- 
tising man,  and  that  the  "  law  of  supply  and  demand  "  takes  care  of  goods  after 
they  are  made.  And  we  pay  the  price  of  our  carelessness  by  getting  only  a  part 
of  what  we  should  get  for  our  mon^-. 

Think  of  what  the  skilled  distributor  should  know — the  subjects  that  he  is 
called  upon  to  grapple  with,  without  even  realizing  that  he  is  working  in  a  field 
that  might  have  a  scientitlc  basis.  To  get  faster  turnovers,  he  must  do  his  buy- 
ing more  exactly  in  accordance  with  the  needs  of  his  market,  and  must  not  stock 
up  for  i)eriods  too  long  in  advance.  Quantity  discounts,  which  tempt  the  mer- 
chant to  overbuy,  and  which  favor  big  stores  with  their  high  exi>enaes,  and 
further  the  monopolistic  tendency,  should  be  restricteil  to  a  scientific  scale 
which  measures  the  true  economy  of  the  quantity  purchased  to  the  producer. 

To  buy  more  exactly,  the  dealer  must  keep  accurate  records  of  past  require- 
ments and  sales ;  he  must  know  his  market,  and  to  this  end  must  carry  on  more 
or  less  continuous  research  into  the  c<mditi*)ns  and  needs  of  his  community. 
The  average  merchant  to-day  keeps  only  the  most  rudimentary  reports,  and 
has  no  true  accounting  system.  He  is  unschooled  in  statistics  or  in  the  com- 
pilation or  interpretation  of  reports.  He  knows  nothing  of  research  or  how 
to  conduct  it.  He  has  no  organize<l  means  of  knowing  what  the  market  affords. 
He  barely  knows  of  the  law  of  turnover,  and  rarely  knows  how  to  apply  it. 
Hence,  he  doesn't  focus  his  aims  in  the  most  e<*onomical  direction.  He  is  not 
schooletl  in  the  art  of  buying.  For  precision  and  economy  he  should  understand 
how  to  keep  cost  records,  stock  records,  as  well  as  classified  exi^ense  accounts. 
He  should  know  something  of  the  principles  of  store  arrangement  and  display. 

In  order  to  move  his  stock  quickly  after  it  has  been  purchased  and  received, 
he  should  understand  the  art  of  lett.ng  i}eople  know  what  he  has  and  the  merits 
of  it.  His  service  to  the  community  should  be  exploite<l.  He  needs  to  be  a 
teacher  in  order  that  his  clerks  and  assistants  may  be  drilled  in  the  purposes 
of  the  store  and  In  understanding  and  being  able  to  explain  its  wares.  In 
order  to  deal  with  the  public  and  his  employees  he  must  know  something  of 
human  nature  and  its  organization.  These  subjects  involve  some  training  in 
applied  psychology  and  in  art,  so  that  he  may  arrange  hs  store  and  display 
his  goods  attractively,  and  may  selwt  colors  and  designs  in  his  merchandise  In- 
telligently, and  in  order  that  he  may  prepare  effective  news  items  of  what 
he  has  to  offer  to  the  local  public. 

Again,  he  needs  a  technical  training  in  his  special  I  ne.  The  shoe  merchant 
should  know  leather  and  the  processes  of  manufacture  and  styles.  The  grocer 
should  know  something  of  the  food  qualities  of  his  wares,  and  the  processes 
of  preparation,  in  order  to  advise  according  to  the  need  of  his  customers. 
The  jeweler  should  know  something  of  design,  proiK)rtion.  art,  and  color, 
instead  of  graduating  into  a  merchandising  career  by  way  of  the  watchmaker's 
bench.  Then  his  goods  will  be  selecte<l  more  intelligently,  will  sell  more 
readily,  and  he  will  be  able  to  reconnnend  goods  of  appropriate  size,  design, 
form,  and  color,  according  to  the  individual  need  of  the  purchaser. 

When  our  merchants  are  more  thoroughly  qualified  in  the  fundamental 
principles  of  merchandising,  when  they  understand  .statist  cal  accounting,  cost 
keeping,  stock  keeping,  buying,  pract'cal  psychology',  organization,  the  elements 
of  art,  and  the  other  subjects,  a  mastery  of  which  would  qualify  them  in  their 
work,  a  large  part  of  the  waste  in  distribution  will  disai>pear.  The  day  is 
coming  when  a  man  will  be  no  more  permitteil  to  set  up  in  the  iirofession  of  dis- 
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tribution  without  first  demonstrating  bis  qualifications  to  society,  than  the 
druggist  Is  now  permitted  to  dispense  drugs,  the  doctor  to  practice  medicine, 
the  lawyer  to  practice  law,  or  the  engineer  to  put  "  M.  B."  after  bis  uame. 

In  the  meantime,  governmental  and  other  agencies  can  do  much  toward 
spreading  some  rudimentary  knowledge  of  value  in  this  coming  profession 
among  those  already  in  it,  just  as  our  agricultural  schools  have  helped  the 
present  generation  of  farmers.  Better  business  record  keeping  can  be  spread 
Until  such  a  time  as  a  more  capable  school  of  distributors  is  available,  it 
will  accomplish  nothing  to  rail  at  the  middleman,  who  is  doing  the  best  that 
he  can  under  the  conditions  that  society  has  provided,  or  through  cooperative 
or  other  movements  to  set  up  new  stores  under  the  charge,  as  usually  hap- 
pens, of  those  who  are  even  less  experienced  and  less  qualified  than  the  present 
distributors.  And  when  the  same  principles  of  improvement  are  applied  not 
only  to  the  retailer  but  to  the  wholesaler  as  well,  and  to  the  marketing  de- 
partments of  the  manufacturers,  a  truly  great  economy  will  be  found  possible. 

I  submit,  therefore,  that  this  is  the  only  road  to  lower  costs;  that  we  can 
not  eliminate  the  middle  man;  that  high  price*!  are  not  due  to  his  extravagant 
profits  but  to  the  undeveloped  standards  of  operation  and  that  no  device  save 
that  of  education  will  overcome  this  fundamental  deficiency. 

Mr.  Ingersoij..  I  thank  you  very  much  for  the  opportunity  of 
appearing  and  making  these  observations. 

Representative  Sumners  (presiding).  The  commission  is  very 
much  obliged  to  you,  Mr.  Ingersoll.  lor  your  very  interesting  dis- 
cussion. 

The  commission  will  stand  adjourned  subject  to  the  call  of  the 
chairman. 

(Whereupon,  at  5  o'clock  and  45  minutes  p.  m.,  the  commission 
adjourned,  subject  to  the  call  of  the  chairman.) 
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WEDNESDAY,  NOVEMBER  16»  1921. 

COKORESS  OF  THE  UnITED  StATES, 

Joint  Commission  or  Agricultural  Inquiry, 

Washington^  D,  C. 

The  joint  commission  met  at  10  o'clock  a.  m.,  pursuant  to  call  of 
the  chairman,  room  70,  the  Capitol,  Hon.  Sydney  Anderson  (chair- 
man) presiding. 

The  Chairman.  The  commission  will  hear  this  morning  Mr.  Yohe, 
who  is  connected  with  the  Department  of  Agriculture,  in  the  ware- 
house section. 

Mr.  Yohe,  will  you  give  your  full  name,  and  your  position  in  the 
Department  of  AgriciHture  to  the  reporter,  and  for  the  benefit  of 
the  commission. 

STATEMENT  OF  MB.  H.  S.  YOHE,  IN  CHABOE  OF  THE  WABEH07SE 
SECTION,  DEPABTUENT  OF  AOBICXTLTXrBE. 

Mr.  Yohe.  My  name  is  H.  S.  Yoho.  I  am  in  charge  of  the  ware- 
house section  of  the  Department  of  Agriculture :  that  is,  the  section 
^hat  has  to  do  with  the  administration  of  the  United  States  ware- 
house act. 

The  Chairman.  Will  you  tell  us  now,  in  a  general  way,  what  the 
provisions  of  the  warehouse  act  are;  how  it  is  being  administered; 
the  number  of  warehouses  that  have  come  under  it,  and  so  forth? 

Mr.  Yohe.  With  respect  to  the  warehouse  act,  I  want  to  state,  first 
of  all,  that  it  is  a  permissive  statute.  That  is,  there  is  nothing  com- 
pulsory about  any  warehouseman  becoming  licensed.  It  relates  to 
only  four  producte,  cotton,  wool,  tobacco,  and  grain. 

Under  the  act,  and  the  interpretations  that  have  been  placed  upon 
it  by  the  solicitors  of  the  department,  they  include  under  grain,  flax- 
seed.   With  respect  to  the  provisions  of  the  act 

Senator  Harrison.  You  say  you  include  under  the  provisions  of 
the  act,  flaxseed.  That  is  not  the  only  thing  you  include ;  you  take  in 
other  grains,  such  wheat  and  other  grains  f 

Mr.  Yohe.  Yes;  we  take  in  wheat,  corn,  barley,  rye,  oats,  and  other 
grains,  but  there  was  some  question  as  to  whether  or  not  flaxseed  is 
a  grain. 

Senator  Harrison.  Oh,  yes. 

Mr.  Yohe.  The  warehouse  act  is  an  attempt  to  create  a  system  of 
licensed  and  bonded  warehouses.  One  of  its  prime  objects  is  to  pro- 
vide for  a  uniform  warehouse  receipt  covering  particular  agricul- 
tural products.  Standardization  of  the  receipt  is  one  of  the  things 
which  we  aim  to  enforce,  and  it  is  very  seldom  that  we  permit  a 
warehouseman  to  deviate  from  the  form  which  we  have  prescribed 
for  the  receipt,  and  if  he  desires  to  deviate  from  that  form,  he  will 
have  to  show  to  the  department  why  the  particular  form  which  we 
have  prescribed  will  not  quite  meet  his  peculiar  conditions, 
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The  act  itself  provides  certain  facts  which  must  be  stated  on  the 
face  of  the  receipt.  I  did  not  bring  a  copy  of  the  act  with  me,  but 
roughly,  I  can  tell  you  what  those  provisions  are. 

First  of  all,  the  name  of  the  warehouseman;  whether  or  not  the 
warehouseman  is  incorporated,  and  if  so,  in  what  State,  under  what 
laws;  the  amount  of  capital  stock  of  the  corporation;  the  number  or 
marks  of  the  packages  or  bales,  or  whatever  it  may  be,  represented 
by  the  particular  receipt ;  whether  or  not  the  product  is  graded ;  the 
weight  of  the  paticular  product;  the  charges  for  service;  whether 
the  warehousemaa  has  an  interest  in  the  products,  and  so  forth. 

With  respect  to  the  matter  of  grading,  the  act  does  not  make  it 
compulsory  that  the  grade  be  stated,  except  in  the  case  of  fungible 
products.  It  is  worded  to  the  eflFect  that  the  grade  shall  be  stated, 
unless  the  depositor  requests  that  it  be  not  stated.  In  other  words, 
the  warehouseman  must  make  provision  for  the  grading  of  the  par- 
ticular commodity,  unless  the  customer  says  that  he  does  not  want 
it  graded.  In  that  connection  we  find,  when  we  come  to  deal  with 
large  warehousemen — ^that  is,  those  who  run  their  warehouses  on  a 
large  scale — there  has  been  very  little,  if  any,  provision  made  for  a 
receipt  showing  the  grade  of  products.  Very  often  we  find  a  receipt 
which  merely  states,  "  Received  from  Mr.  Blank  one  bale  of  cotton,'' 
and  sometimes  not  even  giving  the  weight. 

Representative  Ten  Eyck.  Have  you  representatives  located  at 
these  different  licensed  warehouses  to  look  after  these  matters? 

Mr.  YoHB.  No,  sir. 

Representative  Ten  Eyck.  Who,  then,  is  responsible  for  the  carry 
ing  out  of  the  rules  and  regulations  of  the  department? 

Mr.  YoHB.  The  man  who  has  charge  of  the  warehouse  and  conducts 
the  business  is  responsible  to  the  Federal  Government. 

Senator  Harrison.  Does  he  give  a  bond,  or  anything,  for  the  per- 
formance of  his  duties  there? 

Mr.  YoHB.  Yes,  sir. 

Representative  Ten  Eyck.  If  a  commodity  that  is  placed  in  a 
warehouse  is  graded,  does  that  mean  that  the  depositor  receives  a 
receipt  which  will  be  accepted  as  collateral  at  a  bank  and  that  paper 
be  rediscounted  in  a  Federal  reserve  bank? 

Mr.  YoHB.  It  does  not  necessarily  mean  that.  In  many  instances 
it  does  mean  that,^  but  it  would  depend' on  the  attitude  assumed  by 
the  officers  of  the  Federal  reserve  bank  or  in  the  regional  banks. 

In  Atlanta,  for  instance,  they  have  gotten  to  the  place,  or  rather 
we  have  gotten  them  to  the  place,  where  they  see  the  difference  be- 
tween this  receipt  and  the  ordinary  warehouse  receipt.  In  other 
communities  we  nave  not  yet  carried  the  education  so  far  as  to  con- 
vince them  of  the  value  of  this  sort  of  re<;eipt. 

Representative  Ten  Eyck.  Do  you  not  think  that  it  is  essential  that 
when  a  farmer  puts  his  grain  in  a  warehouse  and  receives  a  receipt 
therefor  that  that  receipt  should  be  accepted  as  collateral  accordin/^ 
to  the  value  of  the  grades  as  shown  by  the  certificate  ? 

Mr.  YoHE.  It  seems  to  me  that  it  is  essential,  if  the  act  is  goin^  to 
be  put  across  properly. 

Representative  Ten  Eyck.  In  other  words,  if  it  is  going  to  be  suc- 
cessful, that  is  one  of  the  necessities  ? 

Mr.  YoHE.  That  is  one  feature :  If  we  can  get  the  12  regional  banks 
to  recognize  that  a  receipt  issued  under  a  United  States  license  is 
superior  to  a  receipt  that  may  be  issued  under  a  license  by  some 
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State  or  issued  by  an  unlicensed  warehouseman,  we  will  succeed  in 
making  the  warehouse  act  more  valuable. 

Representative  Ten  Eyck.  Will  you  kindly  explain  what  their 
obiection  to  it  is? 

Afr.  YoHE.  I  don't  know  that  I  can  say  just  what  their  objection  is. 
We  have  tried  again  and  ajrain  to  find  out.  The  objections  some- 
times made  by  the  banks  are  inconsistent  For  instance,  here  is  a 
bank  that  takes  the  paper  of  a  concern  that  holds  large  amounts  of 
grain  in  connection  with  a  mill.  A  man  may  be  a  miller,  and  he  has 
large  amounts  of  grain  in  storage,  and  he  will  issue  a  receipt  to 
himself,  and  then  he  will  take  that  receipt  and  present  it  to  his  bank  as 
collateral,  and  in  some  sections  of  the  country  the  bank  will  accept  it 
and  in  some  sections  they  will  not  accept  it.  They  say,  "  No;  we  can 
not  accept  this;  you  are  not  a  warehouseman;  your  grain  ought  to 
be  in  the  hands  of  a  disinterested  party."  We  hold,  however,  that 
the  fact  that  the  Government  subjects  that  man  to  inspection  at  least 
four  times  a  year  and  requires  a  bond  and  a  statement  of  his  assets 
and  liabilities  negatives  their  argument,  and  that  his  products  and 
receipts  are  subject  to  supervision,  even  though  he  may  not  be  dis- 
interested. 

Now,  another  inconsistency  in  their  action  lies  in  this,  that  in 
ordinary  times,  and  even  now,  they  will  take  a  receipt  or  a  financial 
statement  from  a  miller,  which  he  will  furnish,  which  shows  that 
the  bulk  of  his  assets  may  be  composed  of  ^rain  which  he  owns,  and 
they  will  take  that  financial  statement  and  give  him  a  large  amount  of 
creait  on  it.  But  that  kind  of  a  warehouseman  is  entirely  independ- 
ent of  supervision ;  the  Government  has  no  hold  on  him  whatever. 

The  Chairman.  As  a  general  proposition,  however,  you  would  say 
it  is  soimd,  I  should  imagine,  to  provide  that  the  receipt  should  be 
issued  by  some  one  other  than  the  person  who  owns  the  grain. 

Mr.  YoHE.  I  would  not  say  that  that  should  be  made  a  matter  of 
legislation.  I  think  that  ordinarily  we  will  all  grant  that  a  man 
who  has  no  personal  interest  in  the  particular  commodity  might  make 
a  more  desirable  warehouseman.  £ut  that  does  not  necessarily  fol- 
low. If  you  take  a  man  who  has  the  commodity,  that  man  will  have 
an  interest  in  the  commodity,  and  you  can  subject  him  to  proper 
supervision  and  make  him  submit  proper  reports,  and  you  can  go 
along  and  inspect  his  warehouse  and  his  commodities  and  see  that  his 
stocks  check  up  with  the  receipts.  That  man  is  then  constantly 
being  watched,  just  the  same  as  the  national  banks  are  being  watched 
under  the  national-bank  system. 

Representative  Funk.  What  is  the  requirement  of  the  bond  which 
he  is  required  to  give? 

Mr.  YoHE.  The  bond  is  nominal,  and  they  vary  in  diflFerent  cases. 
They  range  from  $5,000  to  $50,000.  But,  even  though  they  give  a 
bond,  at  the  same  time  they  have  got  to  keep  a  certain  amount  of  net 


Representative  Funk.  I  know,  but  one  of  the  reasons  why  the 
banks  refuse  to  accept  these  receipts  is  because  of  a  lack  of  guaranty. 
It  seems  to  me  the  bond  should  be  sufficiently  large  to  protect  the 
banks,  and  the  bond  should  be  sufficiently  large  to  protect  the  goods 
in  storage. 

Mr.  liOHE.  I  think  that  would  be  prohibitive  and  end  the  whole 
business  because  of  the  large  premium  which  he  would  be  charged 
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on  his  bond.    If  the  Government  itself  \m11  get  back  of  these  bonds, 
it  may  be  done,  but  that  is  the  only  wn  /. 

Senator  Robinson.  I  take  it  that  in  no  case  is  the  wariehousenian''s 
bond  even  approximately  as  large  as  the  amount  of  goods  in  storage 
at  times? 

Mr.  YoHE.  That  is  correct.  For  instance,  take  cotton,  and  we 
require  a  minimum  of  $5  a  bale,  with  not  less  than  $5,000  in  any  case, 
and  a  maximum  of  $50,000.  Now,  if  you  have  a  warehouseman  who 
may  have  50,000  bales  of  cotton  in  storage  he  puts  up  a  bond  of 
$50,000. 

Senator  Robinson.  Whereas  if  you  compelled  him  to  put  up  a  bond 
to  the  full  value  of  the  cotton  held  in  storage  it  would  require  too 
heavy  a  premium? 

Mr.  YoHE.  Yes,  sir. 

Senator  Capper.  The  bond  is  an  assurance  that  this  amount  or 
volume  of  commodity  is  in  the  hands  of  the  warehouseman  ? 

Mr.  YoHE.  Yes,  sir. 

Senator  Capper.  And  that  he  will  maintain  it? 

Mr.  Yoke.  Yes,  sir. 

Senator  Robinson.  I  agree  with  the  suggestion  of  the  chairman, 
that  the  principle  of  making  a  loan  to  any  individual  upon  collateral 
that  is  in  and  remains  in  the  possession  of  that  individual  should  be 
very  carefully  safeguarded  before  it  is  applied;  otherwise  it  would 
create  great  loss.  I  am  not^sure  that  any  system  of  inspection  could 
protect  against  defalcation  under  such  a  system,  presuming  you  do 
not  have  a  disinterested  bailee  to  start  with.  The  business  world 
never  has  proceeded  on  the  theory  that  a  man  could  issue  a  receipt 
to  himself  and  then  secure  a  loan  on  it,  and  if  such  method  he 
adopted  I  think  we  should  not  be  compelled  to  rely  on  inspections  for 
protection,  because  we  all  realize  the  possibility  of  evading  detectioa 

Representative  Funk.  Could  that  not  be  met  by  a  provision  in 
the  law  which  would  prohibit  any  warehouseman  from  issuing 
receipts  on  commodities  stored  in  his  own  warehouse? 

Senator  Robinson.  I  think  it  could  be,  and  certainly  it  should  be 
safeguarded  in  some  way. 

Representative  Ten  Eyck.  I  do  not  tliink  he  should  be  restricted 
to  that  extent.  If  the  warehouseman  has  certain  commodities  in 
storage,  and  if  he  desires  to  borrow  money  on  certain  amounts  of  his 
products  he  could  take  out  a  bond  to  cover.  If  a  pei'son  wishes  to 
borrow  on  his  own  products  in  his  own  warehouse,  have  a  provisioD 
that  he  must  then  take  out  a  bond  to  cover. 

Senator  Robinson.  If  you  do  that,  he  could  not  secure  a  loan  on  it. 
because  the  premium  would  be  so  large  it  would  make  it  impracticable. 

Representative  Ten  Eyck.  But,  Senator,  you  do  not  understand  me. 
Have  the  bond  equal  to  the  amount  he  desired  to  borrow  himself  and 
only  as  to  the  quantity  of  the  products  as  set  forth  in  the  warehouse 
certificate. 

Senator  Robinson.  I  understand  that. 

Representative  Ten  Eyck.  We  do  that  every  day  in  business. 

Senator  Robinson.  The  premium  on  his  bond  would  be  almost  equal 
to  his  interest. 

Representative  Ten  Eyck.  The  premium  on  those  bonds  is  small. 

Senator  Robinson.  But  I  do  not  believe  that  is  a  practical  thins  to 
do,  because  I  think  the  premium  on  his  bond  would  be  almost  eqiiiva> 
lent  to  the  interest  charge,  would  it  not? 
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Mr.  YoHK.  It  might  work  out  that  large.  The  premium  charged  by 
bonding  companies  on  that  sort  of  bond  is  1  per  cent,  1  think,  on  the 
bond. 

Senator  Harrison.  Are  any  penalties  imposed  by  the  law  for  the 
giving  of  these  receipts  wrongfully ;  are  there  any  conditions  imposed 
by  the  act  to  prohibit  it? 

Mr.  YoHE.  There  is  only  one  penalty  clause  provided  in  the  act,  and 
that  is  a  penalty  against  a  man  holding  himselt  out  as  a  licensed  ware- 
houseman when,  as  a  matter  of  fact,  he  is  not  a  licensed  warehouseman, 
and  against  issuing  fraudulent  receipts.  That  penalty  is  a  very  small 
amount. 

Senator  Robinson.  It  would  not  apply  to  a  man  who  issued  a  receipt 
to  himself? 

Mr.  YoHE.  Yes,  sir. 

Senator  Kobinson.  How  many  licenses  have  been  issued  to  ware- 
housemen; have  you  gone  over  that? 

Mr.  YoHE.  Yes,  sir ;  I  went  over  that  the  other  day  to  some  extent 
and  issued  a  letter  over  the  signature  of  Mr.  Estabrook  calling  your 
attention  to  the  progress  made.  If  I  had  known  I  was  coming  to  such 
a  meeting  as  this  I  would  have  tried  to  be  prepared. 

Representative  Funk.  What  is  the  number? 

Mr.  YoHE.  There  are  about  274  licensed  cotton  warehouses,  292 
grain  warehouses,  17  wool  warehouses,  and  2  tobacco  warehouses. 

Repi'esentative  Funk.  What  is  the  thing  that  causes  these  people 
to  take  out  these  licenses  ?    What  is  the  protection  to  them  ? 

Mr.  YoHE.  In  the  case  of  ahnost  any  warehouseman  it  is  a  matter  of 
business  psychology ;  a  matter  of  letting  the  depositors  know  that  his 
warehouse  is  under  the  supervision  of  the  Federal  Government.  He 
can  advertise  the  fact  and  bring  it  to  the  attention  of  the  public  in 
practically  the  same  manner  as  the  national  banks  do  when  they  stick 
up  a  sign  saying  "  Under  Federal  supervision." 

Senator  Robinson.  What  is  your  opinion  as  to  why  so  few  persons 
have  availed  themselves  of  the  provisions  of  that  act? 

Mr.  YoHE.  There  are  several  reasons:  First,  is  the  fact  that  the  act 
went  into  effect  on  June  1,  1916,  shortly  before  we  entered  the  war. 
During  the  war  not  much  could  be  done.  AMien  they  got  to  the  point 
where  they  could  function  properly,  there  were  a  lot  of  preliminary 
things  to  be  attended  to.  And  during  the  war  there  was  practically 
nothing  that  could  be  done.  In  the  grain  field  that  was  particularly 
true,  because  the  Food  Administration  had  everything  licensed,  and 
they  were  requiring  men  to  submit  reports  very  frequently.  And 
that,  itself,  has  worked  very  much  against  the  grain  warehousemen 
availing  themselves  of  the  provisions  of  the  act  since  the  war.  We 
are  running  into  men  all  the  time  who  say,  "  We  have  had  a  dose  of 
this  thing  during  the  war,  and  we  do  not  want  any  more  of  it."  That 
IS;  the  way  it  is  working  out. 

Now,  it  is  not  quite  fair  to  consider  this  proposition  on  the  basis 
of  the  number  of  licensed  warehouses.  Take  the  number  of  licensed 
cotton  warehouses.  Taking  into  consideration  the  capacities  of  these 
warehouses  and  the  annual  cotton  crop,  and  the  amount  that  is 
usually  in  storage  at  any  one  time,  we  have  provision  for  about  one- 
third  of  the  crop. 

Senator  Robinson.  So  that  as  to  cotton,  particularly,  the  warehouse 
act  is  being  availed  of? 
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Mr.  YoHE.  Very  much  so.  And  that  leads  me  to  this :  1  want  to 
point  out  the  fact  that  the  warehousemen  are  availing  themselves  of 
it  more  and  more.  For  instance,  up  to  April  of  this  year  we  had  232 
cotton  warehouses  licensed  with  a  storage  capacity  of  430,000  bales. 
There  was  practically  nothing-  done  during  May,  but  in  the  last  five 
and  a  half  months  that  number  has  practically  trebled  as  far  as  cot- 
ton-storage capacity  goes.  That  means  that  we  are  getting  under  the 
system  the  large  warehouses;  the  warehouses  w'ith  large  storage 
capacity. 

The  Memphis  Terminal  Corporation  came  in  the  other  day,  and 
some  other  large  companies  have  come  in  lately. 

Senator  Kobinson.  Does  a  uniform  system  of  fixing,  levying,  and 
collecting  warehouse  charges  prevail ;  or  is  that  left  to  the  option  of 
the  individual  warehouse? 

Mr.  YoHE.  It  is  left  largely  to  the  option  of  the  warehouse,  »and  I 
think  rightly  so,  because  conditions  vary  in  different  sections  of  the 
country.  As  a  matter  of  fact,  however,  the  charges  are  subject  to 
the  supervision  of  the  Secretary.  If  we  find  a  man  is  charging  an 
unreasonable  rate,  we  can  order  a  refund. 

Senator  Robinson.  Have  any  cases  been  brought  to  the  attention 
of  the  department  where  the  charges  have  been  excessive  for  this 
service  ? 

Mr.  YoHE.  No,  sir. 

Senator  Kobinson.  There  has  been  no  trouble  in  that  direction, 
then? 

Mr.  YoHE.  No,  sir. 

Senator  Robinson.  Can  you  state  approximately  the  extent  storage 
of  cotton  occurs  in  these  various  warehouses? 

Mr.  YoHE.  That  varies  very  much  in  the  different  localities  and  for 
different  reasons,  running  all  the  way  from  25  cents  a  month 

Senator  Robij^son  (interposing).  "Per  bale? 

Mr.  YoiiE.  Per  bale,  as  I  recall,  to  90  cents  or  $1,  depending  upon 
the  cotton  and  the  section. 

I  noticed  that  around  (lalveston  the  charges  are  very  reasonable, 
and  the  same  is  true  in  Oklahoma  in  the  compress  warehouses.  They 
charge  25  cents  the  first  month  and  1  cent  a  day  thereafter. 

When  you  go  into  the  Southeastern  States  it  is  very  heavy,  de- 
pending on  whether  it  is  sea-island  cotton  or  upland  cotton,  or  what- 
ever the  cotton  may  be. 

Senator  Robinson.  What  is  the  extent  to  which  the  grain  people 
have  availed  themselves  of  the  provisions  of  this  act? 

Mr.  YoHE.  The  grain  people,  as  I  indicated  awhile  ago,  got  what 
they  thought  w  as  a  "  bitter  pill "  in  the  case  of  the  Food  Adminis- 
tration during  the  war,  and  they  are  very  slow  to  come  in.  But  here 
is  a  case.  I  tliink,  of  conditions  being  controlled  by  middlemen- 
bankers — and  it  is  a  case  of  getting  out  and  selling  on  the  markets 
these  warehouse  receipts  as  compared  with  the  other  warehouse 
receipts. 

For  instance,  I  can  show  you  very  forcibly  what  a  proper  selling 
campaign  in  that  situation  means.  Last  winter  we  sent  one  of  our 
men  throughout  the  Northwest.  There  was  not  a  single  warehouse 
licensed  in  the  Northwest,  and  this  man  centered  his  efforts  in  Port- 
land and  Seattle,  but  principally  in  Portland,  as  that  city  controls  a 
very  large  output  of  grain  at  that  port.  This  man  was  out  for  two 
months  and  made  his  campaign,  and  within  the  last  two  months. 
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beginning  about  the  1st  of  September,  we  have  been  licensing  ware- 
houses in  that  territory.  In  these  two  months  we  have  licensed, 
roughly  speaking,  about  200  warehouses.  One  concern  came  in  with 
68,  another  one  with  18,  another  one  with  10,  and  another  one  with 
12,  as  I  recall  it.  And  there  are  a  great  many  more  of  them  waiting 
for  the  Federal  reserve  banks  to  say,  "  This  act  has  done  so  and  so 
for  a  warehouseman ;  we  are  satisfied  it  is  a  good  thing  and  we  want 
you  to  come  in." 

Senator  Robinson.  You  say  the  warehouses  are  having  difficulty  in 
getting  their  paper  recognized  by  the  Federal  reserve  banks. 

Mr.  loiiE.  les;  in  some  regions  thev  do  and  in  others  not,  where 
the  elevators  are  controlled  b}^  the  mills  and  they  store  their  own 
grain.  There  is  no  particular  difficulty  for  outside  men  who  place 
tlieir  grain  in  those  mill  elevators  and  who  have  a  receipt.  But  where 
the  warehouseman  stores  his  own  product  and  issues  a  receipt  to  him- 
self, there  is  sometimes  some  difficulty. 

Representative  Sumners.  Will  you  please  make  that  a  little  plainer ; 
are  there  two  corporations  in  those  cases? 

Mr.  YoHE,  No,  sir. 

Representative  Su3Iners.  Is  the  warehouse  separately  incorpo- 
rated? 

Mr.  YoHE.  No,  sir. 

Representative  Sumners.  Do  you  mean  the  man  that  owns  the 
mill  owns  the  elevator  also? 

Mr.  YoHE.  Yes,  sir. 

Representative  Sumners.  And  he  issues  a  receipt  to  himself? 

Mr.  YoHE.  Yes,  sir. 

Representative  Sumners.  That  is  nothing  more,  then,  thaii  a  chat- 
tel mortgage  on  a  commodity,  is  it? 

Mr.  lOHE.  I  don't  know  that  I  should  exactly  call  it  a  chattel 
mortgage. 

Representative  Ten  Eyck.  The  certification  that  the  property 
is  there. 

Mr.  YoHE.  Yes,  sir. 

Rei3iesentative  Sumners.  How  can  a  man  issue  a  receipt  to  him- 
self? 

Senator  Robinson.  It  will  not  have  very  great  value  in  commer- 
cial transactions. 

Representative  Sumners.  How  can  a  man  issue  a  receipt  to  him- 
self? There  is  no  change  in  the  custody  of  the  propert}^  and  no 
change  in  the  title ;  it  is  merely  a  scrap  of  paper. 

Mr.  YoHE.  It  is  a  receipt  that  shows  that  the  product  is  there  in 
the  warehouse ;  it  shows  the  volume  of  it,  the  grade  of  it,  etc. 

Senator  Robinson.  The  value  of  a  receipt  is  that  the  product 
hypothecated,  or  upon  which  it  is  predicated,  if  it  is  of  any  value, 
in  the  hands  of  a  disinterested  third  person;  that  is  the  basis  on 
which  it  is  used  as  collateral ;  that  he  is  a  trustee.  I  did  not  expect 
to  discuss  that  further  now,  but  as  I  understood  the  chairman  to 
suggest,  I  can  see  how  a  man  would  hesitate  to  loan  money  to  one 
on  a  receipt  which  has  been  issued  to  himself. 

Mr.  YoHE.  Certainly. 

Representative  Ten  Eyck.  Who  are  the  people  that  generally 
build  these  warehouses  and  invest  their  money  m  them;  are  they 
not  the  people  who  really  want  to  use  them  for  their  own  purposes? 
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Mr.  YoHE.  Very  often  that  is  the  case. 

Representative  Ten  Eyck.  Now,  if  they  could  not  utilize  their 
own  warehouses  for  themselves  and  get  all  the  facilities  out  of  them 
that  they  desired,  and  that  other  people  get  out  of  their  warehouses, 
would  they  build  them  at  all  ? 

Mr.  YoHE.  That  becomes  questionable. 

Representative  Ten  Eyck.  If  that  is  the  case,  then  they  ought  to 
have  all  the  use  of  them  that  the  other  individuals  have,  properly 
safeguarded,  of  course. 

Senator  Eobinson.  Well,  that  could  not  be  done;  that  principle 
could  not  be  applied  to  loans  and  business  generally  throughout  the 
business  world.  It  never  has  been  recognized  as  a  safe  practice  to 
do  that. 

Representative  Funk.  No  bank  would  loan  me  money  on  my  Lib- 
ertv  bonds  and  let  me  keep  the  bonds. 

Senator  Robinson.  No;  that  is  the  point.  No  matter  how  many 
inspections  nor  how  frequent  the  inspections  were,  there  would  be 
plenty  of  opportunity  between  inspections  that  they  could  be  dis- 
posed of. 

Representative  Ten  Eyck.  But,  on  the  other  hand,  the  farmer 
will  not  get  warehouse  accommodations  if  the  individual  who  builds 
them  does  not  get  equal  benefit,  because  he  will  not  build  and  the 
Government  will  have  to  build  them.  We  have  got  to  find  some  way 
so  that  the  owner  can  get  the  fullest  utilization  out  of  his  own  ware- 
houses. 

Senator  Robinson.  I  am  heartily  in  sympathy  with  providing 
warehouse  facilities  and  doing  it  for  the  benefit  of  those  who  will 
avail  themselves  of  them,  but  I  am  not  willing  to  recognize  the  prin- 
ciple that  a  man  can  loan  money  to  himself  and  keep  possession  of 
the  collateral  on  which  the  loan  is  made. 

Representative  Ten  Eyck.  No;  I  think  you  are  right.  Senator. 
If  properly  safeguarded,  and  the  Government  agent  certifies  that 
the  commodity  is  there,  the  bank  will  know  that  the  commodity  is  in 
the  warehouse  before  it  is  used  as  collateral.  I  think  that  a  man 
ought  to  have  the  right  to  use  that  which  he  owns,  and  use  it  to 
the  fullest  possible  extent. 

Senator  Capper.  I  would  like  to  ask  the  witness  whether  he  has 
any  suggestions  as  to  how  that  situation  can  be  met ;  that  a  man  who 
has  a  warehouse  and  has  it  filled  up  with  grain  could  certify  what 
he  has  and  use  it. 

Mr.  YoHE.  I  have  not  gone  into  that  enough  as  yet.  Senator.  We 
have  been  thinking  about  going  out  among  some  of  the  Federal  re- 
serve banks  where  that  question  has  become  most  acute  and  see  if  we 
can  not  work  out  some  scheme  that  will  meet  the  situation  and  help 
out  the  warehouseman. 

Representative  SuaIners.  Let  me  ask,  Why  can't  they  put  the  com- 
modity in  a  separately  incorporated  warehouse? 

Mr.  YoHE.  I  sometimes  question  whether  there  is.  enough  in  the 
warehousing  of  agricultural  products  to  pay ;  whether  there  will  be 
enough  of  storage  of  agricultural  products,  especially  in  years  of 
normal  demand,  to  pay  for  the  building  and  maintaining  of  proper 
warehouses. 

Mr.  YoHE.  Now,  let  us  bear  this  in  mind,  gentlemen.  First  of  alii 
the  act  covers  only  four  products,  and  that  is  all,  and  those  products 
move  out  very  rapidly  sometimes,  especially  at  the  country  elevators. 
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We  have  got  this  situation  confronting  us  right  now  with  some  men 
that  have  got  licenses:  their  product  has  come  in  about  the  1st  of 
September,  and  it  will  soon  move  out  of  the  warehouse  and  there  the 
warehouse  stands  idle  for  the  entire  year. 

Representative  Sumners.  If  they  do  not  get  enough  out  of  opera- 
tion to  make  it  profitable  they  will  discontinue. 

Mr.  YoHE.  These  warehouses  are  out  on  the  plains  very  close  to 
the  point  of  production,  with  not  even  a  town  there.  They  are 
put  there  for  the  convenience  of  loading. 

.  Representative  Sumners.  The  point  I  am  getting  at  is  th's:  Why 
do  they  have  to  do  it  in  connection  with  another  business ;  they  could 
incorporate  it 

Mr.  YoHE  (interposing).  That  means,  as  I  see  it,  that  you  have 
got  to  have  large  warehouse  facilities  at  only  a  few  places. 

Representative  Sumners.  I  imagine  I  do  not  make  myself  clear 
to  you.    I  do  not  get  your  viewpoint  at  all. 

The  Chairman.  I  do  not  see  how  the  Federal  Government  or  any 
other  government  can  recognize  the  policy  of  allowing  a  man  to  issue 
receipts  to  himself.  I  th'nk  it  is  unsound.  I  think  it  is  out  of  line 
with  the  whole  theory  of  the  warehouseman*  who  is  reliable  and 
responsible  and  who  is  independent,  in  the  case  of  financing  the  crop, 
of  both  the  borrower  and  the  lender. 

Representative  Funk.  And  no  security  either. 

The  Chairman.  Absolutely  not.  If  the  man  owns  the  stock  him- 
self, he  does  not  have  to  give  himself  a  warehouse  receipt  for  it.  I 
assume  he  could  give  a  chattel  mortgage  or  some  other  security. 

Mr.  Yohe.  And  when  it  comes  to  the  milling  industry 

The  Chairman  (interposing).  We  can  not  make  laws  to  apply  to 
all  the  peculiar  ideas  of  the  milling  industry. 

Mr.  Yohe.  I  realize  that,  but  what  I  want  to  get  before  you  is 
that  the  men  who  are  in  the  milling  industry  when  they  want  a  loan, 
all  they  are  required  to  do  is  to  render  a  financial  statement.  There 
isn't  any  security  put  up,  and  yet  the  banks  extend  them  a  line  of 
credit. 

The  Chairman.  But  that  line  of  credit  is  not  based  solely  on  the 
grain  in  the  warehouses. 

Mr.  Yohe.  No. 

The  Chairman.  It  is  based  on  all  the  liquid  assets  of  the  institu- 
tion. 

Representative  Ten  Eyck.  But  there  is  another  question  that  comes 
in  here.  If  the  farmer,  on  his  otvm  farm,  has  a  warehouse,  and  stored 
in  it  several  thousands  of  bushels  of  grain,  I  believe  that  he  has  a 
right  to  certify  that  it  is  there,  under  proper  Government  jurisdic- 
tion, and  borrow  on  it,  and  the  Federal  reserve  bank  ought  to  dis- 
count that  paper. 

Representative  Sumners.  He  could  not  borrow  as  a  warehouse- 
man.   He  could  only  borrow  on  his  grain. 

Representative  Ten  Eyck.  The  question  is,  What  should  he  have 
to  do  to  borrow  on  his  grain?  He  should  be  able  to  borrow  on  it 
the  same  as  a  business  man  borrows  on  a  bond. 

Representative  Stjmners.  But  the  point  is  that  he  keeps  his  bond. 

Senator  Robinson.  The  whole  system  is  based  on  the  theory  that 
the  warehouseman  is  a  different  individual,  who  acts  as  a  trustee 
and  who  holds  possession  of  the  property  for  the  benefit  of  both 
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parties,  the  borrower  and  the  lender.  Now,  when  you  let  him  retain 
possession  of  the  property  and  issue  a  receipt  to  himself  and  borrow 
on  it,  there  is  no  such  thing  as  a  warehouseman  or  a  trustee  and 
you  are  simply  letting  him  go  along  on  his  own  moral  responsibility 
handling  the  property,  and  selling  it  if  he  wants  to. 

Senator  Harrison.  You  say  the  Atlanta  district  bank  allows  this 
paper  to  be  rediscounted ? 

Mr.  YoHE.  Yes,  sir. 

Senator  Harrison.  On  what  theory  do  they  allow  it,  if  you  know? 

Mr.  YoHE.  Simply  on  the  fact  that  it  is  licensed  and  under  super-, 
vision. 

Senator  Harrison.  They  go  on  the  theory  that  you  have  to  look  at 
the  character  of  the  individual  who  owns  the  paper,  and  also  to 
the  warehouse,  as  you  do  on  other  loans? 

Mr.  YoHE.  Not  so  much,  I  think,  the  character  of  the  individual. 
They  first  know  that  it  is  issued  by  one  of  these  licensed  warehouse- 
men, and  then  the  man  who  holds  the  receipt  can  go  to  the  bank 
with  his  piece  of  paper  and  borrow  on  what  the  piece  of  paper  shows 
is  supposed  to  be  in  the  warehouse. 

•Senator  Harrison.  Of  course,  there  are  other  charges  in  the  ware- 
house. Take,  for  instance,  in  the  Delta  district,  where  the  soil  is 
very  productive  and  the  man  who  is  a  large  planter,  who  raises 
thousands  of  bales  of  cotton,  builds  a  warehouse  and  he  stores  cotton 
for  other  people  and  charges  them  for  it.  Now,  he  gets  cheaper 
insurance. 

Mr.  YoHE.  He  may,  yes,  sir. 

Senator  Harrison.  1  do  not  think  the  law  should  be  changed  so 
that  a  man  could  not  own  his  own  warehouse,  but  it  is  a  question  of 
good  or  bad. policy  whether  the  Federal  reserve  bank  wants  to  loan 
money  on  the  paper  that  he  puts  out  himself. 

Mr.  YoHE.  And  that  policy  rests  with  the  Federal  reserve  banks. 

Representative  Ten  Eyck.  But  why  should  he  be  restricted,  if  he 
is  of  benefit  to  the  community  ? 

Senator  Capper.  Is  that  not  largely  a  matter  that  is  between  the 
warehouseman  and  the  banks  ? 
"  Senator  Harrison.  Yes. 

Representative  Funk.  You  spoke  of  the  attitude  of  the  system  as 
a  whole.  What  is  the  attitude  of  the  War  Finance  Corporation  with 
respect  to  accepting  these  receipts  as  collateral  ?  Has  that  come  to 
your  attention? 

Mr.  YoiiE.  I  don't  know  that  the  Federal  Reserve  Board  and  the 
War  Finance  Corporation  have  anything  to  do  with  each  other. 

Representative  Funk.  No  ;  they  have  not,  but  we  have  lately  ex- 
tended a  large  line  of  credit  to  the  War  Finance  Corporation  for  the 
purpose  of  enabling  them  to  assist  producers  to  hold  their  products. 

Mr.  YoHE.  Yes. 

Representative  Funk.  Now,  they  advance  money  to  the  producers. 

Mr.  YoHE.  Yes. 

Representative  Funk.  One  of  the  ways  in  which  this  scheme  can 
be  of  benefit  is  to  enable  the  people  who  produce  to  hold  their  prop- 
erty for  an  advance  in  the  market,  and  in  order  to  do  that  they 
store  it.  Have  you  observed  the  attitude  of  the  War  Finance  Cor- 
poration with  respect  to  those  receipts? 
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Mr.  YoHE.  The  War  Finance  Corporation  lias  studied  the  ware- 
house act  and  its  administration,  and  if  the  wareliouse  is  licensed 
they  will  accept  the  receipts. 

Kepi^sentative  Funk.  There  is  no  question  of  collateral? 

Mr.  YoHE.  Oh  yes.  As  a  matter  of  fact,  in  cases  where  the  ware- 
houi<eman  has  not  become  licensed  the  War  Finance  Corporation 
sometimes  has  asked  us  to  make  an  inspection,  and  if  we  pass  it, 
they  will  immediately  accept  his  receipt. 

Representative  Funk.  Have  you  any  information  as  to  the  pro- 
portion of  producers  who  have  used  these  public  warehouses,  or  have 
the  uses  of  them  been  confined  to  what  you  might  term  middlemen? 

Mr.  YoiiE.  Oh,  no. 

Representative  Funk.  Take  cotton,  for  instance.  That  seems  to 
be  more  spoken  of  here;  the  system  seems  to  be  used  by  the  cotton 
men  the  most. 

Mr.  YoHE.  Yes. 

Representative  Funk.  Is  that  cotton  held  by  the  producers  to  any 
extent  ? 

Mr.  YoHE.  I  could  not  give  you  any  idea  of  the  proportion  that 
is  owned  by  the  producers,  but  I  know  that  it  comes  in  there  indis- 
criminately, producer,  buyer,  and  shipper.  I  think  there  is  as  much 
of  one  a&  the  other. 

Representative  Funk.  Well,  you  spoke  of  the  grain  situation,  of 
one  concern  with  68  warehouses,  and  another  with  20,  or  something 
similar  to  that. 

Mr.  YoHE.  Yes. 

Representative  Funk.  Do  those  concerns  own  and  store  their  own 
grain,  or  do  they  do  it  for  the  public? 

Mr.  YojiE.  They  are  acting  as  public  warehousemen. 

Representative  Funk.  I  know  they  are  public,  but  is  it  their  own 
grain,  or  is  it  grain  that  is  stored  there  for  the  producers? 

Mr.  Y'oHE.  It  may  be  both,  and  it  frequently  is.  For  instance,  one 
line  of  elevators  is  connected  with  a  large  milling  corporation,  and 
they  receive  the  ^ain  as  it  comes  in  ana  buv  it,  and  they  may  also 
have  some  grain  m  there  that  is  stored  for  tne  producer. 

Representative  Funk.  One  other  question:  You  spoke  about  the 
rates  for  storage.  Do  you  require  tnat  the  rates  shall  be  nondis- 
<!riminatory  ? 

Mr.  YoHE.  Yes,  sir. 

Representative  Funk.  You  have  that  in  your  rules? 

Mr.  YoHE.  Yes.  Every  warehouseman,  who  is  licensed,  files  with 
us  a  copy  of  his  rates,  before  he  is  licensed. 

Representative  Funk.  And  those  rates  must  be  alike  to  all? 

Mr.  YoHE.  Yes;  they  are  supposed  to  be.  I  do  not  know  of  any 
single  case  where  one  man  gets  one  rate  and  another  gets  another. 

Senator  Harrison.  How  many  States  now  have  a  separate  ware- 
house system? 

Mr.   YoHE.  I  do  not  know. 

Representative  Funk  (interposing).  Illinois  has. 

Senator  Harrison.  Do  you  believe  that  the  warehouse  system  of 
the  United  States  now  is  a  decentralized  and  disintegrated  system, 
subject  to  the  widest  variations  of  regulation? 

Mr.   YoHE.   I   don't  know   whether  I  get  all   of   that   or  not. 

Senator  Harrison.  Well,  I  am  just  wondering  whether  our  report 
on  this  is  going  to  be  made  clear. 
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The  Chairman.  I  hold  it  to  be  true  that  as  the  thing  now  stands^ 
the  warehouses  of  the  country  are,  for  the  most  part,  either  not 
regulated  at  all,  or"  are  regulated  under  State  law. 

Kepresentative  Funk.    And  which  are  permissive. 

The  Chairman.  No. 

Representative  Funk.  That  the  warehouses  may  avail  themselves 
of  it,  or  not. 

The  Chairman.  I  am  talking  of  the  whole  scheme  of  warehouses. 

Mr.  YoHE.  There  are  some  State  laws,  of  course. 

The  Chairman.  I  am  not  talking  of  Federal  warehouses:  I  am 
talking  of  the  whole  scheme  of  warehouses.  Is  it  not  true  that  the 
warehouses  now  are  subject  to  as  many  varieties  of  State  laws  as 
there  are  States? 

Mr.  YoHE,  I  think  that  is  correct. 

The  Chairman.  And  is  there  not  the  widest  variation  in  the 
practices  on  the  part  of  the  warehousemen  as  a  result  of  this  legisla- 
tion? 

Mr.  YoHE.  I  think  that  is  correct.  I  think  the  only  attempt  at 
uniformity  is  the  attempt  to  get  a  uniform  receipt.  There  is  no 
attempt  at  supervision.   There  are,  in  some  of  the  States,  however 

The  Chairman.  I  know  as  between  Minnesota  and  North  Dakota,. 
the  requirements  of  the  warehousemen  are  very  different,  and  those 
variations  have  constituted  one  of  the  greatest  obstacles  in  the  at- 
tempt to  make  the  warehouse  receipt  mean  the  same  thing  to  the 
banker  in  Chicago  as  it  does  to  the  banker  in  New  Orleans. 

If  there  are  no  other  questions,  I  would  like  to  go  on  another  line 
with  Mr.  Yohe.  Are  there  any  other  questions? 
.  Representative  Ten  Eyck.  I  would  like  to  ask  one  general  ques- 
tion.  Your  idea  is  that  a  sufficient  number  of  warehouses  should  be 
furnished,  by  some  means,  either  private  capital  or  otherwise,  to  take 
care  of  these  commodities,  and  that  rules  and  regulations  should  be 
inaugurated  that  will  make  the  commodities  that  are  placed  in  those 
warehouses  for  storage  subject  to  utilization  for  bon-owing,  so  that 
the  paper  issued  upon  them  can  be  rediscountable  in  the  reserve 
banks? 

Mr.  YoHE.  I  think  that  is  desirable,  i  think  the  only  way  to  ac- 
complish it  will  be  Federal  action  which  will  result  in  uniformity. 

Senator  Capper.  To  what  extent  do  the  warehouses  of  the  country 
meet  the  needs  of  the  country  ? 

Mr.  YoHE.  We  have  not  been  able  to  determine  that.  Senator 
Thus  far  under  the  law  we  have  not  been  able  to  ascertain  the  avail- 
able facilities;  thus  far  we  have  made  a  survey  in  only  one  State, 
and  we  found  that  it  was  grossly  inadequate  there. 

Senator  Capper.  Where  was  that? 

Mr.  YoHE.  In  Oklahoma. 

The  Chairman.  I  have  the  impression  that  the  Food  Administra- 
tion has  very  complete  data  as  to  the  number  and  availability  of 
warehouses  the  country  over. 

Mr.  Yohe.  We  are  getting  that  now,  with  respect  to  grain,  from 
their  records,  going  through  their  records  and  compiling  what  in- 
formation we  can.    I  do  not  know  what  the  records  will  disclose. 

The  Chairman.  Do  you  care  to  make  any  suggestions  with  ref- 
erence to  changes  or  modifications  of  the  warehouse  law? 

Mr.  Yohe.  There  is  one  feature  of  the  warehouse  act  which  I  think 
it  would  be  well  to  bear  in  mind.    The  act,  as  it  now  reads,  provides 
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that  the  license  is  good  for  one  year  only ;  it  must  be  renewed  each 
j-ear.  I  do  not  see  why  that  license  should  not  be  continued  in- 
definitely as  long  as  the  warehouseman  meets  the  requirements  and 
lives  up  to  the  regulations. 

Kepresentative  Sumners.  That  is  a  good  suggestion. 

Mr.  YoHE.  There  is  another  suggestion,  and  that  relates  to  the 
iscope  of  the  commodities  that  shall  be  included  in  the  act. 

As  I  said  before,  we  now  have  only  four  commodities  that  are 
covered  by  the  act.  If  the  law  were  enlarged  so  that  it  could  be  ex- 
tended to  certain  other  commodities  it  might  be  possible,  and  I  think 
would  be  possible,  in  a  great  many  instances,  to  build  warehouses 
where  you  would  have  a  certain  product  stored  at  one  tim^  of  the 
j^ear,  and  a  little  later  on  a  different  commodity,  and  so  on,  and  in 
that  way  it  would  be  possible  to  make  use  of  the  warehouse  through- 
out the  year. 

Eepresentative  Sumners.  What  is  the  reason  for  the  limit  on  the 
•commodities  to  be  stored  ? 

Mr.  YoHE.  Maybe  you  gentlemen  can  tell  me  more  about  that  than 
I  could  tell  you.  I  understood  it  was  the  first  thought,  when  the  act 
was  first  discussed,  to  limit  it  to  cotton  only.  And  after  discussion, 
when  the  matter  came  up  further,  it  was  asked  why  not  extend  it 
and  include  other  commodities,  and  so  it  was  extended. 

Senator  Capper.  What  other  commodities  have  you  in  mind  that 
might  be  available  for  storage  ? 

Mr.  Yohe.  I  have  not  thought  of  that  very  much,  Senator,  and  do 
not  think  I  would  like  to  express  an  opinion  on  that  matter  now. 
There  are  so  many  features  that  would  enter  in  that  would  have  to 
be  considered.    There  is  the  matter  of  controlling  temperatures,  etc. 

The  Chairman.  If  there  are  no  other  questions,  we  are  very  much 
obliged  to  you,  Mr.  Yohe,  for  your  statement. 

We  will  now  hear  from  Mr.  Estabrook,  of  the  Bureau  of  Markets. 

STATEMENT  OF  ME.  LEON  M.  ESTABBOOK,  ASSOCIATE  CHIEF  OF 
THE  BVKEAV  OF  MABKETS  AND  CBOP  ESTIMATES,  DEPABT- 
MENT  OF  AOBICULTTTBE. 

The  Chairman.  Mr.  Estabrook,  you  may  state  your  full  name  and 
your  official  connection. 

Mr.  Estabrook.  My  name  is  Leon  M.  Estabrook.  I  am  Associate 
Chief  of  the  Bureau  of  Markets  and  Crop  Estimates  of  the  Depart- 
ment of  Agriculture. 

The  Chairman.  Mr.  Estabrook,  we  would  like  to  have  you  tell  us 
what  the  department  is  doing  in  connection  with  foreign  markets. 
My  recollection  is  that  we  carried,  in  the  last  appropriation  bill, 
about  $60,000,  or  thereabouts,  for  the  purpose  of  establishing  in  some 
of  the  principal  producing  markets  representatives  of  the  Agricul- 
tural Department,  in  the  idea  of  securing  more  accurate  and  critical 
statistics  in  this  country.  I  would  like  to  have  you  tell  us  just  what 
has  been  done  under  that  appropriation. 

Mr.  Estabrook.  There  was  included  in  the  appropriation  act  un- 
der which  we  are  now  operating  an  item  of  $50,000  for  the  purpose 
of  securing  more  definite  and  accurate  information  regarding  crop 
production  and  the  marketing  of  crops  in  foreign  countries.  We 
already  had  two  representatives  in  foreign  countries — a  man  sta- 
tioned at  London  and  one  stationed  at  Buenos  Aires,  South  America. 
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Their  duties  have  been  enlarged  somewhat ;  they  are  collecting  more 
information  and  more  different  kinds  of  information  than  formerly. 

In  addition  to  those  two  men  we  sent  three  cotton  men  to  Europe 
to  take  part  in  the  World's  Cotton  Conference  at  Liverpool  and  to 
attend  the  meeting  of  the  International  Chamber  of  Commerce 
meeting  at  London  in  June  and  July  this  summer.  Two  of  those 
(otton  men  continued  their  investigations  throughout  Europe  and 
Egypt,  visiting  all  the  cotton  milling  centers  of  Europe,  trying  to^ 
ascertain  the  present  situation  and  the  prospects  for  marketing  our 
surplus  cotton  and  enlarging  the  demand  for  American  cStton. 
They  were  abroad  about  three  months  and  returned  about  two  or 
three  weeks  ago. 

This  autumn  a  man  was  employed  to  study  the  meat  situation  in 
Europe.  He  was  formerly  connected  with  one  of  the  independent 
packers  and  had  been  their  selling  agent  from  shortly  after  the 
signing  of  the  armistice  until  about  fJuly.  He  was  thoroughly  in 
touch  with  all  the  sources  of  information  over  there,  and  we  felt  he 
was  very  well  q^ualified  to  undertake  such  an  investigation.  The 
Secretary  of  Agriculture  was  extremely  desirous,  if  possible,  to  stimu- 
late the  demand  in  Europe  for  American  meats,  particularly  hojr 
products.  This  man  has  been  quite  active  and  has  communicated 
information  of  considerable  value  to  the  department.  More  reently 
a  man 

Eepresentative  Funk  (interposing).  Pardon  me  on  that  point. 
How  do  you  contemplate  getting  that  information  before  the  pro- 
ducers, so  that  it  will  be  useful  and  worth  while  and  be  of  use  to 
them? 

Mr.  EsTARROOK.  The  information  collected  bj'  our  men  will  be 
communicated  to  the  public  through  regular  publications  of  the 
department  and  through  statements  issued  to  the  press. 

Representative  Funk.  And  when  are  those  available? 

Mr.  EsTAERooK.  Well,  they  are  available  from  time  to  time.  For 
instance,  we  issue  twice  a  month  a  summary  of  the  world  crop  con- 
ditions, and  we  also  issue  the  Monthly  Crop  Reporter,  the  Weekly 
Market  Reporter,  and  other  publications  from  time  to  time,  in  which 
we  would  incorporate  this  information  that  we  receive  from  abroart. 
Special  statements  are  also  released  to  the  press  for  immediate  an'! 
widespread  publication. 

Senator  Capper.  How  extensively  is  that  information  circulated? 

Mr.  EsTABROOK.  That  information  goes  out  mainly  to  the  news- 
pap>ers,  and  also  to  the  colleges  doing  extension  work,  and  now,  I 
assume,  the  farm  organizations  are  getting  it.  We  send  it  out  to 
these  people,  who  can  get  it  to  the  farmers,  because  we  idealize  that 
it  is  impossible  for  the  department  to  get  it  to  all  the  people  who 
are  interested  and  who  ought  to  have  it,  and  so  we  must  utilize  these 
extension  services  and  the  newspapers  as  a  means  of  publication. 

The  Chairman.  I  understooa  it  was  the  policy,  or  would  be  the 
policy,  of  the  department  to  station  men  permanently  in  some  of 
these  forei^  centers  to  establish  a  permanent  service  having  to  d« 
with  obtaining  of  information  relating  to  crop  movements  and  mar 
kets.    Has  that  plan  been  abandoned  ? 

Mr.  EsTABROoK.  That  has  been  our  plan,  Mr.  Chairman,  and  that 
is  our  plan.  We  are  looking  forward  to  it.  However,  the  Secretarj' 
felt  that  it  was  desirable  to  make  a  survey  of  conditions,  especially 
in  Europe,  to  study  the  sources  of  statistical  and  trade  information 
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over  there,  and  the  existing  machinery,  so  that  we  might  set  up  our 
organization  in  such  a  way  that  it  would  not  duplicate  existing  or- 
ganizations. And  it  is  for  that  purpose  that  the  last  two  men  nave 
been  sent  to  Europe.  Prof.  Warren,  of  Cornell,  and  Mr.  Callender, 
of  the  Bureau  of  Markets  and  Crop  Estimates,  were  sent  over  this 
fall,  and  they  are  engaged  in  that  survey  at  the  present  time.  They 
will  call,  for  instance,  on  the  attaches  of  the  Department  of  Commerce 
to  ascertain  just  what  they  are  doing;  they  will  call  on  the  various 
departments  of  agriculture  of  the  different  countries  of  Europe 
and  on  the  International  Institute  of  Agriculture  at  Rome.  Our 
idea  was,  in  sending  those  men  over  there,  that  they  will  come  back 
in  two  or  three  months  with  a  program  pretty  well  crvstallized  out, 
which  would  enable  us  to  set  up  an  organization  and  fill  in  any  gaps, 
but  without  duplication  of  the  work  of  the  International  Insti- 
tute of  Agriculture  or  the  work  that  the  Department  of  Commerce 
is  doing. 

The  Chairman.  All  that  touches  upon  the  particular  point  in 
which  the  commission  is  interested.  Assuming  that  the  commission 
believes  that  the  Government  should  have  some  man  over  there  de- 
voting his  time,  particularly  to  the  securing  of  information  re^rd- 
ing  the  marketing  of  agricultural  products  and  obtaining  statistics 
with  reference  to  that,  what  advantages  or  disadvantages  are  thei-u 
in  having  those  representatives  attached  to  the  Agricultural  De- 
partment, as  compared  with  having  them  attached  to  the  Department 
of  Commerce? 

Mr.  EsTABROOK.  We  feel  that  it  is  absolutelv  necessary  that  the 
representatives  of  agriculture  as  an  industry  should  be  attached  to 
the  Department  of  Agriculture,  in  order  that  they  may  have  the 
background  and  the  understanding  and  the  insight  into  agriculture 
which  comes  only  from  association  with  this  great  organization  in 
this  country  which  is  dealing  with  agriculture.  That,  in  fact,  a 
proper  understanding  and  appreciation  of  the  problems  of  American 
agriculture  involved  in  the  disposition  of  the  Tburdensome  surpluses 
which  we  often  have,  greatly  depressing  farm  prices,  can  only  be  ob- 
tained by  men  who  have  the  agricultural  viewpoint.  I  think  that 
is  absolutely  clear.  I  have  asked  myself  the  question  many  times 
this  summer,  especially  since  the  whole  question  of  the  reorganization 
of  the  executive  departments  has  been  brought  forward,  and  the 
matter  has  been  broached — I  have  asked  myself  many  times,  "  What 
if  the  Bureau  of  Markets  and  Crop  Estimates,  particularly,  should 
be  transferred  to  the  Department  of  Commerce"?  I  have  asked 
myself, "  Suppose  we,  the  same  personnel,  were  transferred  to  the  De- 
partment of  Commerce,  could  we  function  as  efficiently  as  we  do  now, 
and  expect  to  do  in  the  future,  as  a  part  of  the  Department  of  Agri- 
culture"? And  my  feeling  is  very  strong,  and  I  think  I  voice  the 
feelings  of  others  in  this  department  of  work,  that  we  could  not  func- 
tion as  efficiently  in  the  Department  of  Commerce  as  we  can  in  the 
Department  of  Agriculture,  where  we  are  in  touch  with  the  men 
investigating  the  whole  biological,  production,  and  economic  side 
of  agriculture.  All  lines  of  investigation  are  tied  up  so  closely  to- 
gether that  I  think  it  would  be  a  mistake  to  transfer  this  branch  of 
the  service  to  the  Department  of  Commerce. 

Senator  Harrison.  Is  there  any  movement  on  foot  now  to  put  the 
Bureau  of  Markets  in  the  Department  of  Commerce? 
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Mr.  EsTABROOK.  I  have  not  heard  anything  of  it  recently. 

Senator  Harrison.  Have  there  been  within  the  last  eight  months! 

Mr.  EsTABROOK.  Within  the  last  eight  months  there  have  been 
numerous  references  to  the  matter  in  the  press.  And  presumably  it 
has  been  under  consideration  by  the  men  who  have  tnis  matter  in 
hand.  The  very  name  "markets"  implies  commerce,  and  many 
people  who  have  not  given  the  matter  study  think  that  the  Bureau  of 
Markets  properly  belongs  in  the  Department  of  Commerce. 

Representative  Sumners.  And  you  think  it  would  be  prejudicial 
and  a  mistake  to  separate  the  market  end  of  agriculture  from  the  pro- 
ductive end  of  agriculture? 

Mr.  EsTABRooK.  I  do,  very  much. 

Senator  Harrison.  You  should  have  a  chance  to  be  heard  on  that 
subject  before  it  is  done. 

Mr.  EsTABROOK.  We  think  it  is  highly  desirable  and  extremely  im- 
portant that  agriculture  have  its  own  representatives  abroad. 

Representative  Sumners.  That  is  what  I  want  to  know  about 
Now,  you  take  the  question  of  cotton,  and  the  men  who  have  gone 
abroad  to  secure  information — I  am  sympathetic  with  the  idea,  but  I 
do  not  see  where  you  get  the  benefit.  I  do  not  see  where  there  is  a 
benefit  either  abroad  or  here,  or  what  infoiination  a  man  could  get  if 
he  went  over  there  and  made  a  study  of  that  situation  which  would 
add  either  to  the  purchases  on  the  other  side,  or  to  the  methods  of 
sale  and  distribution  between  this  country  and  Europe  that  the  cot- 
ton merchants  in  Europe  and  in  this  countiy  who  now  control  the 
business  do  not  know. 

Mr.  EsTABRooK.  Well,  those  two  men,  in  their  short  tour  of  duty 
over  there,  established  a  number  of  connections  with  governmental 
agencies.  For  instance,  they  arranged  for  a  more  prompt  transmis- 
sion to  our  department  here  of  their  official  reports,  which  will  cut 
down  the  time  very  materially,  particularly  with  reference  to  India. 
They  met  the  representatives  of  the  Indian  Government,  and  also  of 
Egypt.  We  will  get  those  reports  in  a  much  shorter  time  now 
because  of  the  contract  which  they  made  and  by  our  interchange  with 
them.    We  get  some  of  those  reports  now  by  cable. 

Representative  Sumners.  On  production  ? 

Mr.  EsTABRooK.  On  production.  And  then  on  the  question  of  the 
market  demand  for  cotton.  These  men  made  a*  rather  careful  study 
of  the  port  facilities  and  warehouse  facilities  at  Amsterdam  and 
other  places  in  Europe,  particularly  at  Danzig  and  Lodtz  in  Poland, 
and  there  seemed  to  be  considerable  opportunity  there  for  exporting 
trade  in  our  cotton  and  cotton  products,  particularly  to  take  the  place 
of  the  market  which  Russia  had  formerly,  Russia  now  being  out  of 
the  game  and  can  not  get  back  for  some  years,  probably.  The  infor- 
mation obtained  by  these  men  is  exceedingly  valuable  and  is  being 
utilized.  For  instance,  copies  of  their  reports  were  furnished 
promptly  to  the  Director  of  the  War  Finance  Corporation. 

Representative  Ten  Eyck.  Is  it  your  idea  that  we  should  establish 
Government  representatives  in  the  various  centers  in  Europe,  whose 
sole  duty  it  will  be  to  obtain  information  as  regards  the  farm  in- 
dustry of  that  particular  locality  or  country,  so  that  he  may  obtain 
authentic  information  as  regards  the  amounts  of  crops  raised,  the 
amount  of  produce  stored,  the  amount  consumed,  the  amount  im- 
ported by  the  Government,  and  from  whom  imported,  and  the  anio'int 
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imported  from  each  country,  and  such  other  information  as  regards 
the  method  of  growing,  kinds  of  seeds  used,  and  the  kind  of  food 
consumed  in  the  particular  locality  in  which  he  is  located ;  is  that  all 
necessary  information? 

Mr.  EsTABROOK.  Yes :  that  and  more  too. 

Representative  Ten  Eyck.  Now,  along  that  line,  how  many  differ- 
ent Government  agencies  have  we  over  there  at  the  present  time  repre- 
senting different  Government  bureaus? 

Senator  Capper.  You  mean  interested  in  agricultural  enterprises? 

Representative  Ten  Eyck.  Yes;  interested  in  agriculture? 

Mr.  EsTABROOK.  Interested  directly  in  agriculture? 

Representative  Ten  Eyck.  Who  are  supposed  to  report  on  agri- 
culture. 

Representative  Funk.  As  a  whole  or  part  of  their  duty. 

Mr.  EffTABRooK.  You  mean  employed  by  the  United  States  Gov- 
ernment ? 

Representative  Ten  Eyck.  Yes. 

Mr.  EsTABROOK.  So  far  as  I  know  there  are  none,  except  the  few 
individuals  we  have  abroad. 

Representative  Funk.  You  spoke  of  the  Department  of  Commerce 
making  reports  on  agricultural  conditions. 

Representative  Ten  Eyck.  My  idea  is,  have  we  any  dual  agencies 
over  there,  representing  the  Agricultural  Department  or  representing 
the  Department  of  Commerce  or  representing  the  Secretary  of  State, 
who  report  to  our  (Jovernment  on  agriculture  more  or  less,  to  a 
degree? 

Xir.  EsTABROOK.  Or  who  could  be  utilized  for  that  purpose  ? 

Representative  Ten  Eyck.  No  ;  not  who  could  be  utilized  for  that 
purpose,  but  who  are  doing  it  now  ? 

Mr.  EsTABROOK.  Aside  from  the  few  representatives  of  the  Depart- 
ment of  Agriculture  abroad  that  I  have  mentioned,  the  onl^  other 
Government  agency  that  collects  information  regarding  agriculture 
to  a  very  limited  extent  is  the  Department  of  Commerce,  but  that  is 
only  quite  recently.  Some  time  in  the  spring,  in  May.  possibly,  we 
had  a  conference  with  the  officials  of  the  Department  oi  Commerce — 
Dr.  Klein  and  some  of  his  assistants,  who  came  to  our  bureau  and 
met  Dr.  Taylor  and  myself  and  Dr.  Montgomery,  who  was  then  with 
us,  and  we  discussed  the  question  of  how  the  commercial  attaches  and 
others  who  were  employed  by  the  Department  of  Commerce  might  get 
information  which  we  in  the  Department  of  Agriculture  realize  is 
needed.  And  Dr.  Klein  and  his  assistants  promised  the  fullest  co- 
operation possible;  in  effect,  that  their  commercial  attaches  were  at 
our  service  so  far  as  we  could  utilize  them,  and  we  felt  that  they  could 
be  utilized  to  a  very  large  extent  to  get  information  and  transmit* 
it  through  their  department  to  the  Department  of  Agriculture.  I 
recall  that  at  that  time  I  promised  to  draw  up  a  program  which 
would  keep  the  commercial  attaches  fully  occupied  in  connection  with 
agriculture. 

Representative  Funk.  That  was  last  spring;  what  have  you  devel- 
oped since  then? 

Mr.  EsTABROOK.  Some  information  has  come  through.     I  don't 
know  just  how  much.    But  some  of  it — I  am  sure  they  nave  carried 
out  that  arrangement  in  good  faith,  and  they  have  sent  us  some  infor- 
mation.   I  know  that  we  have  been  corresponding  back  and  forth. 
91341— 22— VOL  3 54 
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Representative  Ten  Eyck.  Well,  do  you  not  think  it  advisable  <o 
have  representatives  over  there  under  one  head,  reporting  back  to 
this  coifntry  on  the  various  things  regarding  which  I  suggested 
in  my  previous  question  ? 

Mr.  EsTABROOK.  I  think  that  for  agriculture  they  should  head  up 
in  the  Department  of  Agriculture.  I  think  we  should  specify  the 
kind  of  inionnation  that  we  need,  and  we  should  follow  it  up  and  see 
that  we  get  it. 

Eepresentative  Ten  Eyck.  I  had  intended  to  follow  that  up  by 
asking  you  what  department  you  would  recommend  having  it  under. 
But  what  I  want  to  ask  you  now  is  whether  you  would  not  recommend 
organizing  a  svstem  for  collecting  data  over  there  under  one  head  for 
the  purpose  oi  obtaining  agricultural  information,  so  that  we  would 
have  an  organization  for  this  purpose,  rather  than  to  accumulate  it 
through  a  number  of  different  agencies,  so  as  to  obtain  an  outlet  for 
our  surplus. 

Mr.  EsTABROOK.  Well,  I  think  in  terms  of  depai*tmental  organiza- 
tion, and  the  Department  of  Agriculture  all  the  time,  and  the  ulti- 
mate object  we  are  after,  which  is  the  information. 

Representative  Ten  Eyck.  That  is  the  idea. 

Mr.  EsTABROOK.  And  my  thought  is  this:  That  the  Department  of 
Agriculture  should  have  its  representatives  in  the  various  countries, 
countries  which  have  a  surplus  production  in  competition  with  our 
farmers,  and  in  countries  of  deficient  production  to  which  we  sell  our 
products. 

Representative  Ten  Eyck.  Then  you  would  cut  out  the  other  coun- 
tries? 

Mr.  EsTABROOK.  No ;  I  would  not.  I  would  utilize  information  from 
all  sources.  We  would  have  an  understanding  with  the  Department 
of  Commerce,  just  as  we  have  now,  that  our  men  should  work  to- 
gether; that  our  men  should  be  primarily  responsible  for  getting  in- 
formation regarding  agriculture,  production,  stocks,  surpluses,  defi- 
cits, supply,  demand,  prices,  farm  practices,  methods,  possibilities 
for  increasing  production,  standards  of  living,  cooperative  enter- 
prises, insurance  methods,  agricultural  finance  and  credit,  and  all 
that  kind  of  thing.  And  then  we  should  have  information  as  to  their 
plant  and  animal  diseases,  and  their  insect  pests,  and  what  thev  are 
doing  to  control  them.  And  that  information  our  men  could  get. 
That  is,  information  relating  to  the  technical  side  of  agriculture, 
which  the  commercial  men  would  find  it  extremely  difficult  or  im- 
possible to  get. 

Representative  Ten  Eyck.  Why  could  they  not  get  the  commercial 
•side? 

Mr.  EsTABRooK.  They  probably  could  get  tlie  commercial  side,  too. 
But  I  would  have  these  men  closely  associated  with  the  commercial 
attaches.  I  believe  in  a  division  of  labor.  Suppose  we  have  two  men 
at  London,  one  an  agricultural  and  the  other  a  commercial  attach^. 
I  would  not  think  of  doing  other  than  having  those  two  men  closely 
associated,  so  they  would  be  working  together;  they  would  both  bie 
interested  in  developing  our  trade  and  in  stimulating  sales  of  our  farm 
products.  Two  men  can  always  work  better  than  one;  two  heads 
are  better  than  one ;  and  I  believe  we  would  get  better  results  if  they 
were  working  together  along  those  lines. 


Digiti 


ized  by  Google 


AGRICULTUBAL.  INQUIRY.  851 

Senator  Eobinson.  Suppose  the  suggestion  of  Mr.  Ten  Eyck  should 
be  adopted  and  put  in  operation,  have  you  made  any  estimate  of  the 
additional  number  of  men  that  would  have  to  be  put  into  the  service 
for  the  purposes  he  has  indicated  ? 

Mr.  EsTABROOK.  I  gave  a  little  thought  to  that  subject  last  night, 
after  I  was  notified  that  I  would  be  called  on  this  morning.  I  mapped 
out  what  I  thought  would  be  required,  and  to  put  in  a  complete 
system  I  think  we  ought  to  have  about  15  representatives. 

Senator  Robinson.  JDo  you  think  15  men  could  do  it? 

Mr.  EsTABRooK.  I  think  15  men  could  cover  it  very  well.  Then  I 
would  give  each  one  of  those  men  a  good,  competent  clerk  to  run  his 
office.  I  would  give  him  permanent  headquarters  in  his  territory ;  I 
would  define  his  territory  and  his  duties ;  and  I  would  expect  him  to 
travel  a  large  part  of  his  time,  just  as  our  statisticians  in  this  country 
do,  making  observations,  studying  conditions,  talking  with  the 
farmers  and  the  live-stock  specialists,  and  interviewing  Government 
officials  and  well-informed  business  men  over  there,  getting  back  to 
his  headquarters  once  or  twice  a  month.  In  the  meantime  his  clerk 
would  be  taking  care  of  the  information  which  comes  into  the  office, 
transmitting  it  promptly  by  mail  over  here,  and  cabling  important 
information  which  should  be  transmitted  more  promptly. 

Senator  Robinson.  You  would  have,  then,  15  officers,  with  that 
number  of  heads  and  subordinate  clerks. 

Mr.  EsTABROOK.  Yes. 

Senator  Robinson.  What  would  be  the  total  number  of  employees, 
approximately  ? 

Mr.  Estabrook.  If  we  had  two  men  with  each  of  those  head- 
quarters it  would  mean  30  men. 

Senator  Robinson.  Thirty  men? 

Mr.  Estabrook.  Thirty  men;  and  in  addition  to  their  salaries 
would  be  the  cost  of  travel,  the  rent  of  offices,  and  the  little  equip- 
ment they  would  have  to  have,  a  typewriter,  and  a  mimeograph,  per- 
haps, and  stationery  and  supplies. 

Senator  Robinson.  What  salaries  ought  those  officers  have,  ap- 
proximately? 

Mr.  EsT'ABRooK.  The  agricultural  attaches,  if  you  call  them  that, 
should  be  men  of  the  highest  ability  that  we  can  employ.  It  would 
take  a  very  broad-minded  man  of  good  judgment,  somewhat  diplo- 
matic, and  thoroughly  grounded  in  American  agriculture ;  he  ought 
to  be  well  informed  on  the  crop  and  live  stock  conditions  of  the 
United  States ;  the  history  of  agriculture ;  the  organizations  of  agri- 
culture, and  understand  in  a  rather  broad  way  the  economic  side  of 
agriculture ;  what  is  involved  in  all  this  distribution  and  exchange  of 
products  that  takes  place. 

Senator  Robinson.  What  would  it  probably  cost  to  employ  men  of 
that  type?  I  agree  with  you  that  men  who  are  employed  for  that 
service  must  be  men  of  a  very  high  order. 

Mr.  Estabrook.  The  best  we  can  get. 

Senator  Robinson.  What  would  we  have  to  pay  them,  approxi- 
mately ? 

Mr.  Estabrook.  Well,  I  would  say  from  $4,000  to  $6,000. 

Senator  Robinson.  Each  ? 

Mr.  Estabrook.  Each ;  I  would  average  them  at  $5,000. 


Digiti 


ized  by  Google 


852  AGRICULTURAL  INQUIRY. 

Senator  Robinson.  And  as  to  the  clerks,  what  would  be  the  salary 
of  the  clerk,  approximately? 

Mr.  EsTABRooK.  The  clerks  should  have  a  salary  of  from  $1^ 
to  $2,000 ;  it  would  depend  on  their  qualifications,  and  the  capabilities 
of  the  particular  individuals.  Some  men  would  be  worth  more  than 
others,  out  I  would  average  them  at  $1,500. 

Senator  Robinson.  That  would  be  approximately  $120,000. 

Representative  Funk.  I  should  say  aoout  $150,000. 

Mr.  Estabrook.  I  estimated  the  various  elements  of  cost  at  each 
office  at,  say,  $5,000  for  the  principal  man,  for  the  attaches ;  $1,500  for 
a  competent  clerk;  $1,000  for  telegrams  and  cables,  because  a  good 
deal  of  this  information  Qught  to  come  by  cable. 

Senator  Robinson.  It  would  probably  aggregate  nearly  a  quarter 
of  a  million  of  dollars. 

Mr.  EsTABRooK.  No ;  I  figured  that  each  one  of  tliese  offices  could 
be  put  on  a  good  operating  basis  for  some  $10,000  to  $12,000.  Then, 
it  depends  upon  how  many  you  set  up. 

Senator  Robinson.  Does  that  take  into  consideration  the  rent  and 
the  travel? 

Mr.  Estabrook.  Yes;  the  traveling  expenses,  the  letters  and  cables, 
and  the  equipment. 

Senator  Robinson.  What  would  be  the  number  of  additional  men 
required  in  the  department  here  to  handle  the  additional  informa- 
tion thus  secured:  have  you  estimated  that? 

Mr.  Estabrook.  Not  exactly.  I  had  in  mind  that  our  present  or- 
ganization perhaps  would  handle  it. 

Senator  Robinson.  Your  idea  would  be  that  while  establishing 
these,  say,  15  centers  of  information,  you  Avould  also  continue  the 
cooperation,  so  to  speak,  between  these  agricultural  agents  and  the 
commercial  attaches? 

Mr.  Estabrook.  Yes,  sir. 

Senator  Robinson.  You  would  not,  then,  recommend  the  suspen- 
sion of  whatever  activities  are  now  being  engaged  in  by  the  com- 
mercial attaches  in  that  regard? 

Mr.  Estabrook.  By  no  means.  I  think  the  commercial  attach^  are 
performing  a  very  valuable  service  and  one  which  will  become  very 
much  more  valuable  in  the  future  than  it  has  been  in  the  past.  They 
are  serving  the  whole  industrial  side  of  our  country ;  and,  as  our 
export  trade  has  run  in  the  past,  it  is  about  50-50  agricultural 
and  industrial. 

Senator  Robinson.  Why  could  not  the  commercial  attach^  per- 
form the  whole  service? 

Mr.  Estabrook.  Because  they  lack  the  agricultural  training— the 
insight  into  agricultural  problems — and  su(m  men  can  never  get  the 
information  agriculture  needs  or  understand  it  if  by  chance  they 
get  it.  You  might  as  well  ask  an  automobile  salesman  to  estimate 
the  cofton  crop  of  the  South  or  the  wheat  crop  of  the  North. 

Senator  Robinson.  Yes ;  but  the  force  of  your  suggestion  is  weak- 
ened if  not  destroyed  by  your  own  willingness  to  use  the  commerical 
attaches.  You  say  that  they  are  performing  a  valuable  service, 
and  why  could  they  not  continue  to  do  it? 

Mr.  Estabrook.  I  have  not  said  to  what  extent  their  informati<»i 
would  be  helpful  to  agriculture.  I  have  no  doubt  that  their  service 
is  valuable  to  other  industries,  especially  manufactures. 
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Senator  Robinson.  You  do  not  want  information  that  is  not  help- 
ful to  you? 

Mr.  EsTABROOK.  So  far  as  they  can  serve  this  purpose,  my  idea 
would  be  to  utilize  them  and  to  help  them  by  suggestions  to  get  in- 
formation that  would  be  valuable  to  agriculture. 

Senator  Robinson.  Of  course,  you  do  not  want  information  that 
would  not  be  valuable? 

Senator  Harrison.  Well,  of  course,  a  man  who  is  possessed  of 
those  Qualifications  that  you  have  des?ribed,  who  has  such  a  broad 
general  knowledge,  and  a  special  knowledge  of  agriculture,  why 
could  he  not  be  used  by  the  Department  of  Commerce  as  well ;  why 
could  he  not  fill  both  positions? 

Mr.  EsTABROOK.  The  work  would  be  too  much  for  him.  No  one 
man  can  cover  so  many  special  fields. 

Senator  Harrison.  A  man  of  that  kind  ought  to  be  able  to  get 
the  figures  you  desire  and  also  the  figures  on  commercial  activities. 
Mr.  EsTABROOK.  The  work  would  be  too  much  for  one  man  to  per- 
form. 

Senator  Harrison.  That  work  was  at  one  time  done  by  the  con- 
sular agents,  and  recently  we  have  started  this  commercial-attach^ 
business. 

Mr.  EsTABRooK.  There  is  a  law  on  the  statute  books  now,  and  has 
been  for  40  years,  requiring  the  consular  agents  throughout  the 
world  to  make  reports  to  the  Secretary  of  Agriculture,  through  the 
State  Department,  on   various  agricultural  matters,  such  as  crop 
conditions,  and  so  on,  but  that  has  never  been  done,  and  it  is  of 
absolutely  no  use  to  agriculture. 
Senator  Robinson.  Do  you  know  why  that  is? 
Mr.  EsTABROOK.  It  is  partly  because  of  the  character  of  the  men 
who  are  appointed  and  partly  because  they  are  not  trained  in  the 
work. 
Senator  Robinson.  They  have  no  sympathy  with  the  work? 
Mr.  EsTABROOK.  Partly  that;  and  they  have  no  knowledge  of  the 
work. 

Senator  Harrison.  Mr.  Estabrook,  I  ajn  entirely  in  sympathy  with 
laving  the  commercial  attach^  get  this  information.  But  it  looks 
tc  me  like  a  waste  of  effort,  unless  there  is  one  head  established  where 
W3  could  get  this  information  which  is  desired.  It  seems  to  me  now, 
when  there  is  an  effort  being  made  at  reorganization,  bringing  the 
departments  into  more  harmony,  that  we  stand  little  chance  to  create 
this  new  machinery  over  there. 

Mr.  Estabrook.  If  these  attaches  are  to  be  employed  to  get  infor- 
mation about  agriculture,  and  if  they  are  placed  under  the  Depart- 
ment of  Agriculture,  we  will  see  that  they  get  information  that  is 
needed,  so  far  as  it  is  obtainable.  We  know  precisely  what  we  want 
and  we  know  pretty  well  how  to  get  it,  and  we  will  see  that  we  do 
get  it  if  we  can  have  the  right  kind  of  men — men  trained  in  agricul- 
ture.   Now,  with  men  with  only  commercial  training  and  located  in 

another  department  of  the  Government 

Senator  Robinson  (interposing).  You  have  no  control  over  them? 

Mr.  Estabrook.  We  have  no  control  over  them.    They  report  to 

the  Secretary  of  Commerce,  and  they  lack  the  necessary  training  in 

agriculture  to  enable  them  to  have  an  intelligent  understanding  of 

agricultural  problems. 
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Senator  Harrison.  But  could  you  not  coordinate  it  to  the  extent 
that  it  could  be  done  for  both  departments? 

Mr.  EsTABRooK.  It  takes  a  week  sometimes  to  get  things  through 
another  department  in  Washington.  It  is  important  that  this  infor- 
mation be  transmitted  promptly.  For  instance,  take  the  reports  on 
acreage  or  condition  of  a  great  staple  crop  which  influences  market 
prices  and  have  an  important  effect  on  the  exchanges  and  boards  of 
trade.  You  see  the  prices  of  wheat  and  corn  or  other  grains  going 
up  and  down  from  day  to  day  and  hour  to  hour,  and  if  you  will  fol- 
low it  through  you  will  see  the  explanation.  It  is  because  it  is 
rumored  that  there  is  a  drought  in  the  Argentine  or  that  adverse 
conditions  prevail  in  certain  other  countries.  We  should  have  a  rep- 
resentative in  each  principal  country  who  could  confirm  or  disprove 
a  rumor  immediately  by  cable  and  thus  stabilize  the  market. 

Senator  Robinson.  'Talking  about  ^tting  things  through  Washing- 
ton— I  do  not  know  that  this  is  pertinent  to  this  inquiry,  but  I  was 
told  of  a  certain  important  communication  that  was  sent  from  one 
department  to  another,  three  blocks,  by  special  messenger  that  did 
not  arrive  until  the  expiration  of  12  days.  I  am  not  sure  that  any- 
thing that  has  been  suggested  here  would  remedy  that. 

Mr.  EsTABRooK.  Now,  as  an  illustration,  our  bureau  asked  the 
Department  of  Commerce  about  two  or  three  weeks  ago,  now  that 
these  commercial  attaches  are  to  be  at  our  disposal,  to  get  for  us  the 
acreage  of  the  newly  sown  wheat  crop  in  Argentina.  That  was  an 
important  factor  in  the  wheat  trade  at  that  time,  and  the  crop  was 
just  sown,  and  we  wanted  those  figures,  and  we  wanted  them  as  soon 
as  possible.  It  means  a  great  deal  in  the  wheat  trade,  as  it  has  an 
effect  ©n  the  prices.  We  asked  the  Department  of  Commerce  to  get 
that  information  for  us  from  their  attache  at  Buenos  Aires.  At  the 
same  time  we  asked  our  man,  because  we  happened  to  have  a  man  at 
Buenos  Aires,  to  get  that  information  for  us.  He  got  it  and  trans- 
mitted it  to  us  by  cable  and  it  was  immediately  released  to  the  pre^ 
and  included  in  our  reports.  A  few  days  later  we  had  a  reply  from 
the  Department  of  Commerce  to  the  effect  that  the  acreage  of  the 
newly  sown  wheat  in  Argentina  would  not  be  available  for  a  month. 

Representative  Funk.  Did  he  get  it  through  the  Department  of 
Agriculture  of  Argentina  or  independently  ? 

Mr.  EsTABROOK.  He  got  it  from  the  Department  of  Agriculture  of 
Argentina.  Now,  it  is  just  those  things  we  want.  We  need  them 
very  badly.  Prompt,  definite,  and  dependable  information  on  factors 
affecting  agricultural  supply  and  demand  and  prices. 

Kepresentative  Ten  Eyck.  Regardless  of  how  you  get  it,  it  is 
valuable  to  have  that  information,  because  it  means  millions  of  dol- 
lars to  the  farmers  of  this  country? 

Mr.  EsTABRooK.  Exactly. 

Representative  Ten  Eyck.  Npw,  your  recommendation  as  regards 
separate  agencies,  separate  from  everything  else,  of  course,  is  ques- 
tionable and  will  have  to  be  gone  into  with  a  great  deal  of  thought 
But  at  least  they  could  be  in  the  same  buildings  and  utilize  the  same 
offices? 

Mr.  EsTABROOK.  Of  course.    That  is  highly  desirable. 

Representative  Ten  Eyck.  The  question  is  whether  we  should  not 
recommend  that  this  information  should  be  gotten  and  that  the  Gov- 
ernment should  utilize  those  agencies  which  it  has,  and  only  add 
those  in  the  future  which  are  necessary. 
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Senator  Robinson.  That  is  his  su^^estion. 

Mr.  EsTABRooK.  My  idea  is  to  utilize  all  existing  agencies  and  to 
supplement  them. 

Representative  Sumners.  Your  idea  is  that  if  we  have  a  few  men 
abroad  whose  business  it  is  to  get  this  information,  that  they  can 
direct  and  stimulate  the  activities  of  the  other  people  ? 

Mr.  EsTABROOK.  Absolutely. 

Representative  Sumners.  But  what  I  have  never  been  able  to 
understand  is.  What  are  we  going  to  do  with  this  information  after 
we  get  it?  Take  the  cotton  situation.  It  is  not  so  much  knowl- 
edge we  need  as  instrumentalities  through  which  it  may  be  used. 
Now,  you  have  these  people  getting  information  about  cotton.  If 
<!ott9n  were  sold  by  the  farmers  over  there,  then  I  can  see  how  that 
would  be  very  valuable.  But  these  big  organizations  selling  cotton, 
I  do  not  see  how  this  information  will  help  them.  However,  I  will 
withdraw  the  question  and  will  not  ask  for  an  answer,  inasmuch  as 
our  time  is  limited,  but  I  will  talk  with  you  some  time  privately 
about  that  matter. 

Mr.  EsTABROOK.  I  will  do  so  with  pleasure. 

Senator  Capper.  Are  the  agricultural  departments  of  any  of  the 
foreign  nations  working  in  this  country  on  the  lines  you  have  sug- 
gested we  should  work  in  the  others  ? 

Mr.  EsTABRooK.  Quite  a  number  of  the  foreign  countries  have 
agricultural  attaches  here.  They  call  at  the  department  from  time  to 
time,  and  they  circulate  throughout  the  country,  and  they  are  study- 
ing very  cai^efuUy  our  agricultural  conditions  and  crop  production. 
Many  of  the  small  countries  maintain  them.  At  the  general  assembly 
meeting  of  the  International  Institute  of  Agriculture  at  Rome,  Mr. 
Harvey  J.  Sconce,  representing  the  American  Farm  Bureau  Federa- 
tion, was  advocating  a  system  of  agricultural  attaches.  He  priBsented 
a  resolution  to  that  effect  to  one  or  more  of  the  committees,  asking 
the  International  Institute  to  advocate  and  to  request  the  adhering 
Governments  to  employ  agricultural  attachcis  to  supplement  the 
work  of  the  institute.  Now,  that  resolution  was  not  acted  upon, 
partly  because  it  was  not  submitted  in  the  proper  form — that  is,  90 
days  before  the  day  of  the  meeting — but  mainly  because  most  of  the 
adhering  countries  have  attaches,  and  they  thought  it  was  not  neces- 
sarv. 

liepresentativG  Sumners.  Let  me  ask  you  this  question :  Why  could 
we  not  send  just  one  man  to  the  capital,  and  pet  in  touch  and  keep 
in  touch  with  the  Governments,  and  have  an  international  arrange- 
ment under  which  they  would  supply  this  Government  with  such 
information  to  our  Agricultural  Department  with  reference  to  pro- 
duction and  consumption,  and  in  turn  give  that  information  to  them, 
just  as  you  got  your  information  from  Buenos  Aires  and  have  just 
one  man  over  there  instead  of  establishing  a  lot  of  people  over  there  ? 

Mr.  EsTABROOK.  Well,  we  need  one  man  like  that  to  be  stationed 
at  the  capital  of  each  principal  country,  or  a  ^roup  of  countries. 
For  instance,  the  man  at  London  would  cover  the  British  Islands, 
and  incidentally  get  some  information  from  northern  Europe,  from 
the  great  agricultural  centers  there;  we  should  have  a  man  at  Paris 
to  cover  France,  Switzerland,  and  Spain;  one  at  Berlin  to  get  infor- 
mation from  (iermany,  Denmark,  and  Poland;  one  at  Rome,  Italy, 
to  take  care  of  Italy,  and  perhaps  Spain  and  North  Africa;  and  we 
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need  a  man  in  the  Balkans  and  southern  Russia.  All  these  countries 
should  be  covered  by  men  stationed  at  the  principal  capitals,  who, 
in  addition  to  collecting  information  from  unofficial  sources,  would 
establish  cordial  cooperative  relations  with  the  Government  officials 
concerned  with  agriculture. 

Representative  Sumners.  Gathering  information  from  official 
sources? 

Mr.  EsTABROOK.  Yes,  sir.  And  in  addition  to  that,  there  is  a  great 
deal  of  information  which  he  can  collect  through  unofficial  sources. 

Representative  Ten  Eyck.  You  need  men  in  places  like  Egypt  and 
India,  where  they  raise  cotton? 

Mr.  EsTABRooK.  Yes ;  I  was  giving  these  as  illustrations,  and  indi- 
cating where  men  could  be  advantageously  placed.  We  need  a.jnan 
at  Calcutta,  India. 

Senator  Robinson.  You  need  men  also  in  South  America? 

Mr.  EsTABRooK.  Yes ;  we  have  a  man  now  at  Buenos  Aires,  and  he 
can  look  after  Paraguay  and  Uruguay,  also.  We  should  have  another 
man  in  Brazil,  and  possibly  on  the  west  coast  also. 

Representative  Funk.  I  take  it  that  this  is  not  only  your  own  sug- 
gestion, but  that  requests  have  come  to  your  department  for  such 
representatives? 

Mr.  EsTABROOK.  Numerous  requests  have  come  to  us  for  informa- 
tion during  the  war,  and  we  have  not  been  able  to  meet  the  demand, 
because  we  have  not  been  able  to  get  it.  Practically  all  the  large 
national  farm  organizations,  such  as  the  American  Farm  Bureau 
Federation,  men  in  various  commodity  organizations,  and  men  con- 
nected with  the  agricultural  colleges,  and  various  marketing  agencies 
have  recommended  and  advocated  such  a  system. 

Representative  Funk.  I  think  that  is  important  for  us  to  consider, 
that  it  is  not  your  own  view  only,  but  that  there  are  reguests  from  the 
people  for  this  service.  It  is  not  your  own  view,  but  from  the  corre- 
spondence coming  to  the  department  you  think  that  the  country 
would  welcome  the  establishment  of  this  service? 

Mr.  EsTABROOK.  Yes;  and  that  is  particularly  true  as  these  peat 
farm  organizations  have  developed,  and  as  they  feel  the  need  of  this 
information ;  they  feel  that  the  need  for  these  foreign  representatives 
is  imperative. 

The  Chairman.  We  are  very  much  obliged  to  you,  Mr.  Estabrook, 
for  appearing.  And  the  commission  will  now  hear  Mr.  Julius  Klein, 
the  Director  of  the  Bureau  of  Foreign  and  Domestic  Commerce  of 
the  Department  of  Commerce. 

STATEMENT  OF  HE.  JTTLIXrS  KLEIK,  BIEECTOK  OF  THE  BIJBEAV  OF 
FOREIGN  AND  DOMESTIC  COMMEECE,  DEPARTMENT  OF  COM- 
MEKCE. 

The  Chairman.  Mr.  Klein,  we  would  like  to  have  you  tell  us  briefly 
just  what  the  Department  of  Commerce  is  now  doing  with  reference 
to  securing  information  in  foreign  countries  as  to  trade  conditions, 
and  disseminating  it  there. 

Mr.  Klein.  We  have,  in  the  first  place,  an  organization,  including 
a  number  of  foreign  representatives,  which  has  been  built  up  since 
1914.  A  personnel  of  perhaps  80  persons  is  maintained  abroad  as  a 
result  of  an  insistent  demand  by  exporters  for  all  kinds  of  informa- 
tion with  reference  to  foreign  trade  conditions.    And  then,  too,  the 
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Consular  Service,  under  the  State  Department,  is  in  close  touch  with 
our  department,  because  its  trade  reports  are  required  by  law  to  be 
transmitted  to  the  Department  of  Commerce.  More  recently,  as  the 
result  of  an  appropriation  of  $250,000  made  last  spring  for  the 
promotion  of  export  industries,  we  established  a  group  of  commodity 
divisions,  including  one  devoted  to  foreign  trade  in  foodstuffs,  for 
the  study  of  overseas  markets  under  the  direction  of  specialists. 
These  men  are  chosen,  as  far  as  possible,  from  among  those  who  are 
specially  conversant  with  the  industry  concerned.  For  instance, 
for  the  study  of  automobiles,  we  communicated  with  the  National 
Automobile  Chamber  of  Commerce,  which  .found  men  who  were 
thoroughly  conversant  with  all  branches  of  the  automobile  business 
abroad,  and  they  are  now  working  with  us. 

In  the  lumber  and  textile  industries  we  also  secured  the  very 
best  men  who  could  be  found  by  trade  associations  in  those  indus- 
tries. Among  the  commodities  to  which  we  have  given  special  atten- 
tion are  the  food  products,  because  a  very  large  percentage  of  our 
export  trade  is  made  up  of  that  category. 

Although  there  are  some  600  foreign  trade  representatives  and 
agents  of  the  Grovemment  of  the  United  States,  consular  and  other- 
wise, who  are  sending  in  reports  on  all  sorts  of  commercial  subjects 
there  has  been,  until  recently  very  little  effort  to  coordinate  this 
work  from  Washington.  In  other  words,  experience  has  shown  that 
what  was  needed  was  intelligent  direction  here ;  not  so  much  a  matter 
of  building  up  larger  information  services  in  the  field,  but  more  a 
question  of  regulation  or  coordination  between  the  departments  heie 
and  utilization  of  that  service  in  this  country. 

We  have  established,  then,  a  foodstuffs  division,  the  chief  of  which 
is  Mr.  E.  G.  Montgomery,  who  was  formerly  in  the  Bureau  of  Mar- 
kets of  the  Department  of  Agriculture.  And  in  our  efforts  to  make 
service  more  useful  to  the  foodstuffs  trade  of  the  country,  especially 
that  part  which  is  interested  in  foreign  markets,  we  called  on  some 
of  the  largest  exporters  of  food  products,  and  asked  them  for  specific 
advice  and  suggestions.  The  first  approach  of  that  sort  was  made 
to  the  National  Canners'  Association,  because  of  the  fact  that  its 
members  exported  last  year  something  like  $120,000,000  worth  of 
goods,  and  have  had  an  unusual  opportunity  to  study  the  problems 
confronting  American  industries  aDi:*oad,  such  as  the  prejudicial 
tariffs  in  some  of  the  countries,  discriminatory  food  laws  and  embar- 
goes of  all  descriptions,  all  of  which  our  field  men  had  been  handling 
for  some  time. 

The  Canners  immediately  came  forward  with  a  comprehensive 
scheme  for  investigation  and  service,  not  only  with  reference  to  the 
fruits  of  California  but  to  all  sorts  of  canned  goods,  such  as  fish, 
vegetables,  and  other  products  of  the  Northeastern  and  Central  States 
as  well.  That  committee  of  which  I  speak  has  been  in  session  more 
or  less  regularly  during  the  last  six  weeks  or  two  months,  and  at  their 
suggestion  we  appointed  as  chief  of  the  canned  goods  section  Mr. 
B.  R.  Hart,  who  is  one  of  the  leading  experts  in  this  field.  He  is  now 
directing  the  studies  of  our  field  men  throughout  the  world,  sending 
out  questionnaires  and  instructions  to  consuls  and  trade  commission- 
ers as  to  how  to  secure  important  information  on  tariffs,  food  laws, 
competition,  and  the  other  data  desired. 
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A  somewhat  similar  situation  came  up  with  reference  to  coi  n  prod- 
ucts and  we  are  now  assisting  this  trade  as  we  did  in  the  case  of  the 
Canners'  Association.  Trade  Commissioner  LeClerc  is  now  in 
Europe  studying  the  market  conditions  for  certain  types  of  corn 
products,  especially  corn  grits.  It  was  thought  that  in  view  of  the 
changes  in  diet  now  being  made  by  many  of  the  people  in  central 
and  eastern  Europe  that  there  might  be  opportunity  for  the  intro- 
duction of  that  tyi>e  of  food. 

The  important  thing  that  we  have  found  in  tlie  past  seven  years 
on  this  job  is  that  there  must  be  a  follow-up  to  every  specialized  field 
study.  And  that  is  a  thing  we  must  have  through  resident  agents 
abroad  who  are  not  specialists  but  who  are  experts  in  fundamental 
economic  problems,  such  as  tariffs,  shifts  in  our  industrial  situation, 
transportation,  and  marketing. 

We  are  already  being  approached  by  many  other  trade  associa- 
tions for  similar  services.  I  have  lust  given  you  a  few  illustra- 
tions of  what  we  are  doing  along  the  line  of  food  products. 

With  reference  to  any  general  agricultural  information  gathered 
by  our  foreign  representatives,  aside  from  such  special  topics  as 
canned  goods  and  com  products,  it  is,  of  course,  obvious  that  every 
resident  agent  of  the  Department  of  Commerce  abroad  must  inform 
himself  in  detail  of  agriciUtural  conditions  in  his  district.  It  would  be 
absolutely  impossible,  for  example,  for  our  offices  in  Europe  to  keep 
us  advised  of  trade  prospects  there  unless  they  kept  us  informed 
ve4*y  accurately  of  the  crop  conditions.  That  is  absolutely  necessary. 
We  have  got  to  have  that  information  if  we  are  to  know  anything 
about  the  purchasing  power  of  those  people.  And  under  the  ar- 
rangement which  Dr.  Estabrook  has  described,  we  are  trying  to 
cooperate  with  the  Department  of  Agriculture  in  every  possible  way. 

The  hitch  which  he  described  in  Buenos  Aires  was  found  to  be  due 
to  another  cause  than  inefficiency  on  the  part  of  the  commercial 
attache. 

The  Chairman.  Let  mc  ask  vou  this  question:  There  are  only  24 
hours  in  a  day,  and  only  so  mucn  work  can  be  done  by  a  man.  If  the 
question  comes  down  to  the  proposition  that  the  man  you  have  in 
the  field  was  so  fully  occupied  with  the  duties  connected  with  the 
marketing  of  products,  whether  food  products,  or  otherwise,  that  he 
could  not  devote  sufficient  time  to  the  question  of  agricultural  mar- 
kets and  reports  and  do  a  satisfactory  job,  what  do  you  say? 

Mr.  Klein.  I  should  feel  that  unless  they  could  they  would  not 
be  worthy  of  their  positions.  I  mean  to  say  that  information  of  that 
sort  is  so  fundamental  that  they  have  simplv  got  to  get  it  or  we 
must  know  the  reasons  why. 

The  Chairman.  If  you  are  going  to  get  it,  could  you  do  it  with 
the  staff  you  have  now  or  do  you  have  to  put  on  additional  men 
for  that  purpose? 

Mr.  Klein.  We  could  probably  get  it  with  our  existing  staff. 
It  may  be  we  would  have  to  put  on  one  or  two  men  at  the  important 
posts.  But  I  feel  that  by  putting  them  on  we  could  get  men  com- 
parable to  the  men  I  have  described.  The  service  could  be  given. 
We  are  giving  such  service  to  the  Rice  (Jrowers'  Association  in  Cali- 
fornia now,  who  are  very  much  interested  in  the  rice  situation 
abroad.     We  are  supplying  them  with  information  as  to  the  de- 
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mand  for  rice  abroad,  in  the  countries  of  Europe  and  throughout 
the  worid. 

The  Chairman.  Does  your  service  contemplate  methods  and 
changes  in  production  and  marketing  of  products  abroad  ? 

Mr.  Klejn.  Yes;  to  a  considerable  extent.  That  is  to  sav,  our 
men  are  selected  with  a  view  to  their  capacity  to  collect  informa- 
tion of  that  type  in  so  far  as  it  is  valuable.  There  is,  of  course, 
information  of  a  highly  technical  category  that  we  can  not  expect 
them  to  secure.  It  would  be  impossible  ior  them,  for  example,  to 
make  a  study  of  the  boll  weevil  in  Mexico,  because  they  would  not 
liave  the  necessary  technical  equipment. 

Representative  Ten  Eyck.  If  we  had  known  of  that  pest  in 
Mexico  and  the  information  had  come  to  the  department  which 
knew  just  what  to  do  about  it,  we  would  be  free  from  it  in  the 
United  States  to-day,  undoubtedly. 

Mr.  Klein.  Let  me  give  you  one  illustration  of  that.  The  drought 
in  France  this  summer  had  a  very  great  effect  on  our  trade  in 
France.  Our  attach^  there  was  reporting  to  us  almost  regularly 
week  by  week  as  to  the  status  of  that  drought,  because  of  its  pro- 
found effect  on  the  French  trade  position  in  general.  Our  office 
in  London  now  has  eight  men,  and  we  have  nine  in  Paris,  with 
i^maller  staffs  in  other  capitals,  and  we  therefore  have  adequate 
arrangements  to  get  this  general  information  on  agricultural  con- 
ditions? 

Representative  Ten  Eyck.  Have  you  any  form  setting  forth  the 
information  that  the  agents  are  required  to  report  on  concerning  agri- 
cultural products? 

Mr.  Klein.  I  haven't  it  with  me. 

Representative  Ten  Eyck.  Have  you  a  form  that  you  issue  to 
them  for  that  purpose  ? 

Mr.  Klein.  Yes;  they  have  a  schedule  of  questions  on  which 
they  report  currently  covering  about  23  topics,  some  of  which  are 
agricultural.  There  are  also  special  reports  that  come  to  us  by 
cable  and  by  letter  bearing  on  agricultural  matters. 

Representative  Ten  Eyck.  Would  it  not  be  well  to  have  a  copy 
of  these  forms  inserted  in  the  record  ? 

The  Chairman.  Yes;  we  will  be  glad  if  you  will  furnish  a  copy 
for  the  record,  Mr.  Klein. 

Mr.  Klein.  I  will  be  glad  to  send  one  up. 

(The  form  requested  was  afterwards  furnished  by  Mr.  Klein, 
and  is  as  follows:) 

Exhibit  A. 

Tlie  followiug  are  some  of  the  topics^  supplitnl  to  aU  Department  of  Commerce 
agents  In  the  tield  (abroad),  upon  which  the  monthly  cable  reports  of  economic 
conditions  are  based : 

1.  Stock  of  exiK>rt  commotlitles  (Including  agricultural  commodities).    • 

2.  Import  prices  (including  agricultural  products). 

3.  Exix)rt  prices  (including  agricultural  products). 

4.  Foreign  trade  connnodlty  movement   (including  agricultural  products). 

5.  Stocks  of  import  merchandise  (including  foods,  cotton,  etc.) 

6.  Relative  to  croi)S,  including  seeds,  planting,  acreage,  weather  conditions, 
crop  failures,  crop  markets,  etc. 

7.  Cost  of  living  conditions,  including  data  on  foodstuffs,  etc. 

8.  Credits,  including  those  for  trade  In  agi-icultural  commodities. 
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ExHiiilT  H. 

The  following  Is  a  schedule  of  Infonuatlon  to  he  siipplietl  cprriMilly  on  U^h\> 
and  foods  by  the  various  European  ofUces  of  the  Department  of  Coninu-n^*: 

FOODS   AND   FEBDS — BKQl'IKKMKNTS. 

Supply : 

Domestic — 

Agriculture. 

Agricultural  policy. 

Grazing  versus  field  crops. 
Methods. 

Use  of  improved'  implements  and  machinery. 
Crops. 
Fisheries. 

Equipment  and  methoils. 
Relation  to  shipping 
Distribution. 
Control. 

Fiscfvl  aids  and  restrictions. 
Subsidies. 
Import  duties. 
Drawbacks. 
Colonial — 
Control. 

Fiscal  aids  and  restrictions. 
Subsidies. 
Import  duties. 

DraAvbacks. 
Export  duties. 

Drawbacks. 
Matters  of  colonial  policy. 
Imperial  self-sufficiency. 

New  colonial  sources  of  supply. 
Financial  service. 
Shipping  benefits. 

Foreign 

Restrictions. 

Import  duties. 

Drawbacks. 
Shipping  handicaps. 
Financial  service. 
Popular  prejudice. 
Matters  of  commercial  policy. 
Costs,  prices,  and  price  control. 


Exhibit  C. 
subvey  of  the  foodstuff  sititation   of  eitbopean  countries. 

Former  ( 'onnnerdal  Attach^  A.  P.  Dennis,  of  London,  has  been  working  on  a 
survey  of  the  foodstuff  situation  of  European  countries  and  has  been  instructed 
to  work  out  the  details  for  a  regular  and  prompt  statistical  service  on  the 
European  foodstuff  situation.  Mr.  Dennis  is  exceptionally  well  qualified  by 
practical  agricultural  experience  and  by  a  sound  economic  training  to  carry  out 
this  program  and  Is  devoting  his  entire  time  to  it.  Instructions  regarding  this 
Investigation  Issued  to  Mr.  Dennis  follow. 

There  are  two  important  problems  to  be  worked  out  In  the  near  future^  Tlic 
first  Is  the  current  rate  of  consumption  of  different  food  commodities,  especial  I  v 
as  compared  with  some  basic  period  as  prewar.  It  will  be  very  interesting 
to  know  what  the  trend  Is  In  other  countries.  You  see,  what  the  trade  wants  is 
up-to-date  information  (showing  opportunities),  especially  as  it  forecasts 
events.  Such  analysis  should  be  made  frequently  to  include  the  whole  of 
western  Europe,  or  at  least  sufficient  countries  to  indicate  trends.  It  occurs 
to  me  that  if  you  could  make  arrangements  to  get  hold  of  the  stalstlcs  for  about 
half  a  dozen  of  the  western  countries  Immediately  after  the  close  of  the  month 
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and  nmke  such  an  analysis  it  would  be  of  great  help.  We  also  want  to  go  a 
little  further,  if  possible,  and  find  out  reasons  for  changes. 

The  second  line  of  work  we  wish  to  develop  is  some  way  of  steadily  improv- 
ing crop  reports  from  European  sources.  Heretofore  we  have  depended  almost 
•entirely  on  official  sources,  and  the  information  came  through  very  slowly. 
We  often  jret  reports  about  the  failure  of  some  crop  in  "a  region  where  the 
4imount  produced  is  so  small  that  it  could  not  affect  the  American  markets.  It 
is  only  when  the  change  runs  into,  say,  10  or  20  per  cent  of  the  whole  European 
grain  crop  that  it  will  be  reflected  In  Chicago  prices. 

You  will  rejilize,  also,  that  these  reiM^rts  ought  to  l)e  summarized  at  one  place. 
Miscellaneous  reports  coming  in  from  various  places  at  different  times  are  hard 
to  put  together  for  a  general  analysis.  A  system  by  which  you  could  collect  a 
fair  crop  analysis  at  one  central  point  at  a  stated  period  each  month  and  for- 
ward a  summary  by  cable  would  be  an  ideal  arrangement.  The  international  in- 
stitute, of  course,  was  originally  intended  to  make  such  reports  on  the  world 
^situation.  However,  it  was  functioned  too  slowly  for  commercial  purposes  as 
it  must  wait  for  official  reports,  the  result  being  that  their  statements,  as 
u.sual.  are  both  slow  in  arriving  an<i  incomplete. 

Eepresentative  Ten  Eyck.  I  would  like  to  know  what  instructions 
vou  give  your  agents  whom  you  send  abroad,  in  regard  to  agricul- 
ture. 

Mr.  Klein.  We  give  a  variety  of  instructions  bearing  on  that  topic. 
They  are  to  report  cun-ently  and  regularly  on  agricultural  questions 
of  general  economic  interest,  including  stocks  and  produce  on  hand, 
trade  conditions,  prices,  and  things  of  that  sort.  They  are  also  re- 
quired to  report  on  any  special  topics  of  importance.  If,  for  in- 
stance^ an  emergency  arises  in  the  market  conditions  in  certain  com- 
modities— a  serious  crisis  or  an  oversupply — they  are  supposed  to 
send  in  promptly  all  necessary  and  vital  information  on  the  subject. 

The  Chairman.  To  what  extent  are  any  of  the  men  attached  to  the 
service  in  foreign  countries  educated  in  agricultural  science  and  agri- 
cultural matters — to  what  extent  do  they  represent  the  agricultural 
viewpoint  ? 

Mr.  Ki*EiN.  I  would  not  describe  any  of  them  as  being  exclusively 
or  especially  agricultural  in  their  viewpoint,  though  some  of  our 
men  do  have  a  thorough  knowledge  of  agriculture  and  all  of 
them  understand  its  basic  principles,  especially  on  the  marketing 
side.  Mr.  Dennis,  who  was  until  recently  our  attache  in  London,  and 
whom  we  have  now  detached  for  a  special  study  of  the  foods  trade  in 
Europe,  is  a  man  who  has  owned  some  farms  in  this  region,  in  Vir- 
ginia and  Maryland,  and  has  some  knowledge,  of  course,  of  agricul- 
ture. Other  members  of  the  Department  of  Commerce  staff  have 
had  similar  experience.  For  example,  our  agent  in  Vladivostok  was 
for  18  years  the  manager  for  the  International  Harvester  Co.  in 
Bussia  and  is  well  informed  about  agricultural  conditions  there.^ 

Representative  Ten  Eyck.  What  are  your  requirements  for  these 
appomtments? 

Mr.  KijEiN.  While  we  have  no  special  test  on  agriculture  at  pres- 
ent, we  do  require  a  satisfactory  showing  in  a  very  exhaustive  ex- 
amination on  general  economic  subjects,  including  a  7-hour  written 
examination,  supplemented  by  a  2-hour  oral  test.  In  this  very 
thorough  grilling  we  try  to  bring  out  a  man's  general  capacity  as  an 
economic  observer,  because  our  experience  has  been  that  a  resident 
agent  abroad  must  have  primarily  a  basic  knowledge  of  economic 
conditions  and  forces,  not  simply  of  some  special  subjects.  Other- 
wise he  will  have  no  perspective,  and  his  reports,  however  expert  they 
may  be  in  special  lines,  will  be  narrow  and  dangerously  misleading. 
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Representative  Funk.  As  I  understand,  you  have  a  number  of 
questions  that  they  are  to  report  on,  among  others  crop  conditions 
and  yields.  How  do  you  make  use  of  that  in:formation — what  has  been 
your  method  of  getting  that  to  the  people  to  whom  it  would  be  bene- 
ficial? 

Mr.  Klein.  Just  recently  we  have  arranged  for  the  distribution  of 
some  of  this  information  through  the  Bureau  of  Markets.  The  latter 
has  specified  to  us  what  they  would  like  to  have,  and  we  are  securinof 
the  data  for  them.  We  distribute  especially,  however,  through  the 
Department  of  Commerce  publications,  which  have  a  circulation  of 
perhaps  15,000  throughout  the  trade  centers  of  the  United  States, 
through  hundreds  of  trade  associations  with  which  we  cooperate 
closely,  and  also  through  our  own  district  and  cooperative  offices 
throughout  the  United  States.  There  are  perhaps  30  of  the  latter, 
which  maintain  the  closest  contact  with  all  firms  and  individuals  in- 
terested in  exporting  food  products.  Furthermore,  our  Foodstuffs 
Division  is  in  direct  relationship  with  practically  all  the  producing 
associations  in  those, lines.  We  are  undertaking  to  spread  our  in- 
formation in  their  direction  as  well. 

Eepresentative  Ten  Eyck.  In  other  words,  when  you  concentrate 
in  this  country  the  information  gathered  abroad,  your  i>olicy  is  to 
turn  it  over  to  the  Agricultural  Department  for  distribution  by 
them,  or  do  you  endeavor  to  get  it  into  the  hands  of  the  farmers 
direct  ? 

Mr.  Klein.  We  endeavor  to  get  it  into  the  hands  of  those  who 
make  the  best  use  of  it.  That  includes  the  Bureau  of  Markets.  Take 
the  canned  goods  information,  the  most  direct  means  of  distributing 
that  would  be  through  the  canners  to  their  various  groups. 

Eepresentative  Ten  Eyck.  That  is  commercial. 

Mr.  Klein.  That  is  commercial;  yes.  We  try  to  distribute  it  to 
those  who  are  likely  to  make  the  most  use  of  the  information. 

Eepresentative  ?unk.  What  are  you  doing  looking  toward  the 
stimulation  of  the  use  of  meat  products  and  grain? 
,  Mr.  Klein.  With  meat  products  we  have  not  yet  made  any  definite 
detailed  study,  so  far  as  foreign  markets  are  concerned.  We  have 
had  many  requests  from  meat  packers  for  advice;  for  instance,  as 
to  the. restrictions  on  the  sale  of  meat  products.  That  information 
is  already  being  collected  by  our  attachfe,  and  is  being  circulated 
through  the  already  existing  divisions  in  the  bureau. 

Eepresentative  Funk.  AVhat  about  wheat? 

Mr.  Klein.  There  once  more  the  thing  is  still  in  process.  This 
division  has  just  been  established,  and  we  have  not  made  any  specific 
preparation  for  that  study. 

The  Chairman.  If  there  is  nothing  further,  we  are  verv^  much 
obliged  to  you,  Mr.  Klein,  and  we  are  very  sorry  we  have  had  to 
hurry  you  along  so  much. 

The  commission  will  stand  adjourned  to  meet  upon  call. 

(Thereupon,  at  12  o'clock  and  10  minutes  p.  m.,  the  commission 
adjourned,  to  meet  on  call  of  the  chairman.) 
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